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Sarbanes Oxley Implementation

Introduction

Background

“Congress has passed, with my support, an historic agreement (The Sarbanes Oxley Act of 2002) on corporate accountability legislation that will strengthen penalties for corporate wrong-doers, provide greater oversight of the accounting industry, and increase the amount of information provided to investors.”  President Bush, July 31, 2002.   

The Act was passed by margins of 99-0 in the Senate and 423-3 in the House.

The Act is organized into 11 Titles and 56 Sections.  Each Section of the Act has separate effective dates, ranging from July 30, 2002 to July 30, 2003, and in some sections there are no dates specified.  The attached “Sarbanes Oxley Implementation”, highlights the contents of each section of the Act.

Reasons for This Document
This publication provides assistance to individuals who want to be aware of the highlights of each section of the Act and expected effective dates.  In addition, it is designed to point out new or expanded responsibilities for the Public Company Accounting Oversight Board, Boards of Directors, Audit Committees, Corporate Management, Registered Public Accounting Firm, External and Internal Auditors, Principal Stockholders, and Pension Plan Administrators as a result of the Act’s implementation.  “Sarbanes Oxley Implementation” will be updated as each of the sections of the Act becomes effective and at least quarterly or until all Sections are effective.

This initial publication of “Sarbanes Oxley Implementation,” has been reviewed by Duke Bristow, Ph.D., Chairperson of the Director Training & Certification Program, (http://www.directors.org) - The Anderson School & the Harold Price Center for Entrepreneurial Studies at UCLA.
Available to You
Updates to “Sarbanes Oxley Implementation”, are available from Bradley Lambert Inc.  To automatically obtain updates to this publication, complete the enclosed subscription form and email or fax to the following address:

Bradley Lambert Inc.

6151 W. Century Blvd., Suite 1110

Los Angeles, CA  90045

310-670-1400, fax 310-568-0681

http://www.BradleyLambert.com
This publication should not be viewed as a substitute for legal consultation and advice.
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** Final rules Issued for Section

Definitions

	Terms
	Definitions

	Audit Committee
	A committee (or equivalent body) established by and amongst the board of directors of an issuer for the purpose of overseeing the accounting and financial reporting processes of the issuer and audits of the financial statements of the issuer, and if no such committee exists, the entire board of directors of the issuer.

	Audit Partner
	A partner who is a member of the audit engagement team who has responsibility for decision-making on significant auditing, accounting and reporting matters that affect the financial statements or who maintains regular contact with management and the audit committee. The term audit partner will include the lead and concurring partners as well as partners who serve the client at the issuer level, other than a partner who consults with others on the audit engagement team regarding technical or industry-specific issues, and the lead partner on subsidiaries of the issuer whose assets or revenues constitute 20% or more of the consolidated assets or revenues of the issuer.

	Appraisal and valuation services
	Include any process of valuing assets, both tangible and intangible, or liabilities. 

	Fairness opinions and contribution-in-kind reports
	Opinions and reports in which the accounting firm provides its opinion on the adequacy of consideration in a transaction.

	Blackout period 
	· Any period of more than 3 consecutive business days during which the ability of not fewer than 50 percent of the participant of beneficiaries under all individual account plans maintained by the issuer to purchase, sell, otherwise acquire or transfer an interest in any equity of such issuer held in such an individual account plan is temporarily suspended by the issuer or by a fiduciary of the plan; and does not include under regulations which shall be prescribed by the Commission

1. A regularly scheduled period in which the participants and beneficiaries may not purchase, sell, or otherwise acquire or transfer an interest in any equity of such issuer, if such period is:

· Incorporated into the individual account plan; and

· Timely disclosed to employees before becoming participants under the individual account plan or as a subsequent amendment to the plan; or

2. Any such pension described above that is imposed solely in connection with persons becoming participants or beneficiaries or ceasing to be participants or beneficiaries, in an individual account plan by reason of a corporate merger, acquisition, divestiture, or similar transaction involving the plan or plan sponsor.

· Any period for which any ability of participants or beneficiaries under the plan, which is otherwise available under the terms of such plan, to dire4ct or diversity assets credited to their accounts, to obtain loans from the plan, or to obtain distributions from the plan is temporarily suspended, limited, or restricted, if such suspension, limitation, or restriction is for any period of more than 3 consecutive business days.

	Board
	The Public Company Accounting Oversight Board established under section 101 of the Sarbanes Oxley Act of 2002.

	Code of Ethics
	Such standards as are reasonably necessary to promote:

(1) Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;

(2) Full, fair accurate, timely, and understandable disclosure in the periodic reports required to be filed by the issuer; and

(3) Compliance with applicable governmental roles and regulations.

	Commission
	The securities and Exchange Commission.

	Disclosure Controls & Procedures
	Processes of an issuer that ensures the quality & timeliness of public disclosure. 


	Disgorgement Fund
	Means a fund established in any administrative or judicial proceeding for a violation of Securities laws, for the benefit of the victims of the violation.

	The Audit Committee Financial Expert
	A person who has the following attributes:

· An understanding of generally accepted accounting principles and financial statements;  

· The ability to assess the general application of such principles in connection with the accounting for estimates, accruals and reserves; 

· Experience preparing, auditing, analyzing or evaluating financial statements that present a breadth and level of complexity of accounting issues that are generally comparable to the breadth and complexity of issues that can reasonably be expected to be raised by the registrant's financial statements, or experience actively supervising one or more persons engaged in such activities; 

· An understanding of internal controls and procedures for financial reporting; and
· An understanding of audit committee functions
A person can acquire such attributes through any one or more of the following means:

· education and experience as a principal financial officer, principal accounting officer, controller, public accountant or auditor or experience in one or more positions that involve the performance of similar functions;

· experience actively supervising a principal financial officer, principal accounting officer, controller, public accountant, auditor or person performing similar functions, or experience overseeing or assessing the performance of companies or public accountants with respect to the preparation, auditing or evaluation of financial statements;

· Other relevant experience.

	Improper professional conduct
	(1) Intentional or knowing conduct, including reckless conduct, that results in a violation of applicable professional standards and 

(2) Negligent conduct in the form of 

a. A single instance of highly unreasonable conduct that results in a violation of applicable professional standards in circumstances in which the registered public accounting firm or associated persons knows, or should know that heightened scrutiny is warranted; or

b. Repeated instances of unreasonable conduct, each resulting in a violation of applicable professional standards that indicate a lack of competence to practice before the Commission.

	Independent
	Each BOD member shall be independent – not accept consulting or advisory fees from issuer or be affiliated with issuer or its subsidiaries

	Issuer
	An Issuer of financial reports, the securities of which are registered under section 12 of the Act (15 U.S.C. 781), or that is required to file reports under section 15(d) (15 U.S. C. 78o (d)), or that files or has filed a registration statement that has not yet become effective under the Securities Act of 1933 (15 U.S.C. 77a et seq.), and that it has not withdrawn.

	Evidence of a Material Violation
	Defines the trigger for an attorney's obligation (Section 307) to report up-the-ladder within an issuer.  “The revised definition confirms that the Commission intends an objective, rather than a subjective, triggering standard, involving credible evidence, based upon which it would be unreasonable, under the circumstances, for a prudent and competent attorney not to conclude that it is reasonably likely that a material violation has occurred, is ongoing or is about to occur.”

	Off-Balance Sheet
	Off-balance sheet arrangements that primarily targets the means through which companies typically structure off-balance sheet transactions or otherwise incur risks of loss that are not fully transparent to investors. The definition of "off-balance sheet arrangements" employs concepts in accounting literature in order to define the categories of arrangements with precision. Generally, the definition includes the following categories of contractual arrangements:

· certain guarantee contracts;  

· retained or contingent interests in assets transferred to an unconsolidated entity; 

· derivative instruments that are classified as equity; or 

· Material variable interests in unconsolidated entities that conduct certain activities.

	Noisy Withdrawal
	Under certain circumstances, attorneys can withdraw from representing an issuer and notify the Commission that they have withdrawn for professional reasons.  (The commend period on this term is extended to March 26, 2003.)  An SEC proposed alternative to "noisy withdrawal" that would require attorney withdrawal, but would require an issuer, rather than an attorney, to publicly disclose the attorney's withdrawal or written notice that the attorney did not receive an appropriate response to a report of a material violation.

	Non-audit Services
	Any professional services provided to an issuer by a registered public accounting firm, other than those provided to an issuer in connection with an audit or a review of the financial statements of an issuer.  However, the SEC

	Non-GAAP Financial Measure
	GAAP refers to generally accepted accounting principles in the United States 

For purposes of Regulation G, a non-GAAP financial measure is a numerical measure of a registrant's historical or future financial performance, financial position or cash flows that:

· Excludes amounts, or is subject to adjustments that have the effect of excluding amounts, that are included in the most directly comparable measure calculated and presented in accordance with GAAP in the statement of income, balance sheet or statement of cash flows (or equivalent statements) of the issuer; or

· Includes amounts, or is subject to adjustments that have the effect of including amounts, that are excluded from the most directly comparable measure so calculated and presented.

Non-GAAP financial measures will not include financial measures that are required to be disclosed by GAAP, Commission rules or a system of regulation that is applicable to a registrant.

Non-GAAP financial measures will  capture all measures that have the effect of depicting either:

· Ameasure of performance that is different from that presented in the financial statements, such as income or loss before taxes or net income or loss, as calculated in accordance with GAAP; or 

· A measure of liquidity that is different from cash flow or cash flow from operations computed in accordance with GAAP. 

	Professional Standards
	(1) Accounting principles that are:

a. Established by the standard setting body described in section 19b of the Securities Act of 1933, as amended by this Act, or prescribed by the Commission under the Securities Exchange Act of 1934; and

b. Relevant to audit reports for particular issuers, or dealt with in the quality control system of a particular registered public accounting firm; and

(2) Auditing standards, standards for attestation engagements, quality control policies and procedures, ethical and competency standards, and independence standards that the Board or Commission determines:

a. Related to the preparation or issuance of audit reports for issuers; and

b. Are established or adopted by the Board under section 103(a), or are promulgated as rules of the Commission.

	Registered Public Accounting Firm
	A public accounting firm registered with the Board in accordance with this Act.

	Research Report
	A written or electronic communication that includes an analysis of equity securities of individual companies or industries, and that provides information reasonably sufficient upon which to base an investment decision.

	Rules of the Board
	The bylaws and rules of the Board (as submitted to, and approved, modified, or amended by the Commission, in accordance with section 107), and those stated policies, practices, and interpretations of the Board that the Commission, by rule, may deem to be rules of the Board, as necessary or appropriate in the public interest or for the protection of investors.

	Securities analyst
	Any associated person of a registered broker or dealer that is principally responsible for, and any associated person who reports directly or indirectly to a securities analyst in connection with, the preparation of the substance of a research report, whether or not any such person has the job title of ‘securities analysts’.

	Workpapers
	Rule 2-06(b) (adopted to implement Section 802) defines the term "workpapers" to be “documentation of auditing or review procedures applied, evidence obtained, and conclusions reached by the accountant in the audit or review engagement, as required by standards established or adopted by the Commission or by the Public Company Accounting Oversight Board."  The PCAOB may establish auditing standards further defining the term.  


	Sarbanes Oxley Act of 2002 –

Conference Report H.R. 3763

July 30, 2002

Overview
	Effective Date
	Responsibilities

	Title I: Public Company Accounting Oversight Board
	
	

	101 – Establishment; administrative provisions

· The Board is established to oversee the audit of public companies that are subject to the securities laws in order to protect the interests of public investors.

· Duties of the Board:

· Register public accounting firms and associated persons.

· Establish auditing, quality control, ethics, independence, and other standards relating to the preparation of audit reports for issuers.

· Conduct inspections of registered public accounting firms and associated persons, in accordance with section 105.

· Conduct investigations and disciplinary proceedings concerning, and impose appropriate sanctions upon such firms and persons.

· The Board shall have 5 members, only 2 of which shall be or have been certified public accountants.  The term of service of each Board member shall be 5 years and no member may serve more than 2 terms.
	Board Members appointed by 10/28/2002 and organized to carry out Title I by 4/26/03
	Public Company Accounting Oversight Board, Boards of Directors

	102 – Registration with the Board

· Registration is mandatory.  It shall be unlawful for any person that is not a registered public accounting firm to participate in the preparation or issuance of any audit report with respect to any issuer.

· Each public accounting firm shall submit:

· Names of all issuers for which the firm prepared or issued audit reports during the immediately preceding calendar year, and for which the firm expects to prepare or issue reports during the current calendar year.

· The annual fees received by the firm from each issuer for audit services, other accounting services, and non-audit services respectively.

· A list of accountants associated with the firm who participate in or contribute to the preparation of audit reports.

· Copies of any disclosure filed by an issuer who discloses accounting disagreements between such issuer and the public accounting firm.

· An updated annual report and interim changes thereto as required.
	180 days after the completion date of Sec. 101.
	Public Company Accounting Oversight Board, Registered Public Accounting Firm

	103 – Auditing, quality control, and independence standards and rules

· The Board shall adopt standards proposed by professional groups of accounts and other advisor groups, modified or amended, as the Board deems necessary in the public interest for protection of investors.

· In adopting auditing standards, the Board shall require each public accounting firm to:

· Maintain audit work papers and other detail information related to any audit report for a period of not less than 7 years.

· Provide a concurring or second partner review and approval of such audit report performed by a qualified associate other than the person in charge of the audit.

· Describe in each audit report the scope and results of the auditor testing of the internal control structure and procedures of the issuer.

· The Board shall cooperate on an ongoing basis with the professional groups of accountants and advisory groups convened in the examination of the need for changes in standards over which the Board has authority.
	Rules Required 4/26/03
	Public Company Accounting Oversight Board, Registered Public Accounting Firm

	104 – Inspections of registered public accounting firms

· The Board shall conduct a continuing program of inspections to assess the degree of compliance of each registered public accounting firm and associated persons of that firm with this Act, the rules of the Board, the rules of the Commission, or professional standards, in connection with its performance of audits, issuance of audit reports, and related matters involving issuers.

· Inspections shall be conducted annually for each registered public accounting firm that regularly provides audit reports for more than 100 issuers and not less than once every 3 years for a firm that provides audit reports for 100 or fewer issuers.

· The Board shall provide to each registered public accounting firm details of the inspection procedures, conduct of inspection, record retention, procedures for review of findings, a written report of findings, and how to seek an interim review by the Commission


	Rules Required 4/26/03
	Public Company Accounting Oversight Board, Registered Public Accounting Firm

	105 – Investigations and disciplinary proceedings

· The Board may conduct investigation of any act or practice, or omission to act, by a registered public accounting firm or associated person including gathering of testimony and documentation.

· Non-cooperation with investigations may be the basis for suspension or revocation of the registration of the public accounting firm.

· The Board shall notify the Commission of any pending Board investigation and coordinate its work with the work of the Commission Division of Enforcement.

· Sanctions range from censure to a civil money penalty of $15 million.
	No date specified.
	Public Company Accounting Oversight Board, Registered Public Accounting Firm

	106 – Foreign public accounting firms *
· Any foreign public accounting firm that prepares or furnished an audit report with respect to any issuer shall be subject to this Act and the rules of the Board and the Commission issued under this Act.
	7/30/02
	Registered Public Accounting Firm.

	107 – Commission oversight of the Board *
· The Commission shall have oversight and enforcement authority over the Board.

· No rule of the Board shall become effective without prior approval of the Commission.

· The applicable provision of the Securities Exchange Act of 1934 shall govern the review by the Commission of final disciplinary sanctions imposed by the Board.
	7/30/02
	SEC, Public Company Accounting Oversight Board, Boards of Directors

	108 – Accounting standards. *

· The Commission and the Board may recognize as “generally accepted” for purposes of the securities laws, any accounting principles established by a standard setting body capable of improving the accuracy and effectiveness of financial reporting and the protection of investors under the securities laws.
	7/30/02
	SEC, Public Company Accounting Oversight Board

	109 – Funding. *

· The annual budget of the Board shall be subject to approval by the Commission.

· The costs of funding the budget will be allocated among and payable by each issuer in an amount equal to the total of such amount, multiplied by a fraction:

· The numerator of which is the average monthly equity market capitalization of the issuer for the 12-month period immediately preceding the beginning of the fiscal year to which such budget relates; and

· The denominator of which is the average monthly equity market capitalization of all such issuers for such 12-month period.
	7/30/02
	SEC, Public Company Accounting Oversight Board, Corporate Management


	Title II: Auditor Independence
	
	

	201 – Services outside the scope of practice of auditors.

· It shall be unlawful for a registered public accounting firm that performs for any issuer any audit to provide to that issuer, contemporaneously with the audit, any non-audit service, including 

· “Bookkeeping or other services related to the accounting records or financial statements of the audit client;

· SEC RULE: prohibit an accountant from auditing the bookkeeping work performed by his or her accounting firm
· Financial information systems design and implementation;

· SEC RULE: prohibit the accounting firm from providing any service related to the audit client's information system, unless it is reasonable to conclude that the results of these services will not be subject to audit procedures during an audit of the audit client's financial statements.  These rules will not preclude an accounting firm from working on hardware or software systems that are unrelated to the audit client's financial statements or accounting records as long as those services are pre-approved by the audit committee.
· Appraisal or valuation services, fairness opinions, or contribution-in-kind services; 
· SEC RULE: Appraisal and valuation services include any process of valuing assets, both tangible and intangible, or liabilities. Fairness opinions and contribution-in-kind reports are opinions and reports in which the firm provides its opinion on the adequacy of consideration in a transaction. These rules will prohibit the accountant from providing such services unless it is reasonable to conclude that the results of these services will not be subject to audit procedures during an audit of the audit client's financial statements.
· Actuarial services;

· SEC RULE: Prohibit an accountant from providing to an audit client any actuarially oriented advisory service involving the determination of amounts recorded in the financial statements and related accounts for the audit client unless it is reasonable to conclude that the results of these services will not be subject to audit procedures during an audit of the audit client's financial statements. The accountant, however, may assist a client in understanding the methods, models, assumptions and inputs used in computing an amount.
· Internal audit outsourcing services;

· SEC RULE: Prohibit the accountant from providing any internal audit service that has been outsourced by the audit client that relates to the audit client's internal accounting controls, financial systems or financial statements unless it is reasonable to conclude that the results of these services will not be subject to audit procedures during an audit of the audit client's financial statements.
· Management functions or human resources;

· SEC RULE: Prohibit the accountant from acting, temporarily or permanently, as a director, officer or employee of an audit client, or performing any decision-making, supervisory, or ongoing monitoring function for the audit client.

· SEC RULE: Prohibit the accountant seeks out prospective candidates for managerial, executive or director positions; acts as negotiator on the audit client's behalf; or undertakes reference checks of prospective candidates. 
· SEC RULE: Prohibit the accountant from engaging in psychological testing or other formal testing or evaluation programs, or recommends or advises the audit client to hire a specific candidate for a specific job.
· Broker or dealer, investment adviser, or investment banking services;

· SEC RULE: Prohibit the accountant from acting as a broker-dealer (registered or unregistered), promoter or underwriter on behalf of an audit client and similar activities
· Legal services and expert services related to the audit;
· SEC RULE: Prohibit the accountant from providing to an audit client any service that, under circumstances in which the service is provided, could be provided only by someone licensed, admitted, or otherwise qualified to practice law in the jurisdiction in which the service is provided.
· Any other service that the Board determines, by regulation, is impermissible.”

· SEC RULE: Prohibit an accountant from providing expert opinions or other expert services to an audit client, or a legal representative of an audit client, for the purpose of advocating that audit client's interests in litigation or in a regulatory or administrative proceeding or investigation.  However, an accountant may provide factual accounts or testimony or explaining the positions taken or conclusions reached during the performance of any service by the accountant.
· A registered public accounting firm may engage in any non-audit service, including tax services that are not set forth above, if the activity is approved in advance by the audit committee of the issuer.

· SEC RULE: There are, however, some circumstances where providing certain tax services to an audit client would impair the independence of an accountant, such as representing an audit client in tax court or other situations involving public advocacy.
· SEC ADOPTED RULES TO IMPLEMENT 201 BY DEFNING THE PROHIBITED SERVICES (see above)
	1/22/03 Adopted Rules
Final Rules Effective 90 days after publication in the Federal Register.


	Audit Committees, Registered Public Accounting Firm

	202 – Preapproval requirements

· The audit committee of the issuer shall preapprove all auditing services and non-audit services.

· De minimus exception = less than 5% of audit fee.
· SEC ADOPTED RULES: 
· Requiring that the audit committee pre-approve all services.

· Audit committee may establish policies and procedures for pre-approval provided they are consistent with the Act, detailed as to the particular service, and designed to safeguard the continued independence of the accountant.

· a de minimis exception (solely related to the provision of non-audit services for an issuer) waives the pre-approval requirements for non-audit services provided that all such services (1) do not aggregate to more than five percent of total revenues paid by the audit client to its accountant in the fiscal year when services are provided; (2) were not recognized as non-audit services at the time of the engagement; and (3) are promptly brought to the attention of the audit committee and approved prior to the completion of the audit by the audit committee or one or more designated representatives.
· Require that issuers provide, in their annual reports, fees paid to the independent accountant for (1) audit services, (2) audit-related services, (3) tax services, and (4) other services.  These disclosures must include the audit committee's policies and procedures for pre-approval of services by the independent accountant as well as the percent of fees paid subject to the de minimis exception.
	1/22/03 Adopted Rules 

Final Rules Effective 90 days after publication in the Federal Register.


	Audit Committees, Registered Public Accounting Firm

	203 – Audit partner rotation

· It shall be unlawful for a registered public accounting firm to provide audit services to an issuer if the lead (or coordinating) audit partner (having primary responsibility for the audit), or the audit partner responsible for reviewing the audit, has performed audit services for that issuer in each of the 5 previous fiscal years of that issuer.

· SEC ADOPTED RULES: 
· Require the lead and concurring partner rotate after five years and be subject to a five-year "time out" period after rotation. Additionally, certain other significant audit partners will be subject to a seven-year rotation requirement with a two-year time out period.
· Provide that an accountant is not independent if, at any point during the audit and professional engagement period, any audit partner earns or receives compensation based on that partner procuring engagements with the audit client to provide any services other than audit, review or attest services.
· Firms with fewer than five audit clients and fewer than ten partners may be exempt provided each of these engagements is subject to a special review by the Public Company Accounting Oversight Board at least every three years.
	1/22/03 Adopted Rules
Final Rules Effective 90 days after publication in the Federal Register.


	Registered Public Accounting Firm, External Auditors

	204 – Auditor reports to audit committees

· Each registered public accounting firm performing an audit shall report to the audit committee of the issuer:

· All critical accounting policies and practices used

· All alternative treatments of financial information within generally accepted principles that have been discussed with management.

· Other material written communications between the accounting firm and management, such as any management letter or schedule of unadjusted differences.

· SEC ADOPTED RULES: 
· Require the accounting firm to report, prior to the filing of its audit report with the Commission, to the audit committee (1) all critical accounting policies and practices used by the issuer; (2) all material alternative accounting treatments of financial information within GAAP that have been discussed with management, including the ramifications of the use of such alternative treatments and disclosures and the treatment preferred by the accounting firm; and (3) other material written communications between the accounting firm and management.
	1/22/03 Adopted Rules
Final Rules Effective 90 days after publication in the Federal Register.


	Audit Committees, Registered Public Accounting Firm

	205 – Conforming amendments

· Conform Commission and Board terminology, i.e., an independent public account” to “a registered public accounting firm”, et al.
	7/30/02
	SEC, Public Company Accounting Oversight Board

	206 – Conflicts of interest

· It shall be unlawful for registered public accounting firm to perform for an issuer any audit service required by this title, if a CEO, controller, CFO, chief accounting officer, or any person serving in an equivalent position for the issuer, was employed by that registered independent public accounting firm and participated in any capacity in the audit of that issuer during the 1-year period preceding the date of the initiation of the audit.

· SEC ADOPTED RULES: 
· An accounting firm is not independent if a member of management involved in overseeing financial reporting matters was the lead partner, the concurring partner, or any other member of the audit engagement team who provided more than ten hours of audit, review or attest services for the issuer within the one year period preceding the commencement of the audit of the current year's financial statements.
	1/22/03 Adopted Rules
Final Rules Effective 90 days after publication in the Federal Register.


	Registered Public Accounting Firm, Corporate Management

	207 – Study of mandatory rotation of registered public accounting firms

· The Controller General shall submit a report to the Committee on Banking, Housing, and Urban affairs of the Senate and the Committee on Financial Services of the House of Representatives on the results of a study to determine the imposition of a limit on the period of years in which a particular registered public accounting firm may be auditor for a particular issuer.
	7/30/03
	Registered Public Accounting Firm

	208 – Commission authority

· The Commission shall take actions to conform the Board authority.
	Rules Required 1/26/03
	SEC

	209 – Considerations by appropriate State regulatory authorities

· It is recommendation that State regulatory authorities supervising non-registered public accounting firms should make an independent determination of proper standards applicable, taking into consideration the size and nature of the business of the clients of those firms.
	No date specified.
	State Regulatory Authorities

	Title III: Corporate Responsibility
	
	

	301 – Public Company Audit Committees

· Audit Committee of the BOD

· Responsible for appointment, compensation and over sight of Issuer’s registered public accounting firm hired to prepare an audit report and any advisers they employ.  

· Has authority to engage independent counsel and other advisers

· Each member shall be a member of the BOD

· Each member shall be independent – not accept consulting or advisory fees from issuer or be affiliated with issuer or its subsidiaries.

· (Whistle-blowing) Shall establish procedures for receipt, retention, & treatment anonymous submission of complaints from issuer and its employees regarding accounting or auditing matters

· Issuer:

· If not in compliance, national securities exchanges and national securities associations directed to prohibit listing of subject security.  Issuer has opportunity to cure any defects before prohibition.

· Issuer shall provide for funding as determined by the audit committee
	Rules Required 4/26/03
	Audit Committees, Corporate Management

	302 – For Financial Reports**

· Reports (annual 10K or quarterly 10Q) submitted under the SEC Act of ’34 must be certified by the singing officers (CEO & CFO) that:

· Has been reviewed by the signing officer

· Report does not contain untrue statements of a material nature or omit to state a material fact

· Report of financial statements and information fairly present the financial condition & results of operations in all material respects

· Signing Officer (SO) Responsibility

· Maintaining internal controls to ensure material information is made known to SO during the reporting period

· Present in the report the results of his/her evaluation of effectiveness (quality & timeliness of disclosures) of internal controls (which must be concluded 90 days prior to report), & any significant changes in internal controls.

· Disclose to auditors and audit committee

· Disclose significant deficiencies in the internal controls design or operation

· Disclose any fraud by internal control employees

· Foreign re-incorporations have no effect (does not lessen the legal force)

· SEC ADOPTED AMENDMENTS
· Require mutual funds and other registered management investment companies

· To file certified shareholder reports with the Commission on new Form N-CSR. The amendments will also designate these certified shareholder reports as reports that are required under Sections 13(a) and 15(d) of the Securities Exchange Act of 1934.
· To maintain, and regularly evaluate the effectiveness of, controls and procedures designed to ensure that the information required in filings on Form N-CSR is recorded, processed, summarized and reported on a timely basis.
· To report the required reports to shareholders using Form N-CSR, rather than Form N-SAR, which is primarily a regulatory reporting form for use by the Commission in its inspection and compliance programs
	Effective 8/29/2002

Adopted Rules 1/22/03 related to investment companies will be effective 30 days after publication in the Federal Register.


	Corporate Management signing officers (CEO & CFO),
Registered Management Investment Companies


	303 – Improper Influence on Conduct of Audits

· Unlawful to fraudulently influence, coerce, manipulate or mislead any independent public or certified accountant engaged in the performance of the audit

· SEC has exclusive authority to enforce
	Rules Required 4/26/03
	Boards of Directors, Audit Committees, Corporate Management

	304 – Forfeiture of Certain Bonuses and Profits *

· If an issuer is required to prepare an accounting restatement due to misconduct for financial reporting requirement for SEC noncompliance, the CEO and CFO shall reimburse the issuer for:

· Any bonus received during the 12 month period following the filing

· Any profits realized from the sale of issuer securities during the 12-month period.
	7/30/02
	CEO, CFO

	305 – Officer and Director Bars and Penalties *
· “Substantial unfitness” has been changed to “unfitness” in the Securities Exchange Act of 1934 and Securities Act of 1933.

· The Commission may seek and Federal Court may grant any equitable relief that may be appropriate for investors.
	7/30/02
	SEC

	306 – Insider Trades During Pension Fund Blackout Periods

· It shall be unlawful for any director or executive officer of an issuer to transact any equity security of the issuer during any blackout period.

· Any realized profit shall inure to the issuer

· Actions to recover profits in the name of the issuer if the issuer fails to bring action within 60 days after request date or fails to prosecute, except suit shall not be more than 2 years after the profit realized date.

· The issuer shall notify the director or officer and the SEC of such blackout period.

· The plan administrator shall notify the plan participants and beneficiaries who are affected by the blackout period at least 30 days in advance.

· The plan administrator shall timely notify the issuer of any employer securities subject to such blackout period.

· Plan administrators will be assessed $100 a day (for any single participant) for failure to provide notice to participants and beneficiaries

· SEC PROPOSES NEW REGULATION BLACKOUT TRADING RESTRICTION (BTR)
· Will apply to the directors and executive officers of domestic issuers, foreign private issuers, banks and savings associations, small business issuers and, in rare instances, registered investment companies.
· Will define the term "equity security" to include both equity securities and derivative securities relating to an equity security, whether or not issued by the issuer, and will provide that the term "derivative security" has the same meaning as under the Section 16 rules
· Will specify the instances where an acquisition of equity securities by a director or executive officer is "in connection with" his or her service to, or employment with, an issuer. 
· Will provide that any equity securities sold or otherwise transferred during a blackout period will be treated as "acquired in connection with service or employment as a director or executive officer" unless he or she establishes that the equity securities were acquired from another source and this identification is consistent with the treatment of the securities for tax purposes and all other disclosure and reporting requirements.
· Will apply to indirect, as well as direct, acquisitions and dispositions of equity securities where a director or executive officer has a "pecuniary interest" in the transaction. "Pecuniary interest" will have the same meaning as under the Section 16 rules. Accordingly, acquisitions or dispositions of equity securities by family members, partnerships, corporations, limited liability companies and trusts will be deemed to be acquisitions or dispositions by a director or executive officer if he or she has a pecuniary interest in the equity securities.
· Will exempt from the statutory trading prohibition several categories of transactions that occur automatically, are made pursuant to an advance election or are otherwise outside the control of the director or executive officer, including: 

· Acquisitions of equity securities under dividend or interest reinvestment plans;
· Purchases or sales of equity securities that satisfy the affirmative defense conditions of Exchange Act Rule 10b5-1(c);
· Purchases or sales of equity securities, other than "discretionary transactions" (as defined under the Section 16 rules) pursuant to certain employee benefit plans;
· Compensatory grants and awards of equity securities pursuant to programs under which grants and awards occur automatically;
· Exercises, conversions or terminations of certain derivative securities, which, by their terms, occur only on a fixed date, or are exercised, converted or terminated by a counter-party who is not subject to the influence of the director or executive officer;
· Acquisitions or dispositions of equity securities involving a bona fide gift or a transfer by will or the laws of descent and distribution;
· Acquisitions or dispositions of equity securities pursuant to a domestic relations order;
· Sales or other dispositions of equity securities compelled by the laws or other requirements of an applicable jurisdiction;
· Acquisitions or dispositions of equity securities in connection with a merger, acquisition, divestiture or similar transaction occurring by operation of law; and
· Increases or decreases in equity securities holdings resulting from a stock split, stock dividend or pro rata rights distribution.
· Will provide that, in the case of a domestic issuer, the Section 306(a) trading prohibition is triggered only if the ability of U.S. pension plan participants to trade in an issuer's equity securities through their individual plan accounts is temporarily suspended for more than three consecutive business days and this temporary suspension affects 50% or more of the participants under all pension plans with individual accounts maintained by the issuer.

· will provide that, in the case of a foreign private issuer, the Section 306(a) trading prohibition is triggered only if the 50% test is satisfied and the number of U.S. plan participants subject to the temporary trading suspension is either (1) greater than 15% of the issuer's worldwide workforce, or (2) greater than 50,000 in number.

· Will provide that, generally, the amount recoverable in a private action is the difference between the amount paid or received for the equity security on the date of the transaction during the blackout period and the amount that would have been paid or received for the equity security if the transaction had taken place outside the blackout period.

· Will specify the content and timing of the notice that an issuer is required to provide to its directors and executive officers and to the Commission about an impending blackout period. In the case of a domestic issuer, the notice to the Commission will be provided in a Form 8-K report.
	Rules Adopted 1/15/03

Section 306(a) takes effect on Jan. 26, 2003. Regulation BTR will take effect at the same time.

	Boards of Directors, Corporate Management, Pension Plan Administrators, Banks and Savings Associations, small Business Issuers and, in rare instances, Registered Investment Companies

	307 – Rules of Professional Responsibility for Attorneys

· The Commission shall issue rules setting for the minimum standards of professional conduct for attorneys appearing and practicing before the Commission and representing issuers including:

· Requiring the attorney to report evidence of a material violation of securities law by the company to the chief legal counsel or CEO; and

· If evidence is not reported, require the attorney to report the evidence to the audit committee or the board of directors.
· RULES ADOPTED 1/23/03 will:
· “Require an attorney to report evidence of a material violation, determined according to an objective standard, "up-the-ladder" within the issuer to the chief legal counsel or the chief executive officer of the company or the equivalent; 

· Require an attorney, if the chief legal counsel or the chief executive officer of the company does not respond appropriately to the evidence, to report the evidence to the audit committee, another committee of independent directors, or the full board of directors;
· Clarify that the rules cover attorneys providing legal services to an issuer who have an attorney-client relationship with the issuer, and who have notice that documents they are preparing or assisting in preparing will be filed with or submitted to the Commission;
· Provide that foreign attorneys who are not admitted in the United States, and who do not advise clients regarding U.S. law, would not be covered by the rule, while foreign attorneys who provide legal advice regarding U.S. law would be covered to the extent they are appearing and practicing before the Commission, unless they provide such advice in consultation with U.S. counsel;
· Allow an issuer to establish a "qualified legal compliance committee" (QLCC) as an alternative procedure for reporting evidence of a material violation. Such a QLCC would consist of at least one member of the issuer's audit committee, or an equivalent committee of independent directors, and two or more independent board members, and would have the responsibility, among other things, to recommend that an issuer implement an appropriate response to evidence of a material violation. One way in which an attorney could satisfy the rule's reporting obligation is by reporting evidence of a material violation to a QLCC;
· Allow an attorney, without the consent of an issuer client, to reveal confidential information related to his or her representation to the extent the attorney reasonably believes necessary (1) to prevent the issuer from committing a material violation likely to cause substantial financial injury to the financial interests or property of the issuer or investors; (2) to prevent the issuer from committing an illegal act; or (3) to rectify the consequences of a material violation or illegal act in which the attorney's services have been used; 
· State that the rules govern in the event the rules conflict with state law, but will not preempt the ability of a state to impose more rigorous obligations on attorneys that are not inconsistent with the rules; and 
· Affirmatively state that the rules do not create a private cause of action and that authority to enforce compliance with the rules is vested exclusively with the Commission.”
	Rules Adopted 1/23/03

Final Rules Effective 180 days after publication in the Federal Register.


	Chief Legal Counsel, CEO, Audit Committee, Board of Directors

	308 – Fair Funds for Investors

· If the commission obtains an order requiring disgorgement against any person or obtains a civil penalty against a person who violates securities laws, the amount will be added to the disgorgement fund for the benefit of the victims of the violation.

· The commission shall prepare a study, due 180 days after enactment) to analyze enforcement actions over the preceding 5 years that have included proceedings to obtain civil penalties or disgorgements to identify areas where such proceedings may be utilized to efficiently provide restitution for injured investors; and any other improvement methods. 
	Rules required 1/26/03


	SEC

	Title IV: Enhanced Financial Disclosures
	
	

	401 – Disclosures in periodic reports

· Financial Reports prepared in accordance with generally accepted accounting principles

· Must reflect all material correcting adjustments 

· Disclose all material off-balance sheet transactions, arrangements, obligations and other relationships with unconsolidated entities or persons 

· Any public disclosures:

· Do not contain untrue statements of a material fact

· Do not omit material fact

· Reconcile with the financial condition of the issuer

· Study by Commission (one year after effective date):

· Determine extent of off-balance sheet transactions

· Determine if financial statements reflect off-balance sheet transactions to investors 

· Report & Recommendations (6 months after study)

· Amount or estimate of off-balance sheet transactions

· Extent to which special purpose entities used for off-balance sheet transactions

· Whether off-balance sheet transaction are transparent to investors

· Recommendations for improving transparency and quality of reporting off-balance sheet transactions
· SEC ADOPTED AMENDMENTS TO IMPLEMENT 401(a)

· Require a registrant to provide an explanation of its off-balance sheet arrangements in a separately captioned subsection of the "Management's Discussion and Analysis" (MD&A) section in its disclosure documents. 
· Require registrants (other than small business issuers) to provide an overview of certain known contractual obligations in a tabular format.
· Require disclosure of off-balance sheet arrangements that either have, or are reasonably likely to have, a current or future effect on the registrant's financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources that are material to investors.

· Require disclosure of the following specified information to the extent necessary to an understanding of off-balance sheet arrangements and their material effects:

· the nature and business purpose of the registrant's off-balance sheet arrangements;

· the importance to the registrant for liquidity, capital resources, market risk or credit risk support or other benefits;

· the financial impact and exposure to risk; and

· Known events, demands, commitments, trends or uncertainties that implicate the registrant's ability to benefit from its off-balance sheet arrangements.
· Require registrants to disclose, in a tabular format, the amounts of payments due under specified contractual obligations, aggregated by category of contractual obligation, for specified time periods.
· SEC ADOPTED REGULATION G TO IMPLEMENT 401(b): 
· Applies when a company publicly discloses or releases material information that includes a non-GAAP financial measure:

· Prohibit material misstatements or omissions that would make the presentation of the material non-GAAP financial measure, under the circumstances in which it is made, misleading, and will require a quantitative reconciliation (by schedule or other clearly understandable method) of the differences between the non-GAAP financial measure presented and the comparable financial measure or measures calculated and presented in accordance with GAAP
· Provide a limited exception for foreign private issuers where (1) the securities of the issuer are listed or quoted on a securities exchange or inter-dealer quotation system outside the United States; (2) the non-GAAP financial measure and the most comparable GAAP financial measure are not calculated and presented in accordance with generally accepted accounting principles in the United States; and (3) the disclosure is made by or on behalf of the issuer outside the United States, or is included in a written communication that is released by or on behalf of the issuer outside the United States.
· Amend Item 10 of Regulation S-K and Item 10 of Regulation S-B that address specifically the use of non-GAAP financial measures in filings with the Commission and amended Exchange Act Form 20-F to apply these requirements to annual reports filed with the Commission by foreign private issuers.
	1/22/03 Adopted Amendments:

Off-balance sheet effective 6/15/03. 
Table of contractual obligations effective 12/15/03.

1/15/03 Adopted Regulation G
Rules to implement 401(b) 
	Corporate Management, Registered Public Accounting Firm

	402 – Enhanced conflict of interest provisions *

· It shall be unlawful for issuer to arrange for, extend credit or renew credit in the form of a personal loan for any director, executive officer (or equivalent): directly or indirectly or through a subsidiary.

· Certain categories of personal loans are permitted, including those in place on July 30, 2002, home loans, consumer credit or charge cards made on publicly available terms or loans from financial institutions that follow existing insider banking regulations.
	7/30/02
	Boards of Directors, Corporate Management

	403 – Disclosures of transactions involving management and principal stockholders. **

· Individuals required to file disclosures are:

· Directors, Officers and Principal Stockholders and beneficial owners of more than 10% of any class of equity security which is registered with the exchange

· Time of filing:

· File at time of registration of security (rather than month-end)

· File within 10 days after becoming owner, director or officer

· File before 2 business days if there is a change in ownership

· Reports must be filed electronically by 7/30/03
· Disclosure must include statement of equity ownership and any changes.


	8/29/02
	Boards of Directors, Corporate Officers, Principal Stockholders

	404 – Management assessment of internal controls

· Annual Report must contain an internal control report which shall:

· State responsibility of management for adequate internal control structure and procedures

· Contain assessment of the effectiveness of the internal control structure and procedures

· Registered public accounting firms must attest to and report on the assessment made by the company
	Deadline not stated in Act.

(10/16/02 Rules published for comment)
	Corporate Management, Registered Public Accounting Firm

	405 – Exemption *

· Sec 401, 402 and 404 do not apply to investment companies.
	07/30/02
	Investment Companies

	406 – Code of ethics for senior financial officers

· Company required to disclose whether it has adopted a code of ethics for its principle executive officer & senior financial officers, or if it has not, why not; & to disclose current amendments to & waivers from, the code of ethics relating to any of those officers.

· SEC ADOPTED AMENDMENTS
· Require companies to disclose annually whether the company has adopted a code of ethics for the company's principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions.  If it has not, the company will be required to explain why it has not. 

· Require a company to disclose on a current basis amendments to, and waivers from, the code of ethics relating to any of those officers.
· Require companies to make available to the public a copy of its code of ethics, or portion of the code that applies to the company's principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions.

· Require a registered management investment company to disclose whether it has adopted a code of ethics that applies to its principal executive officer and senior financial officers or persons performing similar functions.  If it has not, the investment company will be required to explain why it has not. The amendments will also require an investment company to disclose amendments to, and waivers from, the code of ethics relating to any of those officers.
	Effective Date: 30 days after publication in the Federal Register.
Compliance on or after July 15, 2003.
Comments regarding treatment of certain foreign private issuers should be received on or before February 18, 2003.
	Corporate Management, Registered Management Investment Company Management

	407 – Disclosure of audit committee financial expert
· Company is required to disclose the number & names of “financial experts” serving on the audit committee & that they are independent of management, as determined by the board of directors.

· SEC ADOPTED AMENDMENTS
· Required a company (including a registered management investment company) to annually disclose whether it has at least one "audit committee financial expert" on its audit committee, and if so, the name of the audit committee financial expert and whether the expert is independent of management. A company that does not have an audit committee financial expert will be required to disclose this fact and explain why it has no such expert.
· An audit committee financial expert will not be deemed an "expert" for any purpose, including for purposes of Section 11 of the Securities Act of 1933, and that the designation of a person as an audit committee financial expert does not impose any duties, obligations or liability on the person that are greater than those imposed on such a person as a member of the audit committee in the absence of such designation, nor does it affect the duties, obligations or liability of any other member of the audit committee or board of directors.
	Rules Adopted 1/15/03 and 1/22/03 for investment companies

Effective Date: 30 days after publication in the Federal Register.
Compliance on or after July 15, 2003.
Small companies on or after Dec. 15, 2003
	Audit Committees, Corporate Management, Registered Management Investment Company Management

	408 – Enhanced review of periodic disclosures by issuers *

· SEC must review issuers disclosures on a regular & systematic basis and they shall be reviewed at least once every 3 years

· Considerations include:  material restatement, experience significant volatility in stock price, large market cap, disparities in P/E ratios, operations significantly affect any material sector of the economy, etc.
	7/30/02
	SEC, Corporate Management

	409 – Real time issuer disclosures

· Rapidly disclose current information concerning material changes in the financial condition or operations of the issuer.

· SEC ADDED NEW SECTION 13(I) ON 1/15/03:
· Obligates public companies to disclose "on a rapid and current basis such additional information concerning material changes in the financial condition or operations of the issuer as the Commission determines, by rule, is necessary or useful for the protection of investors and in the public interest."
· SEC ADOPTED AMENDMENTS TO FORM 8-K ON 1/15/03:
· Require public companies to furnish to the Commission releases or announcements disclosing material non-public financial information about completed annual or quarterly fiscal periods. These amendments will not require the issuance of earnings releases or similar announcements. However, such releases and announcements will trigger the new requirement. The new Form 8-K requirement will apply regardless of whether the release or announcement included disclosure of a non-GAAP financial measure.
· Public disclosure of financial information for a completed fiscal period in a presentation that is made orally, telephonically, by Web cast, by broadcast, or by similar means will not be required to be filed, if (1) the presentation occurs within 48 hours of a related release or announcement that is filed on Form 8-K; (2) the presentation is broadly accessible to the public; and (3) the information in the Web cast is posted on the company's Web site


	Rules Adopted 1/15/03
Effective 30 days from the date published in the Federal Register.

New disclosures due in annual reports on 1/15/03.


	Corporate Management

	Title V: Analyst Conflicts of Interest
	
	

	501 – Treatment of securities analysts by registered securities associations and national securities exchanges

· The Commission, a registered securities association or national securities exchange shall adopt rules designed to address conflicts of interest that can arise when securities analysts recommended equity securities in research reports or public appearances, in order to improve the objectivity of research and provide investors with more useful and reliable information:

· To foster greater public confidence in securities research:

· Restrict prepublication clearance or approval of research reports by persons employed by the broker engaged in investment banking activities.

· Only officials employed by the broker and not engaged in investment banking activities can supervise securities analysts.

· Brokers may not retaliate against securities analyst employed by that broker for an unfavorable research report that may adversely affect the investment banking relationship with the issuer that is the subject of the report.

· Define periods during which brokers participating in a public offering should not publish research reports relating to the issuer of such securities.

· Establish safeguards within brokers to assure securities analysts are separated by informational partitions from the review of those involved in investment banking activities.

· The Commission, a registered securities association or national securities exchange shall adopt rules designed to require each securities analyst to disclose in public appearances, and each registered broker or dealer to disclose in each research report, conflicts of interest:
· The extent to which the securities analyst has debt or equity investments in the issuer.
· Has compensation been received by the broker or analyst from the issuer?
· Is an issuer now or within the previous year been a client of the broker and what types of services were provided?
· Did the securities analyst receive compensation based upon the investment banking revenues of the broker?
	7/30/03
	SEC, Registered Securities Association, National Securities Exchange, Securities Analysts and Brokers.

	Title VI: Commission Resources and Authority
	
	

	601 – Authorization of appropriations *

· $776M for fiscal 2003 appropriated to the SEC.
	07/30/02
	Congress

	602 – Appearance and practice before the Commission *

· SEC can censure any person the privilege of appearing or practicing before the SEC if found not to posses qualifications, or willfully violated the SEC laws.
	07/30/02
	Any Person

	603 – Federal court authority to impose penny stock bars *

· The court may prohibit any person accused of misconduct from participating in an offering of penny stock.
	07/30/02
	Any Person

	604 – Qualifications of associated persons of brokers and dealers *

· Brokers, dealers and investment advisers are subject to any order of the Commission or State securities commission, Federal banking agency or National Credit Union Administration that bars persons from association with brokers, dealers, & investment advisers.
	07/30/02
	Brokers, Dealers, Investment Advisers

	Title VII: Studies and Reports
	
	

	701 – GAO study and report regarding consolidation of public accounting firms

· Comptroller General to conduct study 

· To identify: factors that led to consolidation since 1989, impact on capital formation and securities markets, solutions to any problems.

· Of problems that resulted in limited competition among accounting firms.
	7/30/03


	GAO, Registered Public Accounting Firm

	702 – Commission study and report regarding credit rating agencies

· The Commission is to conduct a study of the role of credit rating agencies in the operation of the securities market.

· In the evaluation of issuers of securities; the importance of that role to investors; impediments to the accurate appraisal by credit rating agencies; any barriers to entry in the credit rating business; measures to improve dissemination of information; and conflicts of interest and preventive measures.
	Rules Required 1/26/03
	SEC, Credit Rating Agencies

	703 – Study and report on violators and violations

· The Commission is to conduct a study (for the period 1/1/98 to 12/31/01) to report the umber of securities professional found to have aided or have been primary violators of the Federal securities laws, description of violations committed, and the amount of assessed fines.
	Rules Required 1/26/03
	SEC

	704 – Study of enforcement actions

· The Commission is to conduct a study (for the period 1/1/98 to 12/31/01) review enforcement actions by the SEC involving violations of reporting requirement susceptible to fraud such as revenue recognition, and accounting treatment of off-balance sheet entities.
	Rules Required 1/26/03
	SEC

	705 – Study of investment banks

· The Comptroller General is to conduct a study on whether investment banks and financial advisers assisted public companies in manipulating their earnings & obfuscating their true financial condition: e.g., creating & marketing transactions designed to manipulate revenue streams, obtain loans, or move liabilities off balance sheets to obscure the company’s financial picture.
	Rules Required 1/26/03
	GAO

	Title VIII: Corporate and Criminal Fraud Accountability
	
	

	801 – Short Title *

· May be sited as “Corporate and Criminal Fraud Accountability Act of 2002.”
	07/30/02


	SEC

	802 – Criminal penalties for altering documents

· Destruction or alteration of records in Federal investigations and bankruptcy shall be fined, up to 20 years imprisoned or both.

· Audit accountants shall maintain audit and work papers for 5 years.

· Violations to maintain records for 5 years shall be fined, up to 10 years imprisoned, or both.

· ADOPTED RULE 2-06 OF REGULATIN S-X:
· Require that accounting firms retain records relevant to the audits or reviews of issuers' and registered investment companies' financial statements (for seven years after the auditor concludes the audit or review), including workpapers and other documents that form the basis of the audit or review, and memoranda, correspondence, communications, other documents, and records (including electronic records), which are created, sent or received in connection with the audit or review, and contain conclusions, opinions, analyses, or financial data related to the audit or review.
· Require that accounting firms keep records that either support the auditor's final conclusions or contain information or data, relating to a significant matter that is inconsistent with the final conclusions of the auditor on that matter or on the audit or review.  The documents and records to be retained include, but are not limited to, those documenting consultations on, or resolutions of, differences in professional judgment
	Rules Adopted 1/22/03

Final Rules Effective 10/31/03


	Audit Committees, Corporate Management, Registered Public Accounting Firm, External and Internal Auditors

	803 – Debts nondischargeable if incurred in violation of securities fraud laws *

· US Code amended to expand the definition of nondischargeable debts in connection with the purchase or sale of any security.
	07/30/02


	Corporate Management

	804 – Statute of limitations for securities fraud *

· A private right of action may be brought no later than the earlier of:

· 2 years after discovery; or

· 5 years after such violation.
	07/30/02


	Any Person

	805 – Review of Federal Sentencing Guidelines for obstruction of justice and extensive criminal fraud.

· SEC to review and amend to ensure:

· The base offense level and guideline for sentencing are sufficient to deter and punish that activity

· The offense characteristics are adequate where destruction of evidence is extensive, essential to the investigation or abuse of a skill or position of trust.
	Rules Required 1/26/03
	SEC

	806 – Protection for employees of publicly traded companies who provide evidence of fraud *

· Companies or their agents may not discriminate in condition of employment against an employee because of a lawful act:

· To assist in an investigation the employee believes in a violation of SEC rules relating to fraud against shareholders.

· To assist in proceedings relating to fraud against shareholders.

· An employee prevailing is entitled to all relief to make the employee whole (reinstatement, back pay with interest, and compensation for any special damages.
	07/30/02


	Corporate Management

	807 – Criminal penalties for defrauding shareholders of publicly traded companies *

· Whoever executes a scheme to defraud any person or fraudulently obtains money or property in connection with any security of an issuer shall be fined, imprisoned less than 25 years, or both.
	07/30/02


	Any Person

	Title IX: White-Collar Crime Penalty Enhancements
	
	

	901 – Short Title *

· Title may be cited as the “White-Collar Crime Penalty Enhancement Act of 2002.”
	07/30/02


	SEC

	902 – Attempts and conspiracies to commit criminal fraud offenses *

· Any person who attempts or conspires to commit any offense shall be subject to the same penalties as those prescribed for the offense.
	07/30/02


	Any Person

	903 – Criminal penalties for mail and wire fraud *

· Mail and wire fraud penalties are expanded from imprisoned less then 5 to less than 20 years.
	07/30/02
	Any Person

	904 – Criminal penalties for violations of the Employee Retirement Income Security *

· Employee Retirement Income Security Act of 1974 offense is expanded (1) from fine of $5,000 to $100,000, (2) 1 year to 10 years, (3) $100,000 to $500,000.
	07/30/02
	Corporate Management, Pension Plan Administrators

	905 – Amendment to sentencing guidelines relating to certain white-collar offenses.

· Sentencing Commission shall review & amend Sentencing Guidelines to ensure the guidelines:

· Reflect the serious nature of the offenses and penalties to deter such offenses;

· Address are adequate in view of the increases in penalties;

· Are consistent with other relevant guidelines;

· Account for circumstances that might justify exceptions to the sentencing ranges
	Rules Required 1/26/03
	SEC

	906 – Corporate responsibility for financial reports *

· Periodic reports containing financial statements shall be accompanied by a written statement by the CEO and CFO

· Certify the report complies with the SEC Act of 1934 and the information fairly represents, in all material respects, the financial condition and results of operations of the issuer.

· If the report does not comport with all the requirements, whoever:

· Certifies shall be fined not more than $1,000,000 or imprisoned not more than 10 years, or both.

· Willfully certifies shall be fined not more than $5,000,000 or imprisoned not more than 20 years, or both.
	07/30/02


	CEO, CFO

	Title X: Corporate Tax Returns
	
	

	1001 – Sense of the Senate regarding the signing of corporate tax returns by chief executive officers *

· The CEO should sign the Federal Income Tax Return of a corporation.
	07/30/02


	CEO

	Title XI: Corporate Fraud and Accountability
	
	

	1101 – Short Title *

· Title may be cited as the “Corporate Fraud Accountability Act of 2002.”
	07/30/02


	SEC

	1102 – Tampering with a record or otherwise impeding an official proceeding *

The US Code is amended

· Whoever alters documents with the intent of impairing its integrity or availability for use in an official proceeding or impedes any official proceeding shall be fined, imprisoned not more that 20 years, or both.
	07/30/02


	Any Person

	1103 – Temporary freeze authority for the Securities and Exchange Commission *

· SEC Act is amended to allow issuance of temporary order if during the course of investigation of SEC law violations by the issuer or its agents, it is likely the issuer will make extraordinary payments to its agents, the SEC may petition the court to require the issuer to escrow those payments for 45 days (extended to 90 days upon good cause shown or if charged with any violation extended until conclusion of any related legal proceedings).
	07/30/02


	SEC, Boards of Directors, Corporate Management

	1104 – Amendment to the Federal Sentencing Guidelines.

· Sentencing Commission shall 

· Review sentencing guidelines for securities and accounting fraud.

· Consider establishing new enhanced guidelines or amendments for officers & directors who commit fraud;

· Submit an explanation of actions taken
	Rules Required 1/26/03
	SEC

	1105 – Authority of the Commission to prohibit persons from serving as officers or directors *

· Act is amended such that the Commission may prohibit persons from serving as officers or directors who violated section 10(b) or 17(a) (1), if the conduct of that person demonstrates unfitness to serve.
	07/30/02


	Boards of Directors, Corporate Management

	1106 – Increased criminal penalties under Securities Exchange Act of 1934 *

· Section 32(a) is amended by inserting in (1) $5,000,000, or imprisoned not more than 20 years and in (2) inserting $25,000,000.
	07/30/02
	Boards of Directors, Corporate Management

	1107 – Retaliation against informants *

· US Code is amended to fine, or imprison not more than 10 years, or both whoever knowingly, with the intent to retaliate, take harmful action to any person for providing information relating to a federal offense.
	07/30/02


	Any Person


Useful Web Sites

	Web Site
	Title

	http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=107_cong_bills&docid=f:h3763enr.txt.pdf
	Full text of the Sarbanes Oxley Act

	www.sec.gov
	Securities and Exchange Commission

	www.nyse.com
	New Your Stock Exchange

	www.nasdaq.com
	Nasdaq

	www.fasb.org
	Financial Accounting Standards Board

	www.aicpa.org
	American Institute of Certified Public Accountants

	www.theiia.org
	The Institute of Internal Auditors Research Foundation

	www.encycogov.com
	Corporate Governance Encyclopedia

	www.ali.org
	American Bar Association

	www.law.uc.edu/ccl/intro.html
	Securities Lawyer’s Deskbook

	www.theiia.org
	The Institute of Internal Auditors

	www.nacdonline.org
	National Association of Corporate Directors

	www.leginfo.ca.gov/calaw.html
	California Law


Order Form

Please enter my one-year subscription to receive updates to this publication “Sarbanes Oxley Implementation.”

$200 per order

Payment:

( Bill me

( Check enclosed payable to Bradley Lambert, Inc.

( VISA   ( MasterCard


Account # _______________________ Exp. Date ____________________


Signature _______________________________

Name ___________________________________________

Firm/Org _________________________________________

Address _________________________________________

City/State/Zip _____________________________________

Phone number ____________________________________

	MAIL TO:
	Bradley Lambert Inc.

6151 W. Century Blvd., Suite 1110

Los Angeles, CA  90045

	OR PHONE:
	310-670-1400

	OR FAX:
	310-568-0681
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