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. AMENDMENT IN THE NATURE OF A SUBSTITUTE

TO H. R 3763

OFFERED BY MR. OXLEY

Strike all after the enacting clause and insert the

following:

1 SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(

a) SHORT 'TITLE.—This Act majf be cited as the

“Corporate and Audltmg Accountablhty, Responsibility,

2
| 3

: 4 and Transparency Act of 2002”".
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Short title; table of contents.
Auditor oversight. - -
Improper influence on conduct of audlts
Real-timé disclosure of financial information.
Insider trades during pension fund blackout perlods prohibited.
Improved transparency of corporate disclosures. -
Improvements in reporting on insider tr: ansaetlons and relamonshlps
Codes of conduct. ‘
Review of financial: dlsclosures
Fnhaneed oversight of periodic disclosures by issuers.
Retention of records. '

. Commission authority to bar persons, from semng as officers or direc-

tors.

Disgorging insiders proflts from trades prior tor eorreetlon of erroneous
financial statements. -

Securities and Exchange Commission authority to provide relief.

Study of rules relating to analyst conflicts of 1nterest

Review of corporate governarnce practlces

Study of enforcement actions.

Study of credit rating agencies.

Study of investment banks and other financial institutions.

Study of model rules for attorneys of issuers. -

Enforcement authority.

Exclusion for 1nvestment companies.
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SEC. 2. AUDITOR OVERSIGHT. »

(a) CERTIFIED,. FINANoiAL STATEMENT REQUIRE-"
MENTS. —If a finaricial statement 18 }required by the secu-
rities laws or any rule or regulation thereunder to be cer-
tified by an ind_ependent public or certified accountant, an

accountant shall not be considered to be ‘qualified to cer-

t1fy such financial statement ‘and the Seeur1t1es and Ex-

change Commission shall not accept a ﬁnan(nal statement

: cert1f1ed by an aeoountant ‘unless such aocountant-—

(1) is subject to a system of review by a public

A

regulatory organlzatlon that eomphes with the re-v

i e

qu1rements of this section and the rules prescrlbed
by the COHlHllSSlOn under th1s seetlon and |
- | (2) has not been determmed in the most recent

' review completed under such system to be not quali-
f1ed to eertlfy such a statement

(b) ESTABLISHMENT OF PRO -——The -Commission

~shall by rule establish the criteria by which a public regu-

latory orgamzatlon may be reoogmzed for purposes of this
seotlon Suoh criteria shall 1nolude the followmg require-
ments: | . | |

:(1)('A) The board' of such organization shall be
oomprlsed of five members three of whom shall be
‘pubhe members Who are not members of the ac-

oountmg professlon and«two of whom shall beper-»

~ April 17, 2002 (2:55 PM)
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3 ,
sons licensed to praetiee public accounting and who
hefv_e reeent experience in auditing public companies..

~ (B) Each member of the board of such organi-

- zation shall be a person who meets such standards

of financial.-fiteraey as are determrned'by the Com-

mission. |

(C) For'porpos.es of this paragraph, a person
shall not be considered a member of the accounting
profession if ‘Sueh kpersorl‘ has not? worked in such
profeésion_for aﬁy of the last two years prior to the
date of sueh- person’s appointment to the board.

(2) Such orgamzatlon is 'so ‘organized and has
the capac1ty— o

(A) to be able to carry out the purposes of f
this section and to comply, and to enforce com-

- pliance by accountants and persons associated

vWith accountants, with the. provisions of this
:VAct professio’néﬂ ‘ethies' and competency stand-
ards, and the rules of the orgamzatlon
| (B) to perform a review of the Work prod-
uct ‘(1nc1ud1ng' the quality thereof) of an ac-
eountant or a person assoc1ated Wlth an ac-
countant and o
»(C) 10 perform a review of any potentlal :

conﬂlcts of interest between an accountant (or
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a ‘.pefson' associated with ani.aeeountant) and
the issuer, theissuer’s boardi of direetors and -
~ committees thereof, officers, ‘and 'affiliates of
such’ i'ssuer,:that may feSult 1n an impairment
of auditor in‘dependehee. K
‘( 3) Such organiZation shaﬂ haVe the authority

to impose sanctlons which, 1f there is a finding of

et

e——

knowing or 1ntent10nal mlsconduet may include a

et

determmatlon that an aceountant is not quahfled to

certify a fmanclal statement or any eategorles of fi-

nancial statements, required byvthe securities laws,
or that a person’ associated With an accountant is
not quahfled to partlclpate n such eertlfleatlon if,

after eonductmg a review and. promdmg fair proce-

dures and an opportumty,for a _hearmg, the organi- *
zation finds that—

- (A) such accountant or i:j_erson- associated
with an accountant has violated the standards .
of 'independenee, ethics, or competency in the
profession;

(B) such accountant or person associated

with an accountant has been found by the Com-

mission or -a court of competent jurisdiction to

.have violated the securities laws or a rule or

regulation ‘thereunder (provided in both cases
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5
that any. apphcable time per1od for appeal has

- exp1red)
(C) an audlt conducted by such accountant :
or any . person assoclated w1th- an accountant
~ has been .materially affected loy an impairmeut
of auditor independence; |
d(D) such accountant or person associated
 with an va'ccountant has performed both audit-
" ing services and corisulti'ng’services in violation
of the rules prescribed by the: Commiss_ion pur-
suant to subsection (¢); or
() such accountant or any person associ-
~ated with an ac’countanf hes impeded, ob- |
~ structed, or. otherWise not- cooperated in such
review. | ) '
(4) Any‘such organizetion s};all disclose pub-
licly, and make avallable for pubhc comment, pro- -

posed procedures and methods for conducting such -

<«

reviews.

(5) Any such vorgampzation 'shall haue in. place
procedures to mmlmlze and deter conﬂlcts of inter-
~est mvolvmg the pubhc members of such orgamza-
-tlon and have in place procedures to resolve such -

conflicts.
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6
(6) Any such - organization shall have in place

procedures for notifying the boards of accountancy

: of the States of the results of reviews and evidence

under paragraphs (2) and (3) -
(7 ) Any such organization shall have in place
procedures for notifying the Commiss1on of any find-

ings of such reviews, including any findings regard-

ing suspected violations of the securities laws.

(8) Any such organization shall consult With
boards of accountancy of the States |

(9) Any such. organization-shall have in place a
mechanism to allow the organization to operate on

a 'self funded basis. Such funding mechanism shall

ensure that such organization Is not solely depend-

ent upon members of the accounting profess1on for

.

such funding and operations
(10) Any such organization shall have the au-

thority to request in a manner estahhshed by .the

Commissi_on,_ that the Commission, ‘kby subpoena - or

~otherwise, compel the testimony of witnesses or the -

production of any books, papers, ; correspondence,
memoranda, or other records relevant to any ac-

countant review proceeding or necessary Or appro-

. priate for the organization to carry out its purposes

The Commission shall comply with any such request
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| 7
from such an organization if the Cornmission deter-'v
mines that eomplianee With the reQuest would assist
the organizaﬁ’on n its _accOuntaritireVieW_ proceeding

or in carrying out its purposes, unless the Commis-

“sion determihes that eomplianee would not be in the

public interest. The issuance and enforcement of a
subpoerra requested_ under this paragraph shall be
deerned to be made pursuant to, end shall be made.
in accordance Wﬁh’, the previsione of subsections (b)

and (¢) of section 21 of the Seeﬁriﬁeé and Exchange |

‘Act of 1934 (15 USC 78u(b)~(¢)). For purposes

of taking ev1denee the Comm1ss1on in its dlseretlon

may de31gnate the Board, or any member thereof, as -

offieers pursuant tolsectio'n”21(b) of such Act.

(¢c) PROHIBITION ON THE OFFER OF BorH AUDIT

CONSULTING SERVICES— . - |
(1)‘ MODIFICATION OF REGULATIONS RE-

VQUIRED.—The‘ Commission shall revise its regula- -

tions pertaining‘ to auditor independenee to require

vthat an aeeountant shall not be . eons1dered inde-

pendent with respect to an audlt ehent if the ac-
countant prQV1des to the ehent the following
nonaudit services, as such terms are defined in such

regulations as in effect on the date of enactment of
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8

this Act, and »subjectjto' such conditions and exemp-

- tions as the Commission shall présqﬁbei

' “‘(A)'fihancial’iﬁfprmation ;system design or:
_implementation; or . .
(B) internal audif services.
: (2) REViEW OF“l PROHIBITED ﬁONAUDIT SERV-
ICES.—TheI Corvnmis‘sion. 18 authorized to review the

impact on the independence of auditors of the scope

- of services provided by auditors to issuers in order -

to determine Wh‘efher the list of prohibited nonaudit |

- services under‘»parag'raph' (1) s_hall?be‘modified. }vIn_

conducting such review, the Commission shall con-
sider the impact of the provision of a service on an

auditor’s independence where provision of the service

: _créaté’s a conflict of interest with thé audit client.

(3) ADDI.TIONS BY RULE.—After conducting the

review required by paragraph (2) and at any other

time, the Commissiori may, by rule consistent with |

the protection of investors and the public interest,
m‘odify the list of prohibited nonaudit services under
paragraph (1).

(4) REPORT,—The Commission shall report, to

the Committee on Financial Services of the House of

,Representativés and the Committee on Banking,

Housing, and‘Urban A_ffairs of the Senate on ‘its
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conduct of any reVieWs as required by this section.

The report shall-inelude a diseussion of ‘regulatory or

'legislative steps th‘at are reeorrimen‘ded or that may

be neeessary to address concerns 1dent1f1ed in- the

study

(5) CONf‘ORMING' REVISION.—The Commission
shall'revli‘se 1ts ‘reg_lfllations 'pertainirlg to eteeountemt
fee disielosure items, as. set forth in parag'raphs’
(e)(1) through (€)(3) of item 9 from Schedule 14A
‘(17' CFR 240.14a-101), in light of paragraph (1) of

this subseetlon and after maklng a determlnatlon as

to Whether sueh dlselosures are neeessary

(6). DEADLINE FOR RULEMAKING —The Com- -

riﬁss1on s_hall+ L : | “ |

' (A) within 90 days after the date 'Qf enact- |
ment of this Aet propose and

- (B) Wlthln 270 days after such date, pre-

seribe;

* the revisions to its regulations required by this sub-

section. s

(d) PRO ACCOUNTANT REVIEW PROCEEDINGS.—
(1) REVIEW PROCEEDING FINDINGS.—Any find-

ings made pursuant to an deeountant review con-

ducted urlder this section that a financial statement

audited by _su,eh accountant ‘arld sub-_mitted to the
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10
Commission may have beén materially affected by an
impairment‘vof aﬁditor independence, or by a viola-
tion of professionaﬂ ethics and competency stand-
ards, shall'_bé subm'ittevdl to the Qommission. The
Commissior‘l. Shall prompﬂy notify an issuer of any

such finding that relates to the financial statements

of such issuer.

(2) CONFIDENTIAL’ TREATMENT OF PRO-
CEEDINGS PENDING SEC REVIEW.—

(A) NO_ DISCLOSURE.—Except as otherwise
provided in fhis‘ section, but notwit_hétanding :
ahy other provision of law, neiﬁhér the Coinmi_s-
sion, a recognized public reg&létory organiza-

-~ tion, nor any other person. shall disclose dny n-
formatioh concerning = any accountant review
proceeding and the findings _the‘fein.

(B) SPECIFIC WITHHbLDING NOT AUTHOR-
IZED.——Nothihg in this subsection shall—

(1) authorize zi recognized public regu-
lafory organization.to Withhold information

from the Commission; .

(i) authorize such boérd or the Com-
mission to withhold informéﬁon concérning

.an accountant review pfocéeding from an

~accountant or person associated with an



FA\SAC\107SEC\ACCT\HS3763FS.001 = =~ HLC,

[E—

A ‘
O 0 N o B W W

S R WD = O 0 00NN R WY~ O

April 17, 2002 (2:55 PM)
F:\V7\041702\041702.0J2

U .
: acceuntant that 1s the subject of such pro-
- ceeding; - | e
o (i) :authorize the Commission to
xrrithheld inforrﬁation from Congress; or
- (iv) 'preven't the Commission from
' vcomplymg with a request for information
: from ‘any other Federal department or
- agency reQuestmg 1nfor_mat10nvfor purposes |
within the scepe of its jurisdietion, or com-
' plying With an order of a court of the
.United States in an action brought by the :
United States or the Commission
(C) DURATION OF WITHHOLDING —Nei-
ther the Comm1ss1on nor the recognized pubhc _
regulatory organlzatle,n shall disclose the results
of any sueh'finding.‘urrtil the c‘vomp'letion of any |

review by the Commission under subsections (e)

“and (f), or the conclusion of the 30-day period

for seeking r_eview i no motion seeking review
is 'filed'ixrithin such‘:\perio'd g

| (D) TREATMENT UNDER FOIA —For pur-
poses of sectlon 552 of title 5, United States -

Code, this subsection shall be cons1dered a stat- -

"‘ute described in subsection (b)(3)(B) of such

section 552.
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(3) NONPRECLUSIVE 'EFFECT:‘ OF PRO FIND- -
~ INGS.—A finding by a recognized public ‘regulatory

~organization that an individual audit of an issuer

met or failed to meet any applicable standard with

.fespect to the quality of such audit shall not be con-

strued in any action arising out of the securities

laws as indicative of compliance or noncompliance .
with the securities laws or with any standard of li-
“ability arising thereundér. |

(e) REVIEW OF SANCTIONS —

(1) NoTICE.—If any recogmzed pubhc regu-_

latory orgamzatmn—
 (A) makes a “finding_vvith :respﬁect to or im-
pQSeS any final diséiplinary sanction on any ac-

~ countant;

| (B) pI‘OhlbUtS or hmlts any person in re-

o Spect to access to services offered by such orga- .

mzatlon, or

" (C) makes a fihding with respect"to or im-

poses any final dlsmphnary sanctlon on any per-
son assomated Wlth an accountant or bars any

person. from becoming assomated with an ac- -

countant

| the recog*mzed pubhc regulatory orgamzatmn shall

promptly submit notice thereof Wlth_thef Commlssmn. v
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1 The notice shall be in such form and contain such
2 information -as the Commission, by fule;" may pre-
} 3 scribe aé necessary (r)r,app(ropriate in furtherance of
4 the purposes of this section.
5 '(2)' REVIEW BY ‘CO,MM_ISSION.T—A.ny ae_tion with
6‘ fespeet to thch a recdgﬁized public regulatory orga-
7 ' nization 18 ‘requifed by paragraphi (1) of this sub-
8 section to submit notice shall be subjéet to review by
9. fhé Commission, on its own mo'tion,.‘ or upon applica-
“10 | tion by any person aggrieved thereby filed within 30
11 d'ary’s’ after the date such notice was filed with the
12 Commission and r‘éceived by such éggrieved person,
\ 13 or within such longer period VasAth‘e'Commission may
14 determine. ‘Appliea’tion' to the Commission fof review,
15 or the instit{ltibh of review by the Commission on its
16 _ owﬁ motioh, shall not ”ovperat‘_e as a stay of such aeQ‘_
17 tion -unless the CoinmissiOn otherwise ordérs, sum-
. 18 | marily or after notiee_and oppoftunify for hearing on- |
19 the que'st_ion of a stay (which hearing may consist
20 vsole-ly of .t}.i'e submission of affidaviﬁs or presentation
21 of ‘ovr:al afgumenfs). The Cbrﬁmissibn shall éstablish
22 for appropriaﬁe‘ cases an exp.edvitévd procedure for
é3 consideration and determination of the-qﬁestio_n of a
24 stay. 7 | ' | |
25 (f) CONDUCT‘OF-COMMISSION REVIEW.;

by
April 17, 2002 (2:55 PM)
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| (1) Basis _F‘vORF ACTION.—In ahy proceeding to
feview a final disciplinary sanction imposed by a rec-
ognized publi‘cv regulatory 'brganizétion, on an ac-
countant or a person aSsocciated‘Wi‘vth sueh aééount-

ant, after notlce and opportumty for hearing (Wthh .

_hearlng may conS1st solely of con31derat10n of the

" record before the recognized pubh_c‘regulatory orga- |

nization aﬁd-Opportuhity for the presentation of sup-

~ porting reasons to affirm, modify, or set aside the

“sanction)—

(A) 1f ﬂle Corﬁrﬁissioh» finvds that such ac-
countant or pefson as’sociated ﬁth an account- |
: ant. has engaged in sﬁch‘ acts or practices,' or
has omitted ‘sﬁch acts’ as the recognized public |
regulatory orgamzatlon has found him to have"
_. engaged in or omltted that sueh acts or prac-
' tices, or omissions to 'act, are in violation of
such. provisio'ns' of this sectioﬁ, or of :profes"-
“sional ‘ethic_sf and :.competen_(éy‘ standardé, and
that such provisioﬁs{ are, and V\}ere applied in a
«manﬁer,f cdnsistén‘t.'With, the purposes - of this
4section the" ComrﬁiSSio'n by drder shall so de-
‘clare and, as approprlate afflrm the sanction
‘1mp0sed by the recog'mzed pubhc regulatory or-

- ganization, modlfy the sanction in accordance
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.
~with paragraph (2) of vvthis_'sub'section, or re-

mand to the recognized public regulatory orga- -

nization for further proceedings; or

(}B) if’ the Commission does not make -any‘

such fmdmg, it shall by order set as1de the

sanct1on 1mposed by the recogmzed public regu-

' latory organ1zat1on and, 1f appropr1ate remand

to the recogmzed public regulatory organ1zat1on

for further proceedings.

(2) REDUCTION OF SANCTIONS —If the Com-

mission, having due regard for the public -1nterest
~and the protection of lnvestors, finds after a pro-
ceeding in accordance with paragraph (1) of this

- subsection that a sanction imposedf by a recognized

public regulatory org'arllzatiOn upon - an  accountant

or person associated with an accountant imposes any

burden on competitiori' not 'rie'eessary or’ appropriate

n furtherance of the purposes of th1s Act or is ex-
- cessive or oppress1ve the Comm1ss1on may cancel

,reduce or require the remission .of such sanct1on

(2) REVIEW AND APPRQVAL OF»RULES_.—

(1) SUBMISSION, PUBLICATION, AND COM-

MENT —Each recogn17ed pubhc regulatory orgamza-

t1on shall f1le with the Comm1ss1on In accordance

with such rules as the Commission may prescribe,
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-1 - copies of any proposed rule or any prdposed change
| 2 in, addition to, or deletion from the rules of such
¥ -3 _recognized public regulatory ,orgdnization (herein-
J 4 after in this subséction collecﬁvely reférred to as a
5 “proposed rule change;’) aecompanied by ‘a concise
! ‘ | 6 -general state'ment‘ofbthé basis and purpose of such

7 proposed rule chahge. The CommiSsioh shall, upon
| 8  the filing of any propoéed’ rule chahge, publish notice
9 thereof together ﬁth the terms of "_substance of the
10 propoSed fuie change or a descriptibn of the subjects
11 and issues involved. The Commission’ s.hall‘_ give in-
12 terested pe'rsdns' an oppobrtu.ni.ty. tb subfnit written
| 13 data, ‘views,v ahd arguments cohcérning such pro-
14 - posed rule change. No proposed rule change shall
| 15 take effect ﬁnless' ap’proveydlbby the Commission or
\ 16 otherwise bermittéd in accordance, v;zith the provi-
17 sibns of this subsection. |
18 ‘ (2) APPROVAL OR 'PROCEEDINGS.—Within_ 35
19 days of the date of publication of notice of the filing
20 of a proposed rulé 'ehange 'in,,‘ accord»ancel with para-
: 21 graph _ (1)‘ of this subééction, or within such loﬁger
22. period as the‘Commiss_ion may desighate up to 90
23 days of fsuéh date if it”finds such longer period to
| 24 |

April 17, 2002 (2:55 PM)
F:\V7\0417021041702.0J2

be appropriate and publishes its reasons for so find- : _
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ing or as to which the re’cognized public regulatory -
orgamzatlon consents the Commlssmn shall—
(A) by order approve such proposed rule |
‘change or | |
(B) ,1nstvi‘twt‘e‘ prbceedings to deternﬁne
whether the prop,ose'd"rule: change s}.louldvbe dis- - |
approved. Such proceedings shall include notice
of the grounds for disapproval un’dér consider-
ation and opportunity for heafirig and be con-
”"cludedv:wi‘thin 18‘0 days of the‘idate of publica-
 tion of notlce of the flhng of the proposed rule
‘change At the conclusmn of such proceedings
the Commlssmn, by order,‘shall approve or dis-
- _-approve such proposed fule, change. The Com-
inis‘sioh‘_v may extend the time forkconclusion of
such proceending's; for up to 60 days if it finds jv
good"cause ffoﬂif"; such e‘xtension" and publishes its
- reasons for So finding dr for such longer period
. as to which the recog'mzed pubhc regulatory or-
“ ‘ganlzatlon consents.

| (3) BASIS FOR APPROVAL OR DISAPPROVAL.—

The Commission shall - approve .a proposed rule

"change of a recognized - public regulatory organiza-

tion if it finds that such proposed rule change is

consistent with the requirements of this Act and the
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rules and. regulation“s »théreii}nder applicable to such

organization. The Commission shall - disapprove a o

proposed rule change of a recognized public regu- -
latory organization if it does not maké‘such finding.

The Commissi‘,on"shally. not approvedny prdposed rule

_ change prior to the 30th day after the date of publi-

cation of notice of the filing thereof; unless the Com-

mission finds gbod cause;fér éo doihg and publiShes ,

~ its reasons for so finding.

1 (4) RULES EFFECTIVE UPON PILING.—

..(A)}y NotmfithStariding the provisions of
parag'raph (2) of this subsection, a proposed
rule change may take effect upon filing with the |

_ Commission if desibgnated'-by“: the recognized
 public regulatory Organizatio_n;v as (i) consti-
tuting a stated poliey, practiée, or intérpreta-
tion With'vres‘pect to -thé meaning, administra- . -
tion, or enforc‘eme‘nt of ém existing rule of the
recognizéd » public reguiatory organization, (ii)
establishingv or 'chang'irig‘ a ‘\due, fee,v or other
charge imposed by the recog'niZed public regu-
latory organizatioﬁ, or vv(iii) éohcerned sovlely‘ |
with the administi;étién of the récog'nized plllbli(v;
reguiatory (v)rg‘anivzétion‘ o'r'.ofher matters which

the COmmission, by rule, consistent with the
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pubhc 1nterest and the purposes of this sub-:

section may specify as outS1de the prov1s1ons of

‘ such paragraph (2).

: (B) NotW1thstand1ng any other prov1s1on of.

'this subsection, a proposed rule change may be
v put into effect summarily'if"fit appears to- the: .
‘, Comm1ss1on that such action 1s necessary for

" the protectlon of 1nvestors or otherW1se in ac--

cordance ‘VVlth the purposes. of t_his title. Any

'proposed rule change S0 put into effect shall be

filed promptly thereafter in accordance Wlth the

provis1ons of paragraph (1) of th1s subsectlon

() Any propOsed rulechange of a recog-
nized public regulatory organization which has
taken effect pursuant to subparagraph (A) o

(B) of this paragraph may be enforced by such

" organization to the extent 1t 1s not 1ncons1s_tent-

with the provisions of this Act, the securities

* laws, the rules and regulations thereunder, and

applicable Federal and State law. At any time

within 60 days of the date of filing of such a

proposed rule change n accordance with the

provisions of paragraph (1) of “this subsection,

‘the Commission summarily may abrogate the

change in the rules of the recognized public reg-
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| 1. ulatory (;rganization rﬁade thereby and require
: 2 that the proposed Ir'ulbe’ehangegbe refiled in ac-
i 3 eordanée with the provisions (})ftparag'faph (1)
4 of this subsection and \Vr'ebviewed in_accordance
5 with the prowvisions of-'pajrag'faph (2) of this
6 Subseétion, if it appéafs to the Commission that
7 vsueh’ action is »neee»ssary or appfopriate in the
8. public interest, for the pfoteetion of investors;
9 or othérwdée in ,ﬁrfhefanee o'f» the purposes of
10 “this Act. Commission action pursuant to the
| 11 | preéeding seﬁtenee shall ‘Inot vaffee‘t the validity
12 or force of '_ché rule change dufing the period 1t |
‘ 13 was in effect, shall not be Subjeet to court re-
| 14 view, and shall not be deemed t}o‘be “final agen-
: 15 ey action” for purposes of see?tion 704 of title
16 5, United States Code. |
17  (h) COMMISSION ACTION To CHANGE RULES—The
| 18 Comrﬁission, by rvule,> may abrogate, add to}, andv delete

R
O

from (hereinafter in this subsection eolleétively referred to

[\
S

as “amend’) the rules of a recognized public regulatory

(W]
—_

organization as the Commission deems necessary or ap-

NG
t

- propriate to insure the fair administration of the recog-

[\
w

- nized publie regulatory organization,,‘to conform its rules

)
NN

to requir‘ements of this Aet,- the Seeuritiés,laWs, and the

o .
W

rules and regulations thereunder applicable. to such orga-

. April 17,2002 (2:55 PM)
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2 this Aet, in the following manner:

(1) The Commlssmn shall notlfy the recognized
public regulatory organlzatyon and publish notice of

the proposed rulemaking in -the Federal Register.

: The notlee shall 1nelude the text of the proposed

amendment to the rules of the reeogmzed public reg-

“ulatory organlzauon and a statement of the Com-

missien’s reasons, including any pertinent .facts,‘ for
commencing such prdpoeed rulemaking ° .

‘(2) The Commlssmn shall give 1nterested per-
sons an’ opportumty for the oral presentation  of.
data, v1ews, and arguments, n ad_d1t1on to an oppor-:_
funity. to make W_ri.tt_en submissi(i)ns; A transecript
shall} be kept of any orai'presentatibn. |

(3')‘ A rule vadop'ted‘,pursuan‘t fo this‘ subsection
shall ineerporate the text of the amendment to the
rules of the recognized public ’fegulatory lorganiza-

tion and a statement of the Commission’s basis for

"~ and purpose In SO amending _sueh rules. This state-

ment- shall jine'lude an identifieation of any facts on-
which the Commission considers its determination so
to amend -the rules of the feeognized public regu-

latory agency to be based, including the reasons for
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the Commission’s conclusions as to any of such facts

* which were disputed in the rulemaking.

(4)(A) Except as provided in paragraphs (1)
through (‘3) of this subseetion, 'ru1emaking urlder
thiS' subsection shall be in aeeOrdance With the pro-
cedures specified in section 553 of title 5 Umted
States Code for rulemaking not on the record

(B) Nothing in this subseet;on shall be con-

- strued to impair or"lvimit the Commission’s power to

make; or to modify or alter the prOcedures the Corn-:
miesion may follow 'meking, rules and regulations“
pﬁrsuant to arly other euthority under the seeurities'
laws. ‘ | - |

'(C) Any amendmerlti to the rules of e recog-
nized public regulatory organization made by the

Commission pursuant to this subsection shall be con-

- sidered for all purposes to be “pa"rt of the rules of

such recognized public regulatory. ._organiiation and .‘

shall not be coneidered‘ to. be a rule of the Commis-

sion.

(i) CoMMISSION OVERSIGHT OF THE PRO.—

(1) RECORDS AND 'EXAMINATIONS.—A public

'regulatory orgamzatlon shall make and keep for pre-

serlbed perlods such records furnish such eop1es

thereof, and make and dlssemmate such reports as
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the Comm_ission,k‘_ by rule, pi'escribés as necessary or
appropri‘ate in the public intere‘st,;for the protection
of investors, or' otherWise in furtherance of the pur-; '
poses of this Act or the .se'curities laws. | |

(2) 'ADDITIONAVL" D‘UTIES;‘ SPECIAL REV‘IEWS.—'
A public reguigitory org@niZation shall perform such
other dﬁties or flin_.ctions as the Commission, by rule
or order, ;’determ{n’e}s are neces’sary‘l ‘or appro'p‘riat'eyiri

the public interest or for the protection of investors

and to carry out the purposes of this Act and the

securities laws, including conducting a special review.

~of a particular public"acc‘ouritin'g'fir’m’s quality con-

trol system or a special review of a particular aspect

~of some or all public accounting firms’ quality con-

trol systems. »
) ANNUAI.‘J REPORT; PROPOSED BUDGET.—
(A) SUBMISSiON OF ANNUAL REPORT AND
BUDG'ET.—‘A public regulatbry organization
shall submit 'ah ,annu}al }re}port} and its proposed
budget to the Cdrﬁmi8sibri for reviéw and ap-
~ proval, by order, at. such times and in such
form as the .CommiSSion‘ shall prescribe.
v,(B)‘ _CONTENTS,‘OF ANNUAL REPORT.—
Each annual repbi‘t requiredv by subparagraph
“(A) shall include—' b
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.1‘ | (i) a detalled desorlptlon of the activi-
' 2 ties of the pubhc regulatory organlzatlon
| 3 “ (i) the audited flnanolal statements of |
| 4 o the pubho regulatory organlzat1on
5 (111) a detaﬂed explanatlon of the fees
! 6 and charges imposed by the quho regu- N
VAR latory orgapization' ,unﬁder subsection -
KR ()9 Landl |
9 (iv) such other matters as the public
| 10 ‘regulatory orga'nizationv' or‘: the Commission
11 deems appropriate; |
‘ 12 (e) TRANSMITTAL OF ANNUAL REPORT TO
_ 13 , CONGRESS ——The Commlssmn shall transmit
!, 14 each approved annual report received under
: 15 spraragraph (A) to the Committee on Finan-
16 - cial Services ‘of the United States House of
17 ‘Representatives  and the Committee on Bank-
: 18 ‘- ing, Housirrg, and ;U_rbari ‘Af'fairs of the United
k 19 kStates Senate. At the same time it transmits a
‘ 20 . public reg’ulatory‘ organization"s annual report -
21 "under this, subparagraph, the Commission shall
22 include a.written statement of;its ﬁewé of the
23 | efurlotionipg‘ and operations of the public regu- :
24

April 17, 2002 (2:55 PM)
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latory organization.
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‘ 1 (D) - PusLIc 'AVAILABIIj}TY.—Follo“dng
/ 2 ‘transmittal_ of each approved annual report
3 under“'subp’arag'raph‘ (C), the Commission and
1 4 "th'e‘ public regulatsry organization shall make
| 5 the approved annua‘l'report .puiblicly available.
6 (4) DISAPPROVAL OFF ELECT‘I‘J_ONVOF PR‘Q'MEM-'
7 BER.—The _Coihmission is autho’riZed, by (I)rder',v if in
-8 its opinion: such action 1s nebessary or appropriafé in
9 the public i‘/nt'efest',.‘ for the protectibn of investors, or
10 ‘otherwise in fufthefance ‘0f>the purposes of this Act
5 11 o‘rv thévse'(éuritiés' laws, ;ﬂto disapprdve.the election of
12 any member o_f. a public regulatory organization if
13 the CommissiOn determines, after notice and oppor-
, 14 tunity for‘.hearing, that the pe.‘fso;n elected is unfit
15 | to s’ervé'(in the public regulatory -Qfganization.
16 () CLARIFICATION OF APPLICATIb_N or PRO Au-
1‘ 17 THORITX.’;—'-—The authority granted to ahy such organiza-

—
oo

tion 1n this section shall orily apply to »"the. actions of ac-

—
\O

countants related to the certification of financial state-

[\
o

‘ments reqﬁired by securities laws and not other actions:

[\
—

or actions for other clients of the accounting firm or any.

% 22 accountant that does: not certify financial statements for
% 23 publisly traded companies. | |
% | 24 (k) DEADLINE FOR RULEMAKING.-—%The Commission
% | 25 shall—

April 17, 2002 (2:55 PM)
F:AV7\041702\041702.0J2:
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) (1) Wlthm 90 days after the date of enaetment .'
of this Aet propose and ) |

”(2) within 270 days after sueh date preserlbe

rules to implement this section.

) EFFECTIVE DATE;. TRANSITION PROVISIONS.—

(1) EFFECTIVE DATE.—Except as provided in

" paragraph (2), subsection (a) of this section shall be

effective with res'peet to any certified financial state-

ment for any fiscal year that ends ‘more than one

~ year after the Commission recognizes a public regu-

| latory organization pursuant to this-fseetion.

(2) DELAY IN ESTABLISHMENT OF BOARD.—If

the Comm1ss1on has falled to recognize any pubhe i

~ regulatory orgamzatlon; pursuant to this section

: Wi_thin one year after the date of enactment of this.

Aef, the Commissien shall perform the duties of
such organizatien with respect to finy 'eert_ified finan-
cial statement for any fiscal year _,fhat ends before
one year efter any such boar.d» is reeog'nized by the

Commission. -

21 SEC. 3. IMVPROPE‘RVINF»LUENCE ON CONDUCT OF AUDITS.

| (a) RULES To TfPROHIBIT.%It shall be unlawful in
23 eentravention of such rul_es or regulations as the Commis- "
24 sion shall preseribe asv neeesseryxand appropriate in the

25 public interest or for’the proteetion of investors for any
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officer, director, or affiliated person of "?an issuer of any
security reglstered under sectlon 12 of the Securities Ex- .
change Act of 1934 (15 U.S. C 781) to take any action |

to fraudulently 1nﬂuence coerce, mampulate or mislead

any independent pubhc or certified accountant engaged in -

the performance of an aud1t of the financial statements

of such issuer for the purpose of rendermg such f1nanc1al

-statements materlally m1slead1ng,‘ In_any civil proceeding,

the Commission shall have exclusive authority to enforce
this section and any rule or regulation hereunder.
- (b) No PREEMPTION -OF OTHER Liaw.—The provi-

sions of subsection (a) shall be in addition tol,‘ and shall

not supersede or preemp‘t any other pr(')vision of law or

any rule or regulatlon thereunder.-
( ) DEADLINE FOR RULEMAKING ——The Comm1ss10n
Shau_ | R
(1) within 90 days after ,the date of ‘enactment
of this Act, propose and | _ |
- ‘(2) within 270 days after such date prescr1be
the rules or regulatlons requlred by this sect10n.
SEC. 4. REAL-TIME.DISCLL_OSURE OF.EINANCIAL INFORMA-
" TION. | | | |
| (a) REAL- TIME, ISSUER DISOLOSURES REQUIRED.—
o (1) OBLIGATIONS —Every issuer of a secur1ty

; reg'istered under section 12 Qf the Secur1t1es Ex-

- April 17,12002 (2:55 PM)
F:\V7\Q4‘1702\o41702.0J2
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“change Act of 1934 (15 U.S.C. 781) shall file with
the Commission and disclose to the public, on a
rapid and essentially contemporaﬁeous basis, such
- information concerniﬁg the financial condition or bp-

erations of such issuer as the Commission deter-

- mines by rule is necessary in the public interest and

for the protection of in'Vesths.'Suéhz’rule shall—
| (A) specifyv thé’ eyents or circumstances
‘gi\ring rise to -}the obligation to disclose or up-
date a disclosure;_ | | |
 (B) establish requiremerifs regarding the
- rapidity and timeliness of such disclosure; |
(C) 1dent1fy (th‘e‘means\ whereby the disclo- .
_suré' required shall be made, which shall ensure
the broad, rapid,v and accurate idissemination of
the information to the pu'bl_ic via electronic >0r
other communications device; A
(D) identify the content of the information
to be disclosed; and |
(E) without limiting the Commission’s gen-
~ eral exemptivé authoﬁty, . speéify any exemp-
tions or exceptions from such réquirements.
(2) TRANSACTIONS ‘I:NCLUDEI').:—The rule pre-
seribed vunder paragraph (1) shall require the disclo-

- sure of the following transactions:
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29 |
1 '(vA) 'D_ireCtA or indirect sales or other trans-
2 ~fers of securities of the issuer: (or any interest
3 therein) to' the issuer or an affiliate of the
| 4 1ssuer. N
5 (B) LOéﬁs or other extenS‘ions of credit ex-
6 tended to an_officer, direétor,; or other person
7 | \affivli‘ated’“withbvthé issiler bn tefms or ’chditions
8 not .otheI"W'ise availéble to the pubhc .
9 (3) ENFORCEMENT—The Commission shall
| 10 have eXdusivé auj;hOrity to eﬁforce this sectidn and
11 ahy ﬁﬂe or regiﬂation hereunder in civil proceedings.
12 (b) EL‘EC‘TRQNIC‘ DISCLOSURE OF INSIDER TRANS-
vl 13 ACTiONS.'—’ | ) L | |
14 (1) DISCLOSURES OFvTRADIﬁG.%Thé Commis-
s sion shall, by rule, require— |
] 16 (A) that av di-sclbsureb réqui‘red by section -
17 16 of the Securities Exehange ‘Act of 1934 (15
| 1 18 U.8.C. 78p) of fhe éale of any ‘s:ecurities [of an
| 19 issugr], or any secuﬁty futureé prodﬁct (as de-
! 20 fined in section 3(a)(56) of t};e securities Ex-
’ | 21 vcha_n‘ge‘ Act of 1934 (15 U.S.C. 780(&)(56)) or
22 any‘ secﬁrity—based sWap égreefnent (as defineg |
23 in sectibn 206B_ of the Grafnm-Léach-Bliley o
24 | Act) [thaf is based in whole or in part on the
25 securities of ,such issuer][?1, by an officer or _

. M

April 17, 2002 (2:55 PM)
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“director of the iss_uer of those securities, or by

a beneficial owner of such seeurities, shall be

made available electronically to the Commission

and to the fssuer by such _officer, director, or |
beneficial owner before the end of the next busi-
‘ness day after the day on which the tfansaction'
oeeurs; R | |
(B) that the iﬁformation in eeeh disclosure
be ‘made_ available electronically to the public by
the Commiésiori toxthe extent permitted under
appheable law, upon recelpt ‘but In no case
later than the end of the next busmess day
“after the day on Wthh the dlsclosure 1s received-
under subparagraph (A); and
- (C) that, in any case in which t}\le issuer
maintaiﬁs a eorporate Website, such information
shell be rﬁade availebie by such issuer on that
website, v’befolre the ehd of the next business day

after the day on Whieh_the disclosure is received .

by the Cemmission"vurnder subparagraph (A).

(2) OTHER FORMATS; »FORMS.’_—:—IH the rule pfe_
s"c'ribed under pafagraph (1), the Commlssmn shall
prov1de that electronic f1l1ng and dlsclosure shall be
in lieu of any other format requlred for such disclo-

sures on the day before the date of enactment of this
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31 |
subseection. The Commission shall revise such forms
“and schedules requlred to be filed with the Commis-
sion pursuant to paragraph (1) as necessary to fa-‘
cilitate such electronle filing and disclosure.
SEC. 5. INSIDER TRADES DURING PENSIbN-rUND BLACK-
ouT PERIODS PROHIBITED.

(a ) PROHIBITION —It shall be unlawful for any per- "
son who is d1reetly or 1nd1rectl.y the beneficial owner of
more than 10 percent,of any class ef any equity security -
(other than an eXernpted seeurity) WhiCh': 1S registered
under section 12 of the Seeurltles Exchange Aet of 1934 |
(15 U.S.C. 78l) or who is a director or an officer of the
issuer of -sueh} securlty, directly or _1nd1reet1y, to purchase-i
(or otherwise acquire); or_ selI" (or etherwnse transfer) any
equity seenrity of any' issner (other than an'exempted se-

eur1ty) during any blackout per10d Wlth respeet to such

equity securlty

(b) REMEDY. ——Any profit reahzed by such beneficial

owner,. d1reet0r or offleer from any purehase (or other ac-

quisition) or sale (or other transfer) in ‘violation of thls

section shall inure to and be recoverable by the issuer irre- |

e speet1ve of any 1ntent10n on the part of such beneflclal »

owner, d1reet0r or officer in enterlng 1nt0 the transaetlon
Suit to recover such pr0f1tl may be instituted at law or

in equity in any court of competent jurir'sdietion by the

-FAV7\041702\041702.0J2
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i1ssuer, or by the owﬁer of any Security of the issuer in
the name and in behalf of the 1ssuer if the issuer shall :
fail or refuse to brlng such suit Wlthm 60 days after re-
quest or shall fail diligently to prosecute the same there-
after; but no such Suit sh‘aﬂi be brought more thanl 2 years
after the date such proﬁt Was realized. ThIS subseetlon ‘

shall not be eonstrued to cover any transaetlon Where such

- beneficial owner was not such both at the time of the pur-

-chase and sale or the sale and purehase of the. security

or seeurlty-based swap (as defmed 1n section 2063 of the
Gramm-Le_aethllley Aet) 1nvolved-, or any transaction or
transactions which ‘the 'C._ommi‘ssion, by rules 'and regﬁla-
tions may exempt as not _eo‘mprehended‘_ within the pur-
f)oses of thie Subseetion. )

(¢) -RULEMAKING PERMITTED.—The Commission

- may issue rules; to elarify the' appli'eation of this sub-

-~ section, to ‘enSure adequate notice to all persons affected |

by this subsection, and to )preventv evasion thereof.
(d) DEFINITION.—For purposes of this seetion,”the" "
term “benefieial -owner’;’ ; has the meanirrg provided such
term in rules or regﬁlat_ions issued by the Seeur'i‘vcies and
Exchange Commission under ‘se'e_tiIOnf16_ of the Securities

Exchange Act of 1934 (15 U.S.C. 78p).

FAV7\041702\041702.0J2
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33 .
5 1 vSEC-. 6. IMPROVED TRANSPARENoY OF% CQRPORATE DIS-
2 CLO_SURES. | |
‘ ;_3 (a) MODIFioATION OF ’REGUI;ATIONs REQUIRED.—;.
" 4 The Commission shall revise its 'regulations under the se-
r 5 curities laws’pertaining tothe diselosure:s required in peri-'
6 odic f1nan(31a1 reports and reglstratlon statements to re-.
7 quire such reports to include - adequate and appropriate
- 8 »dlselosure of— :
9 . (1) the 1ssuers off- balance sheet transaetlons
10 and relatlonshlps Wlth unoonsohdated ent1t1es or
1._1 other persons, to the extent they are not disclosed in-
| 12 the f1nane1al statements and are reasonably likely to
13 ‘materially affect the liqu_idity or the availability of,
14 or reduirements for, capital resourees; or the finan-
f 15 cial condition or results 'of’lo‘perations'of the issuer;
: 16 ~and | u T |
17 (2)- loans extended to offieers direotors or
18 - other persons afflhated W1th the 1ssuer on terms or
l‘ 19 e oondltlons that are not otherW1se avallable to the
; 20 - ‘public. | | |
= 21 (b) DEADLINE FOR RULEMAKING —The Commission
= 22 shall— |
%" 23 (1) within - 90 days after the date of enactment
§ 24 of this Act, propose and
% .25 (2) Wlthln 270 days after suoh date, preserlbe
= 2

}

th‘e’v revisions to its regulatlons'requlred by subsection (a). .

Apiil 17, 2002 (2:55 PM).
FAV7\041702\041702.002
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(c) ANALYSIS REQUIRED.—
(1) TRANSPARENCY, COMPLETENESS, AND USE-,

FULNESS OF FINANCIAL STATEMENTS.—The Com-

~ mission shall conduct an analysis'. of the extent to:

which, consistent with the protection of investors
and the public interest, disclosure of additional or
reorganizéd information may be feduired to improve
the _tranSparency, completei;ess,' or usefulness of fi-

nancial statements and other corporate disclosures

filed under ,t_hé securities laws.

(2) ALTERNATIVES TO BE CONSIDERED.—In

conductmg the analysm requlred by parag'raph (1),

the Commlssmn shall con31der—

- (A) requ1r1ng the 1dent1fic.ationv0f the key
accbunﬁng 'pririlc_iples» that are most important -
to the issuer’s reported financial condition and
results of «/operat_‘ion, and _th'at'..réquir‘e managé-
ment’s most difficult, subjective, or compléx'_
Judgments; | | |

(B) requiring én_explanation, where mate-
rial, of how different available ‘accounting prin-
ciples ag)plied,' the judgments made in their 'ap-ﬁ
plication, and the likelihood of ﬁaterially dif-

| ferent reported résults if different assumptions

or conditions were to prevail;-
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(C) in the case of any iissuer engaged in’
the bUSiness_,of tradirig [nonjcxchange] traded
contracts rcquiring an expl;anation' of such

: tradmg act1v1t1es When such -activities requlrel
the issuer to account for contracts at fair value,

N “but fof which a lack of m_ar‘két price quotations
necessitates the use of fair i‘vlalue estimation
techni'ques;

(D) establishing‘requirements relating to
the presentation of informétion in clear and un-
derstandable format and lcngucge; and

_(B) requiring such other disclosures, in- |
cluded in the financial statements or in other
'disclosure'lby_ the issuer, as would in the Com-
mission’s’ view imp_rotfe the transparency of such

. issuer’s 'financial statements and other required
corporate disclosures. |

(3) RULES REQUIRED —If the Commission, on

" the basis of the analys1s requlred by this subsectlon

determines that it is necessary in the public interest

- or for the protectlon of investors and would improve
‘the transparency of issuer financial statements, the

Comm1ss1on may prescribe rules reﬂectmg the re-

sults of such analysns and the considerations re-

qulred by paragraph (2) ‘In prescribing such rules,
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36 - |
! 1 the Commission may seek to minimize the paper-ib
; r , 2 ) work and cost burden on the issuer consistent with
| 3 achieving the publie interest and investor protection
4 -purposes of such rnles.' ’ B
}. 5 SEC. 7. IMPROVEMENTS IN REPORTI‘.NGY ON INSIDER
6 g TRANSACTIONS AND RELATIONSHIPS. |
7 (a) SPECIFIC OBJECTIVES —The Comm1ss1on shall
e8 initiate a proeeedlng to propose ehanges in 1ts rules and
-9 regulatlons Wlth respect to financial reportlng to improve
10 the transpareney and ‘elarity_of the information availeble
- 11 to investors and. to reqﬁire inereased financial diselosurev
e 12 with respect to the following:k |
13 | (1)‘ INSIDER RELATIONSHrPs- AND TRANS-
‘14 ACTIONS —Relatlonshlps and transaetlons—
15 .( A) between the issuer, -affiliates of the
16 issner, and officers, dlreetors, or employees of :
17 the issuer or such affiliates; and
18 ;(B) between offleers directors, employees |
_ 19 or afﬁhates of the 1ssuer and ent1t1es that are _
, « ‘ 20 not otherWlse affiliated Wlth-the issuer, |
; 21 to. the extent such arrangement, or Etransaetion cre-
% | 22 ates a contlict of interest for such persons. Such dis-
% ‘ 23 closure shall provi.de a deSeription_.of’sueh elements
% ; 24 | of the transaetion as are neeessaryv for an under-
%' 25 | standing of the -business purpose and eeonornie sub-

April 17,2002 (2:55 PM)
FAV7\0411702\041702.0J2 .
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stance of such transaction (including contingencies). .

. The disclosure shall provide suffieient information to -

determine the effect on the issuer’s finanecial state-.
ments and deseribe eomp_ensation ai"rangernents of
interested }r)artie‘s to such -transaeti'ons.

"(2) RELATIONSHIPS WITH PHILANTHROPIC OR-
GANIZATIONS.—Relatienships between the registrant

or any executive officer of the registrant and any

" not-for-profit organization on whose board a director

or immediate family member serves or of which a di-
rector or immediate family_member ;serves as an offi-
cer or in a similar capacity. TRelationships that shall

be disclosed include contributions to the organization

in exeess of $10,000 made by the registrant or any

executive officer in the last five yea=fs and any other

»baetivity undertaken bythe registrant or any execu-

tive officer th‘at provides a material benefit to the or-

. ganization. M_aterial benefit includes lobbying.

- (3) INSIDER-CONTROLLED AFFILIATES.—Rela-

tionships in _Whichtheregistr_ant or any executive of-

ficer exereises_ significant eOntrol' ‘oﬁfer ,an entity in
which a direetef or i;nmediate farnily :member_‘ oOWnS
an equity interest or to which a '~direeter or imme-
diate family member has extended efedit. Significant

control Should be defined t'vith' ;fefefenee to the con- -

1
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tractual' aﬁd governance : arrangemlerits between the:
registrant or executive officer, as the case may be, :
and the entity. | ’

(4)> JOINT OWNERSHIP.Q—Joinf ownership by a
_fegistrant or executive officer and ia director or im- -
mediate fémily member of any real :or personal prop-

- erty. . | |
(5) PROVISION OF SERVICES BY RELATED PER-
- SONS.—,The provision of any profossional services,
including legal,. firidnejal advisory :or medical serv-
'ice_s, by a- director or immediate »fam‘il‘y member to -
any executive officer of the registrant in the Vlast five -
years. o | |
(b) DEADLINES —The Commission shall complete
the rulemaking reqmred by this section within 180 days .
after the date of enaetment of this Act.
SEC. 8. CODES OF CONDUCT
| (a) RULES REQUIRED. —W1th1n 180 days after the .
date of enactment of this Act, the New_f York Stock Ex-
change, the American Stock Exchange »dhd the Nasdaq

Stock Market (or any successor to such entltles) shall file

‘with the Commission proposed rule ehanges that would

~ prohibit the listing of any seeunty issued by an issuer that

has net adopted a._senior f1nane1al officers code of ‘ethics

- applicable to its principal financial offlcer, its comptroller

F:\V7\041702\041702.0J2
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or principal accounting -officer, or persons performing

similar functions that establishes such standards as are
reasonably necessa_r}‘f_ to pnqmofé hbounest‘ and ethical con- |
duct, the avoida'ne’e of conﬂieﬁé of intéfest, full, fair, aceu-
rate, timely arid_ understandablé disclosure in the issuer’s
periodic reports and compliance with applicable govern-
mental rules and regulations. The Cominission ‘shall ap-
prove such propdsed ﬁile ehanges_pursﬁant to the require- .
ment of seetion 19(b)(2) of the Securities Act of 1934.

(b) OTHER EXCHANGES.——TheCoﬁl'mission, by rule

~or regulation, may require any other.national securities

exchange, to propose rule changes necessary to comply
with the provisions of subsection (a) of this section if the
Commission determines such action is necessary or appro-

priate in the publie interest and éonsistent with the protec-

tion of investors.

(¢) FURTHER _STANDARDS.—‘In addition to the re-

'quirements of subsections (a) and (b), the Commission

may, by rule or regulation, pres_eribe further standards of

conduct for senior financial officers as necessary or appro-

priate in the publie interest_ and consistent with the protéc-

- -tion of investors.

o (d) CHANGES-IN CODES OF_“CONDU‘C’IV‘.—Within 180 -

days after the date of enaetment of this 'Act, the Commis-.

~ sion shall revise its regulations concerning matters requir-

~ April 17, 2002 (2:55 PM).

' F:\V7\Q;41 702\041702.0J2
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ing promptdiselOsure on Form 8K to require the irﬁme-
diate diselosure, by means of such Forrﬁ :and by the Inter-
net or other electronic means, by any issuer of any change -
in, or waiver of, the eode of ethies of such issuer.
SEC. 9 REVIEW OF FINANC][AL DISCLOSURES

(a) PERIODIC REVIEW STUDY. —The Commission

'shall conduct a study and review of ways to 1mpr0ve its

seleetw_e__ review process for periodic reports filed under
Section 13 or 15 of the .Seeﬁrities Exchange Act of 1934.
Such study andbreview shall include a revieW of Ways‘ to
ensure that issuers with the largest market capitalization,
most aetlvely traded seeurltles or most widely held securi- -
ties will be subject to a regular and thorough review by -
the Conimission,, including a Vreview of the issuers’ finan-
cial statements and other di_seloéhres. Sueh'study and re-
view shall also include a'review of ways to use technology -
and risk management teéhniques to imprbve ‘t‘he identifica-
tion of companies to be subject to thé ‘selective review ,‘
process. ' | _ |

| (b) REPORT REQUIRED.—The Comm1ss1on shall sub-

mit, a report to the Committee on Fmanelal Services of

the House of Representatives and the Committee on

Banking, Housing, and Urban Affairs of the Senate on
the study and review féquired by this section. no later than -

one yeéif after the date of enactment of this Act.

F:AV7\041702\041702:0J2
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| 41 |

SEC. 10. ENHANCED OVERSIGHT OF PERIODIC DISCLO-
SURES BY ISSUERS.

B (a) REGULAR AND SYSTEMATIIC REﬁEW.—The Secu-

rities and Exchange Commission shall 'review disclosures

made by issuers pursuant to the S’ecurities Exchange Act

of 1934 (inciuding Teports filed on form "10—K) on a basis

that is more regﬁlar and systematic than that in practiée

on the date of enactment on this Act. Such review shall

“1nelude a review of an iss’uer"s financial statements.

(b) Risk RATING SysTEM.—For purposes of the re-

views required by subsection. (a); the Commission shall es- .'

“tablish a risk rating system whereby issuers receive a risk

rating by the Commission, which shall be used to deter-
mine the frequency of suech reviews. Inbdesigning such a

risk rating sys_tem-fhe Commission shall consider, among

‘other factors the fo_llowingi

(1) “‘Emerging compariies with disparities in
- price to earning -ratios:._ | '
| | (2) Issueljs with | the largest mé‘rket' capitaliia-
tion. |
| (3) "Issuers whose op'er_ations. significantly im-
pact any méteriai séetor of the ecor_iomy;
‘(.4) Systemic factors-such as tbe effect 611 niéhe
markets or ivmp(')rt.ant“.subsectors ofE the economy.
(5).‘ Issﬁers that experience significant volatility:

in their stock price as compared to other issuers. .

F:\V7\041702\041702.0J2
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. (6) Any other factorithe’ Coinfhission may con- -
sider relevant. |
| (bc) MINIMUM RE_ViEW PERIOD».—‘In 10 event shall an_
issuer be reviewed less thaﬁ' orce every three years by the
CommiSsionr. ‘ o
(d) PROHIBITION OF DISCLOSURE OF RISK RAT-
ING. —Noththstandmg any other pI‘OVlSlOIl of - law, the
Commission shall not disclose the risk rating of any issuer
deécribed in subsection (b). | |
SEC. 11. RETENTION OF RECORDS.

( ) DUTY To RETAIN RECORDS —Any independent

public - or certified accountant who eertlfles a financial

kstaten(le_nt as required by the securities laws or any rule

or regulation thereunder shall prepare and maintain for

4

a period of no less than 7 years, final audit work papers

“and other information related to any accountants report

on such ‘financial statements in sufficient detail to support
the opinion or assertion feached in éueh accountants re-
port. The COmmission may prescribe rul‘es‘ specifying the
application avndAr;equbirements of this séction.

(b) ACCOUNTANT’S REPORT:——-For purposes of sub-
section (_a),v‘ the term “accountdht’s{report” means a dbcu-
ment in which an aééoﬁntant }i'dentiﬁes_ ;a financial state-

ment and sets forth his orpini(‘)n regardiﬁg'Suéh financial

F\V7\0417021041702.0J2
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e |
statement or an assertion that ‘ah‘_’ epinfon cannot be ex-
pressed. ;
SEC. 12. COMMISSION AUTHORITY TO BA1§ PERSQNS FROM |
SERVING AS OFFICERS OR D;IRECTORS. |
(a) COMMISSION AUTHOR.ITY To PROHIBIT PERSONS -
FroMm SERVING AS OﬁEICERs OR DIREQTeRs.—Notwifh-
staﬁding any other provision of the'seeufities laws, in any
eease-and;d'esist proeeeding under seetioﬁ 8A(a) of the Se-
curities Act of 1933 or section 2'1'C(a)v'0f the Securities
and Exchange Act of 1934, the ”Cobmmi.ssion may issue an
ordef to prohibit,. conditionally or unconditionally, perma- |
nently or for such period of time as it shall determine,
any person who has violated _Seetion 17 (a)(1) of the Secu-
rities Act of 1933 or section 10(b) of the Securities Ex-
change Act of 1934 (or any rule or reguletion thereunder) |
from aetingv as ari officer or:direeter of any issuer that
has a class of seeurities registered pursuent to seetbion 12
of the Securities Exehahge Act of 1934 or that is're_quired, |
to file reports 'plifsuant to seetion 15(d) of sueh Act if

the person s conduct demonstrates substant1a1 unfitness to -

- serve as an officer or dlreetor of any such 1 issuer.

(b) FINDING OF SUBSTANTIAL UNFITNESS —In

~ making any determinatien that a pefson’s conduct dem- v

onstrates ‘substantial unfitness to’serve as an officer or

F:V7\041702\041702.0J2
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1 director of ~any such ‘issuer, the Commission shall

2 consider—

f 3 (1) the severlty of the persons conduct giving
4 | rlse to the Vlolatlon and the persons role or position
5 When he engaged» in the Vlolatlon; |

} 6 - (2) the persori"s degree of scien:ter'-v

] 7. (3) the persons economic gam as a result of

8 the Vlolatlon and ‘ |

9 (4) the likelihood that the eonduet giving rise to ‘.
| 10 the Vlolatlon or- slmllar eonduet as defined in sub-
: | 1 section (a) may recur if the person is not so prohib-

12 ted. | |
13 ‘(e) AUTOMATIC .STAvY'P-ENDI‘NG.AEPEAL.—‘The en-

14 foreement of any Commission order pursuant to section

15 (a )shall be stayed—, ‘

16
17
18
19
20
91

April 17, 2002 (2:55 PM)
FAV7\041702\041702.0J2
, bt .

(1) for a per10d of at Teast 60 days after the

‘entry of any sueh order or de(31S10n and

(2) upon the filing of a- tlmely apphcatlon for
Judlclal review of sueh order or de(31s10n pending the

entry of a fmal order resolvmg the appheatlon for

Judlelal reV1eW
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45 |
SEC. 13. DISGORGING INSIDERS PROFITS FROM TRADES

o PRIOR i‘O CORRECTION OF ERRONEOUS FI-;

| NANCIAL STATEMENTS. |
(a) ANALYSIS REQUIREDL'—'——The Commission shall
eonduét an -ahalysis éf Whether,.and under what condi-

tions, any officer or director of an issuer should be re-

‘quired to disgorge profits gained, or losses avoided, in the

sale of the securities of such issuer during the six month
period immediately preceding the filing of a restated finan-
cial statement on thbe_partb _of éugh issuer.

(b) DISGORGEMENT RI‘J‘L'E‘S. .AUTH;ORIZED.—If the
Commission detérmines‘ that imposing the requirement de- - |
seribed in subsection (a) is necessary or appropriate in the
public interest or for the protection investors, and would
not unduly impair fhe operations of iséuérs or the orderly
operation of the securities markets,. the Commission shall
preseribé.a.vrule requiring'the di_slglorgemlent of lall profits
gained or losses avoidé_d. in the s'alé‘(')f the securities of -
the issuer by any .IOffie'er. or -direeﬁOr thereof. Such rule
shall— |

(1) deséﬁbe the eohditions :under which any of-
ficer or director shall_be_fr_eqmred to disgorge profits,
~ including what ebﬁstitute‘s a resta’tlemenitv for pur-

poses of operation of the rule; -

April 17, 2002 (2:55 PM)
: F:\V7\d41 702\041702.042
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(2) establish exceptions and _?exemptions from
such rule as necessary to ."cvarry out the purposes of . -
this section; - | |
(3) idéhtify the sclenter requirement that
should be uéed n ordér to determine to impos.e the
requirement to disgorge; and | |
‘(4) sp‘ecify that the ehforce'r‘n;ent of such rule
~shall lie solely with the Coinmis’éibxi, and that any
profits so disgorged sh'allf inuré: ‘tovthe iséuer.' |
(¢) Nb PREEMPTION OF OTHER LAW.—Unless other-
wise specified by the Commiﬂs'vsior“l, 1n fhe case of any rule

promulgated pursuant to subsection (b), such rule shall _

be in addition to, a'nd shall not supersede or- preempt, the -

Commission’s authority to seek disgorgement under ahy ’
ofcher provision of law. |
SEC. - 14. SECURITIES AND;‘EXCHA’NGE ’COMMISSION. AU-
THORITY TO PROVIDE RELIEF. |

(a) PROCEEDS OF ENRON AND ;ANDERSEN' EN

FORCEMENT »AC'i‘IONS.+If in any ad_ministrative or judi-

cial pr\oceeding brought by the Securities and Eﬁchange
Commission against— | | |

(1) the Enron Corpération;;any subsidiary or

- affiliate of such Corporatioh, or ény officer, director,

or principal -shareholde‘r‘ of ‘such Corporation, sub-

April 13 2002 (2:55 PM)
F\V7\041702\041702.0J2
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sidiar_'y,‘_or’.affiliat‘e for any violat'iorfl of the ,securitieé _
laws; or o ’_ | B .
© (2) Arthur Andersen L.L.C., any subsidiary or_
affiliate of Arthur Andersen L.L.C., or any general
‘or limited partner of Arthur Andersen L.L.C., or
such subsidiary or affiliate,,for any .violation of the
, ‘securi_ties laws with- respecvt' to 'any services per-
- formed for or in relation to the Enron Corpor'ation, :
any subsidiary or affiliate (').f suclgll Corporation, or
any foiCer,_director, or lprincipal shareholde'f of such
Corporafion, _SUbsidiafy, or affiliétte;:

the Commission obtains an order providing for an account-

ng and disgorgement of funds, such disgorgement fund

(including any addition to such fund required or permitted

under this .sectioh) shall bel allocated ir}i‘ accordance with -

“the _requirements of this section.

(b) PRIORITY'»FOR FORMER ENRON EMPLOYEES.—
The Commission Shall, By o'v:rde.r, establish an allocation
system for thé disgorgement fund Suchgls‘yvstem shall pro-
vide that, in allocating the‘dis_gorgerﬁent: fund amount the

vietims of the securities laws violations described in sub-

‘'section (a), the first priority shall be given to individuals

who were employed by the Ehi’Qn _Corpofation; or a sub-

sidiary or affiliate of such Cb'rporation, and who were par-

ticipants in an individual account'plari established by such

April 17, 2002 (2:55 PM)
F:AV71041702\041702.0J2
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Corporation, subsidiary, or baffiliate ‘Sueh allocations

-among such 1nd1v1duals shall be in proportlon to the extent 1

to which the nonforfeltable acerued beneﬁt of eaeh such
1nd1v1dual under the plan was 1nvested in the Securltles j
of 'Such Corporatlon, subsidiary, or.afflhate.

“(e) ADDITiovN‘OF CIVIL“-PENA‘LTIES—If in any pro- .

'ceedmg descrlbed in Subsectlon (a) the Commlssmn as-

sesses and collects any civil penalty, the Commlssmn Shall
notvmthstandmg sections . 21(d)(3)(C)( ), 21A(d)( ), or |
any other prov1s1on of the securltles laws be payable to -
the dlsgorgement fund.
(d) ACCEPTANCE OF"AD'DiT‘IONAL DONATIONS.—The -
Commission: vi_s authorizedv'to_‘ aeceﬁt, hold, administer, and
utilize gifts,' bequests ahd‘ de‘ViSes. of property, both real -
and persenal, to xthe VUnited' ‘States for the disgorgefnent
fund. Gifts, bequests' and devises' of money and pr'oceeds.

from sales of other property recelved as glfts bequests, |

‘or devises shall be deposmed in the dlsgorgement fund and‘

-shall be available for allocation in accordance with sub-

seetlon (b). v
(e) DEFINITIONS ——As used in th1s sect1on
| (1) DISGORGEME‘NT FUND.—The' ‘, term
“disgorgement fund” means a disgofgement fund es-
tablished in any adminiStrative (‘)'r judicial proceeding |

deseribed in subsection (a). - |

Aprll 17 2002 (2:55 PM)
CF: \v7\o41 702\041702.0J2
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(2) SUBSIDIARY OR AFFILIATE.—The term

“subsidiary or affiliate” when used in relation to 'a"“

~ person means. any éntity that contrbls, is controlled

by, or is under eommon'éontrolf with 'éuch pérson.

| ( ) OFFICER, DIRECTOR OR PRINCIPAL SHARE-
HOLDER. —The term offlcer, dlrector, or principal
shareholder”} When' use‘d" iri 'relation to the -Enron

Corporatlon or any subs1d1ary or afflhate of such

_Corporatlon means any person that 18 subJect to the

requlrements‘ of section 16 of the Securities Ex-

~ change Act of 1934 (15 U.S.C. 78p) in relation to -

- the Enron Corporatioh, or any subsidiary or affiliate .

of such Corporation. -
(4) NONFORFEITABLE' ACCRUED BENEFIT; IN-
DIVIDUAL ACCOUNT PLAN.—The terms “nonforfeit-

able”, “accrued beneflt”‘ and ° mdmdual account

- plan” have the meanings provided ‘such terms, re-

.sp'ectively, in paragraphs (19), (23), and (34) of sec-

tion 3 of the Employee Retirement Income Security

~Act of 1974 (29 U.S.C. 1002(19) 23), (34)).

SEC. 15. STUDY OF RULES RELATING TO ANALYST CON-

FLICTS OF INTEREST

(a) STUDY AND REVIEW REQUIRED —The Commis-

24 sion shall conduct a study and review of any final rules

25 vb.y any self-regulatory organization registeréd with the
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Commission related to matters involving equity réséar'eh
analySts confliets of i'nterest.’_Su‘eh stud)i?_and report shall
include a _review bf the, 'effectiveness of }such final rules
in addressing mat.téfs vr‘elalting tb ﬁhe obj e%etivity and integ-
rity of equity,i*eé_eareh ‘énalyst reports and recommenda- -
tions. | | | | |
(b) REPORT REQUIRED.—The C'ommiss.ion. shéll sub-'
mit a breport to the Cqmmittee on Financial Services bf |

the ‘House of Representatives : and the Committee on

" Banking, Housing, and Urban ‘Affairs of the Senate on

such study and review "no‘later than 180 days after any -

such final rules by any self#fég'ulatdry organizatidn reg-
istered with the C’ommission"are' delivered to the Commis-

sion. Such report shall include recommendations to the |

Congress, ineluding' any recommendations for additional

self—reguldtory organization rulemaking fegarding matters

involving equity research analysts. The .Commission' shall |

annually submit an update o.n}suehrfeviev.v.

SEC. 16. REVIEW OF CORPORATE. GOVERNANCE PRAC- :
TICES. )

(a) STUDY OF CORPORATE PRACTICES.—The Com-

mission shall conduct a study and review of current cor-

porate governance standards and practices to determine .

| Whéther such standards and praetiées are serving the best

-F:\V7\041702\041702.0J2
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1 interests of sharehoidere; S‘uc_h study and review shall in-

2. clude an analysm of—

3
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(1) Whether current standards and practices

promote full dlsolosure of relevant information to-

shareholders

(2) Whether corporate codes of ethlcs are ade- |

- quate to protect shareholders, and to what extent |

deviations from such codes are tolerated;
(3) to What extent confliets of linterests. are ag-

g'ressively reﬁeWed afid Whether adequate means for

~ redressing such oonﬂlcts emst

(4) to” what extent suff1o1ent legal proteotlons

exist or should be ad‘opted to ensure that any man-

 ager who attempts to ma'n'rpulate’or; unduly influence

an audit will be -subject to appropriate sanction and

Liability, meludlng hablhty to investors or share-

| holders pursuing a prlvate cause’ of action for such -

mampulatlon or undue 1nfluence; '

(5) whether rules, standards, and practices re- ’

 lating to determining whether independent directors

are in fact independent are adequate;
(6) whether rules; standards, and practices re- -

lating to the"in‘dependenee of direetors serving on

audit committees are umformly apphed and ade- =

quate to protect 1nvestor 1nterests
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(7 ) whether the duties and responsibilities of
audit committeés should be eStablished>by the Com-
'mission‘; and B -

.(8) what further or additional vpractiees or . .
standards might best protect investors and promote
the interests of sharéholdérs. ‘

(b) PARTICIPATI_ON oF' STATE REGULATORS.—In |
conducting the study required under .s’uvbse,etion (a), the
Commission shall seek the Views of the securities and cor-

porate. regulators of the various St'ates.

' (¢) RepORT REQUIRED.—The Commission shall sub-

“mit a report on the analysisfequired under subsection (a)

as a part of the Coinmission’s next annual report sub-
mitted after the date of enactment of this Act.
SEC. 17. STUDY» OF EﬂFORCEMENT ACTIONS.

(a) STUDY REQUIRED.;The defﬁiséion shall re-

view and ahalyie all' enforcement actions by the Commis-

sion involving violations of reporting requiréments im-

posed under the securities laws, and restatements of finan-

cial statements, over the last five yéars to identify areas

~of reporting that are most susceptible to fraud, inappro- -

priate manipulation, or inappropriate earnings manage-

“ment, such as revenue recognition and the accounting

treatment of off-balance sheet special purpo‘se entities.

F\V71041702\041702.0J2
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(b) REPORT REQUIRED.——The Commission shall re-
port its findings to the Committee on Financial Services

of the House of .Repreéentatix)és., and the Committee on

Banking, Housing,- and Urban Affairs of the Senate with-

in 180 days of the ‘date‘ of enactment of this Act and shall
use such findings‘ to revise its rules and regulations, as
necessary. The report shall include a discussion of regu-
latory or legislative stepsv’ that are recommended or that
may be neceésary'to address concerns iidentified in the
study. | | |

SEC. 18. STUDY OF CRE‘DIT‘I\{ATING,AGENCIES.

‘(a) STUDY REQUIRED.'—The’ Commission shall con-
ductb a study of the role and functiovn of cfvedit'rating agen-
cies in the operatiovn of the securities market. Such study
shall examine— | |

(1). the role of the éred_it faﬁng agencies in the
evaluation of issuers of se(ﬁurities; |
(2) the importance of that role:to mvestors and
the functi(v)‘ninvguof thévvse;cﬁrities markets;
 ~\,_(3)> any impediments to the a’ccuraté appraisal
by credit rating -agencies of fhe ‘fi'r‘lanéial resources -
_ »and risks of issuers‘.of securities;
(4) any measures Which may be required_fo Im-

prove the dissemination of information concerning

April 17, 2002 (2:55 PM)
F:AV7\041702\041702.0J2
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such resources and risks when credit rating agencies.

announce credit ratings; -
(5) any barriers to entry into the business of
acting as a credit rating’ agenby, “and any measures

needed to remove such barriers; and

_ fhets..

(b) REPORT REQUIRED.—The Commission shall sub- -
mit a report on the analysis required by subsection (a)
to the President, the Committee on Financial Services of

the House of Representativés; and the Committee on -

Banking, _HouSing, ar.id‘ Urban Affairs of the Senate with-

in 180 days after the date of enactment of this Act. The

report shall include a diseussion of regulatory or legislative
steps that are recomménded'or‘ that ma§ be necessary to
address concerns identified in the study. .

SEC. 19. STUDY OF INVESTMENT BANKS

(a) GAO StupY.—The Compt_rollér General shall
conduct a study on the role piayed bAy-.iinvestment banks
" and financial advisors in assisting publié éompanies In ma-

" nipulating their'eai“hing_s and obfuscating their true finan-

cial condition. The study should addr.e‘_sv‘s' the role of the

“investment_ banks—

April 17, 2002 (2:55 PM)
FAV710417021041702.02

(‘6_)‘ aﬁy conflicts of 'interes‘t in_ the operation of
credit rating agencies and _measureé to prevent such

- conflicts or ameliorate the consequences of such con- -
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(1) in the collapse of the Enron Corporation,

including with respect to the design and implementa-

tion of derivatives transactions, transactions involv-

ing special purpose vehicles, and other financing ar-

’ rangements that may have had the effect of altering |

the company S reported fmanclal statements In ways

" that obscured the true financial picture of the com-
pany; |

(2) in the fallure of Global Crossmg, including
| -vmth respect to transactlons 1nvolv1ng svvaps of fiber .
optic cable capac1ty, In des1gn1ng transact1ons that"‘
may have had the effect of altering the company S

reported financial staternents in ways that obscured

the true financial picture of the company; and

(3) generally, in creati'ng_ and marketing trans- |

actions designed solely to enable companies to ma-

nipulate revenue streams “obtain loans, or move li-

ab1l1t1es off balance sheets vmthout altering the eco-

nomice and busmess risks faced by the companies or

any other mechamsm to obscure a company s finan-

cial p1cture

| (b) REPORT —The General Accountlng Office shall ‘
23 report to the Congress thhm 180 days ‘after the date of
24 enactmen_t of this Act on the results of the study required :

25 by this section. The report' shall include a discussion of .
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1 regulatory or _legi"s‘lative steps that are:recommendevd or
2 that may"bevne(iessavry tb address éoneerns identified inv
3 the study. | |
4 SEC. 20. STUDY OF MODEL RULES FOR ATTORNEYS OF |
| 5 ISSUERS. 4
6  (a) IN GENERAL—The Comptroller General shall
7 conduct a study (;f the Model Rules of Professional Con-
8 duét promulgated by the American Bar Association and
< = 9 rules of professional eorliductlapplieable to attorneys estab-
| 10 lished by the Commission to determine—- o
11 (1) whether such rﬁles pfovide sufficient guid-
12 a_heé to attbrnéys repreéénting éorp@rate clients who
13 | are 1ssuers réquired to. file periodic di'selosures under
1 14 section -13 or 15 of the Segurit_iés Exehange Act of
15 1934 (15 U.S‘.C-.»‘78m,‘ 7-80),> as’ tQ:the ethical re-
16 sponsibilities of such attorneys fof -
| 17 - (A) Warn elienté of possible fraudulent or -
18 illegal activities of such clients and possible con-
19 . sequences of such activities; ,‘
20 ‘-'(B.') ~diSélose sueh.f'raudulen_t'_or, ﬂlegal ac-
E 21 tivities tob appfopriate regulatory or law enforce- |
%l 22 ’menﬁ aufhorities; and ‘
% 23 (C) Ihanage potehtial eonﬂiets of ihte'rests
% | 24 ;With clients; a_rid | o

April 17,12002 (2:55 PM) o o S S
F:\V7\041702\041702.0J2 = : L ‘
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.(2) Whether such rules provide_suffieient protec-
tion to eorporate shareholders," especially with re-
gards to conflicts of interest between attorneys and :

their corporate clients.

‘ .(b) REPORT REQUIRED.—The Comptroller General -
shall report to the 'Committ’ee on F1nanc1al Services of the
House of Represent'atives and the Comrnittee on Banking,b
Housing, ‘and Urban Afl'airs of the Senate on the results
of the study requ1red by th1s section. Such report shall
k1nelude any recommendat1ons of the General Accounting

Office Wlth regards to—

" (1) possible changes to the Model Rules and the |

rules of professional eonduet applieable to attorneys

' established by the Comm1ss1on to prov1de increased |

protection to shareholders
(2) Whether restr1et1ons should be nnposed to
require that an - attorney, hav1ng represented a cor-

poration. or haying ‘been employed by a firm which

o represented a eorporat1on may not be employed as. |
general eounsel to that eorporat1on until a certain

per1od of time has eXp1red and

(3) the regulatory or leg1slat1ve steps that are

| recommended or that may be necessary to address

coneerns identified in the study.
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-1 SEC.21. ENFORCEMENT AUTHORITY.

For the purposes of enforelng and carrying out this
Act the Comm1ss10n shall have all of the authorltles

granted to the Commission under the securities laws. Ac-

2
3
4
5 tions of the Commis_sion_"undervthis Act, including actions |
6 on rules or regulations, shall be subjeet to review in the
7 same manner as actions under vthe seeuri‘eies laws.

8 SEC. 22. EXCLUSION FOR INVESTMENT COMPANIES.

9 _Sectiepé 4, 6, 8, andl 9-0f this Act shall not apply
10 to an investment eompanyv registered uhder section 8 of
11 the Invvestment"v»C‘ompany. Act of 1940 ,(15 U.S.C. 80a—
12 8. .

13 SEC. 23. DEFINITIONS.

| ' 14 ‘As used in this Act:

f 15 (1) BLACKOUT PERIOD.—The term “blackout
16 period” with respeetﬂtol the equity securities of any
1 dssme— |
18 (FA)' fneans any per10d durmg which the
19 o ability of at least. flfty percent of the partici-
20 -pants or beneficiaries under all appheable indi-
| 21 . vidual account plans maiptained byvthe issuer -
2 to'.purehase' (or otherwise acquire) or sell (or
23 ‘ Othemse transfer) an interest in any equity of
24 such ieSuer 18 suSpended by .the"iss.uer or a fidu-
25 | ciary of the Iplan; but | .
26 ~ (B) does not include— -

Aprll 17 2002 (2: 55 PM)
F: \V7\O41 702\041702.0J2
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(i) a peﬁod in 'WhiC}‘_l‘the employees of
an isSuer may not vallo‘ca:te fheir interests
“in the individual _accoﬁnt‘ plan due to an
exp’reés investment restriction—
| _(D incorporated info the 1indi-
vidual account plan; and
(II) timely disclosed to employees
- before joinihg the individual aceount
plan or aé a sﬁbséqﬁent amendment
. to the plan; 'ténd/or?j
7 (ii) any suspension ‘described in sub-
paragmph (A) that is imposed solely in
connection with ‘persons becomirg partici-
pants. or beneficiaries, or ceasing to be par-
ticip@hts or bene’ficiéries, in an applicablé
'~ individual accouht plan by reason of a cor-
pbrafe merger, aCQuisition; divestiture, of
similar transact’ioﬁ. |
(2) BOARDS = OF ACCOUNTANCY OF THE

STATES.—The term “boards of accountancy of the.

States” means any organization or association char-

tered or approved under the law of any' State with -

responsibility for the registration, supervision, or

regulation of accountants.
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(3) COMMISSION.—The term “Commission” "
means the Securitiés and Exchange Commission.

(4) INDIVIDUAL ACCOUNT PLAN.—The term

. “individual account plan” has'the"méaning provided

~such term in ;SGCtiOIvl 3(34) of the Employee Retire-

ment Income Sedurity Act of 1974 (29 US.C.
1002(34)). | - |

(5) IssuEr.—The term “issuer” shall have the

- meaning set fofth in section 2(a)(4): of the Securities

Act of 1933 (15 U.S.C. TTh(a)(4)).

(6) PERSON ASSOCIATED WITH AN ACCOUNT-

ANT.—The term “person associated with an ac- .

- countant” means any partner, officer, director, or

 manager of such accountant (or any person occu-

pying a similar status or performing similar fune-
tions), any -pefsori direetly or indifectly controlling,
controlled by, or under commbxi control with such

accountant, or any employee of such accountant who

_ performs a supervisory role in the auditing process.

(7) RECOGNIZED PUBLIC REGULATORY ORGANI- |
ZATION.——,The term “‘recognized public  regulatory

organization” means a public regulatory organiza-

tion that the -Commission has recognized as meeting |

the criteria established by the Commission under ;

subsection (b) of section 2.
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(8) SECURITIES LAWS.—The term “securities

laws” means the Securities Act of 1933 (15 U.S.C.

~ T7a et seq.), the Securities Exchange Act of 1934

(15 U.S.C. 78a et seq.), the Trust Indenture Act of |
1939 (15 U.S.C. 77aaa et seq.), the Investment

Company Act of 1940 (15 U.S.C. 80a-1 et seq.), the
Investment, Advisers Act of 1940 (15 U.S.C. 80b et
seq.), and the Securities InveStor Proteétion Act of.
1970 (15 U.8.C. 78&&& et ‘seq.),“ notWithstanding |

any contrary provision of any such Act.
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