§200.735-2

Commission members and employees
with a comprehensive statement of
standards of conduct which are dic-
tated by applicable Federal law, Execu-
tive orders, and the Commission’s own
requirements.

§200.735-2 Policy.

(a) The Securities and Exchange
Commission has been entrusted by
Congress with the protection of the
public interest in a highly significant
area of our national economy. In view
of the effect which Commission action
frequently has on the general public, it
is important that members, employees
and special Government employees
maintain unusually high standards of
honesty, integrity, impartiality and
conduct. They must be constantly
aware of the need to avoid situations
which might result either in actual or
apparent misconduct or conflicts of in-
terest and to conduct themselves in
their official relationships in a manner
which commands the respect and con-
fidence of their fellow citizens.

(b) For these reasons, members, em-
ployees and special Government em-
ployees should at all times abide by the
standards of conduct set forth in this
subpart, the canons of ethics for mem-
bers of the Securities and Exchange
Commission (subpart C of this part 200)
and, in the case of a professional per-
son, the ethical standards applicable to
the profession of such person.

§200.735-3 General provisions.

(a)(1) In considering the prohibitions
of this section, members and employ-
ees must constantly be aware that the
provisions here enumerated set forth
standards of conduct which are broader
than the specific applications stated in
the rules which follow. Therefore,
members and employees should look to
these general prohibitions when assess-
ing the advisability of a particular
course of conduct. The broadly stated
provisions of this rule are aimed at
eliminating the appearance of impro-
priety as well as any actual wrong-
doing.

(2) Accordingly, a member or em-
ployee should avoid any action, wheth-
er or not specifically prohibited by law
or regulation (including the provisions
of this subpart), which would result in
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or might create appearance of, among
other things:

(i) Using public office for private
gain;

(ii) Giving preferential treatment to
any organization or person;

(iii) Losing complete independence or
impartiality;

(iv) Making a Government decision
outside official channels; or

(v) Affecting adversely the con-
fidence of the public in the integrity of
the Government.

(3) While provisions applicable to all
employees of the Commission are out-
lined in this regulation, certain Offices
or Divisions for management reasons
may require more stringent regula-
tions in certain areas. These may be
imposed by Division Directors, Office
Heads or Regional Administrators with
the consent of the Chairman and the
approval of the Office of Government
Ethics. Should such additional regula-
tions be imposed, all employees af-
fected must be notified ten days before
the effective date of the restriction or
at the time of their employment.

(b) A member or employee of the
Commission shall not:

(1) Engage, directly or indirectly, in
any personal business transaction or
private arrangement for personal profit
the opportunity for which arises be-
cause of his or her official position or
authority, or that is based upon con-
fidential or nonpublic information
which he or she gains by reason of such
position or authority.2

2Detailed provisions regarding outside or

private employment and transactions in se-
curities and commodities are set forth in
§§200.735-4 and 200.735-5, respectively. Fur-
ther provisions regarding use and disclosure
of confidential information are set forth in
paragraph (b) of this section and in the note
appended thereto.

Members of the Commission are subject
also to the following prohibition in section
4(a) of the Securities Exchange Act of 1934
(15 U.S.C. 78d(a)): “* * * No Commissioner
shall engage in any other business, vocation,
or employment than that of serving as Com-
missioner, nor shall any Commissioner par-
ticipate, directly or indirectly, in any stock
market operations or transactions of a char-
acter subject to regulation by the Commis-
sion pursuant to this title * * *.> This does
not preclude Commissioners from engaging
in securities transactions. See Opinion letter
dated February 11, 1975, sent by the Office of
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(2) Solicit or accept, directly or indi-
rectly, any gift, gratuity, favor, enter-
tainment, loan, service, or any other
thing of monetary value from any per-
son with whom he or she transacts
business on behalf of the United States:

(i) Who has, or is seeking to obtain,
contractual or other business or finan-
cial relations with the Commission;

(ii) Who conducts operations or ac-
tivities regulated by the Commission;
or

(iii) Who has interests that may be
substantially affected by the perform-
ance or non-performance of his or her
official duty.

(3) The restrictions of paragraph
(b)(2) of this section do not prohibit
members and employees from the fol-
lowing:

(i) The acceptance of food and re-
freshments, not lavish in kind, offered
free in the course of a meeting or other
group function, not connected with an
inspection or investigation, at which
attendance is desirable because it will
assist the member or employee in per-
forming his or her official duties. Mem-
bers shall determine for themselves
and their staffs the propriety of accept-
ing such invitations. Division Direc-
tors, Office Heads, and Regional Ad-
ministrators are authorized to make
such determinations for themselves
and their subordinates. Staff members
are required to advise their Division
Director, Office Head, or Regional Ad-
ministrator of invitations received
from entities described in paragraph
(b)(2) of this section.

(ii) The acceptance of items of value
when the circumstances make it clear
that it is family or personal relation-
ships rather than the business of the
persons concerned which govern and
are the motivating factors.

(iii) The acceptance of unsolicited ad-
vertising or promotional material,
such as pens, pencils, notepads, cal-
endars and other items of modest
value.

(iv) The acceptance of meals and re-
freshments as provided to all panelists,

the General Counsel to David Reich, Ethics
Counselor at the Civil Service Commission.
In addition, members of the Commission are
subject to the requirements of Executive
Order 11222 of May 8, 1965.

§200.735-3

when participating as a panelist in an
educational program.

(v) The acceptance of gifts given for
participation in an educational pro-
gram when they are (A) of modest
value; or (B) provided to all partici-
pants in the program; or (C) in the na-
ture of a remembrance traditional to
the particular sponsor institution.

(vi) For purposes of this subpart, per-
son means an individual, a corporation,
a company, an association, a firm, a
partnership, a society, a joint stock
company; or any other organization or
institution or anyone who acts for such
a person in a representative capacity.3

(4) Solicit contributions from an-
other employee for a gift to an em-
ployee in a superior official position.
An employee in a superior official posi-
tion shall not accept a gift presented as
a contribution from employees receiv-
ing less salary than himself or herself.
An employee shall not make a dona-
tion as a gift to an employee in a supe-
rior official position (6 U.S.C. 7351).
However, this paragraph does not pro-
hibit the occasional giving of gifts of
modest value to an employee in a supe-
rior position or the receipt of such gifts
by a superior or the use of completely
voluntary contributions of nominal
amounts by employees within the Com-
mission to establish funds for the lim-
ited purpose of providing token remem-
brances or gifts of modest value to an
employee in a superior position on spe-
cial occasions.

3Members and employees of the Commis-

sion are subject also to provisions of the
Federal criminal code which prohibit, (1) any
officer or employee of the United States
from asking, accepting or receiving any
money or other thing of value in connection
with any matter before him or her in his or
her official capacity, (18 U.S.C. 203); and (2)
the compensation of government employees
for services to the government by entities
other than the United States (18 U.S.C. 209).
In addition, members are prohibited by 5
CFR 735.203(c) from receiving compensation
or anything of monetary value for any con-
sultation, lecture, discussion, writing, or ap-
pearance, the subject matter of which is de-
voted substantially to the responsibilities,
programs, or operations of the Commission
or which draws substantially on official data
or ideas which have not become part of the
body of public information. See also 17 CFR
200.735—4.
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(5) Accept from a foreign government
a gift, decoration or other thing of
more than minimal value except in ac-
cordance with the provisions of 5
U.S.C. 7342.

(6) Discuss or entertain a proposal for
future employment by any person out-
side the Government with whom he or
she is personally and substantially in-
volved in transacting business on be-
half of the United States.4

(i) If an employee wishes to discuss
future employment with another Gov-
ernment agency, this fact should be
disclosed to the employee’s Division
Director, Office Head or Regional Ad-
ministrator prior to any discussion re-
garding employment, if at that time
the employee is representing the Com-
mission in a particular matter in which
the other agency is taking a position
adverse to the Commission.

(7T)(i) Divulge to any unauthorized
person or release in advance of author-
ization for its release® any nonpublic
Commission document, or any informa-
tion contained in any such document
or any confidential information: (A) In
contravention of the rules and regula-
tions of the Commission promulgated
under 5 U.S.C. 552, 552a and 552b; or (B)
in circumstances where the Commis-
sion has determined to accord such in-
formation confidential treatment.

(ii) Except where the Commission or
the General Counsel, pursuant to dele-
gated authority, has previously grant-
ed approval or in relation to a Commis-
sion administrative proceeding or a ju-
dicial proceeding in which the Commis-
sion, or a present or former Commis-
sioner, or present or former member of
the staff, represented by Commission
counsel, is a party, any officer, em-
ployee or former officer or employee
who is served with a subpoena requir-
ing the disclosure of confidential or
non-public information or documents
shall, unless the Commission or the

4Detailed provisions regarding negotia-
tions for future employment are set forth in
§200.735-1.

5In Section 171 of the Commission’s Man-
ual of Administrative Regulations the Com-
mission’s policy on making available non-
public information to Federal, State and for-
eign government authorities, national secu-
rities exchanges and national securities asso-
ciations is outlined.
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General Counsel, pursuant to delegated
authority, authorizes the disclosure of
such information or documents, re-
spectfully decline to disclose the infor-
mation or produce the documents
called for, basing his or her refusal on
this paragraph.

(iii) Any member, employee or
former member or employee who is
served with such a subpoena not cov-
ered by the exceptions in paragraph
(b)(7)(ii) of this section shall promptly
advise the General Counsel of the serv-
ice of such subpoena, the nature of the
information or documents sought, and
any circumstances which may bear
upon the desirability in the public in-
terest of making available such infor-
mation or documents.® The Commis-
sion or the General Counsel, pursuant
to delegated authority, shall authorize
the disclosure of non-expert, non-privi-
leged, factual staff testimony and the
production of non-privileged docu-
ments when validly subpoenaed.

(8) Act in any official matter with re-
spect to which there exists a personal
interest incompatible with an unbiased
exercise of official judgment.”

(9) Have direct or indirect personal,
business or financial affairs which con-
flict or appear to conflict with his or
her official duties and responsibilities.

(10)(i) Use, or allow the use of, di-
rectly or indirectly, Government prop-
erty of any kind, including property
leased to the Government, for other

6Detailed prohibitions regarding disclosure

or use of confidential or nonpublic informa-
tion are set forth in Rule 122 (17 CFR 230.122)
under the Securities Act of 1933; section 24(b)
of the Securities Exchange Act of 1934 (15
U.S.C. 78x) and Rule 0-4 (17 CFR 240.0-4); and
Rule 24(b)(2) (17 CFR 240.24b-2), thereunder;
section 22(c) of the Public Utility Holding
Company Act of 1935 (15 U.S.C. 79y) and Rule
104 thereunder (17 CFR 250.104); section
45(a)(1) of the Investment Company Act, and
section 210(b) of the Investment Advisers Act
of 1940 (15 U.S.C. 80b-10). But see, section 171
of the Administrative Manual which author-
izes the staff to divulge certain nonpublic in-
formation without Commission approval (n.
5, supra).

7Section 200.735-6 of this subpart provides
a procedure for relieving employees from as-
signments in certain cases, including those
covered by paragraph (b)(5) of this section.
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than officially approved activities. Of-
ficially approved activities for the pur-
pose of this section are those activities
which are part of an employee’s official
duties or are approved by the employ-
ee’s Division Director, Office Head or
Regional Administrator as being suffi-
ciently related to the employee’s offi-
cial duties, or important to the inter-
ests of the Commission to warrant the
use of Commission facilities for their
accomplishment. Division Directors,
Office Heads and Regional Administra-
tors may, for their own activities
meeting the same criteria, obtain the
concurrence of the Executive Director.

(ii) An employee has a positive duty
to protect and conserve Government
property, including equipment, sup-
plies, and other property entrusted or
issued to him or her.

(11) Participate, while on Govern-
ment-owned or leased property or while
on duty for the Government, in any
gambling activity, including the oper-
ation of a gambling device, in con-
ducting a lottery or pool, in a game for
money or property, or in selling or pur-
chasing a numbers slip or ticket.

(12) Engage in unlawful or unethical
conduct, or other conduct prejudicial
to the Government.

[45 FR 36064, May 29, 1980; 45 FR 40975, June
17, 1980, as amended at 50 FR 23287, June 3,
1985; 53 FR 174568, May 17, 1988; 54 FR 33500,
Aug. 15, 1989]

§200.735-4 Outside employment and
activities.

(a) No member or employee shall per-
mit his or her name to be associated in
any way with any legal, accounting or
other professional firm or office.8

(b)(1) No employee shall have any
outside or private employment, activ-
ity, or affiliation incompatible with
concurrent employment by the Com-
mission. Incompatible activities in-
clude but are not limited to

8With respect to members, this paragraph
supplements the statutory prohibition
against outside employment contained in
section 4(a) of the Securities Exchange Act
of 1934, quoted in footnote 2. Except as other-
wise indicated, the remaining provisions of
this section are not made applicable to mem-
bers in view of the provisions of section 4(a)
of the Securities Exchange Act of 1934.

§200.735-4

(i) Employment or association with
any securities exchange, association of
securities dealers, or other self-regu-
latory organization either registered
under the Securities Exchange Act of
1934 or otherwise involved with the se-
curities industry, any registered
broker, dealer, registered municipal se-
curities dealer, public utility holding
company, investment company, invest-
ment adviser, securities information
processor, transfer agent, clearing
agency or other persons who are sub-
ject to regulation by the Commission,
or where the facts relating to a par-
ticular employment would create an
appearance of impropriety, because the
employment is directly or indirectly
related to the issuance, sale, purchase
or investment of securities;

(ii) Legal, accounting, or engineering
work for compensation involving mat-
ters in which the Federal government
may be significantly interested;

(iii) Acceptance of a fee, compensa-
tion, gift, payment of expense, or any
other thing of monetary value in cir-
cumstances in which acceptance may
result in or create the appearance of
conflicts of interest;

(iv) Outside employment or activity
which impairs the employee’s mental
or physical capacity to perform his or
her Commission duties and responsibil-
ities in an acceptable manner;

(2) For the purposes of this paragraph
(b), the private employment of an em-
ployee’s spouse, or other member of his
or her immediate household with any
securities exchange, association of se-
curities dealers, or other self-regu-
latory organization either registered
under the Securities Exchange Act of
1934 or otherwise involved in the secu-
rities industry, any registered broker,
dealer, registered municipal securities
dealer, public utility holding company,
investment company, investment ad-
viser, securities information processor,
transfer agent, clearing agency or
other persons who are subject to regu-
lation by the Commission, or where the
particular employment is directly re-
lated to the issuance, sale, purchase or
investment of securities is deemed to
be incompatible with the employee’s
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