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PUBLIC LAW 107-204—JULY 30, 2002 116 STAT. 777

“(A) to the registered public accounting firm employed
by the issuer for the purpose of rendering or issuing an
audit report; and

“B) to any advisers employed by the audit committee
under paragraph (5).”.

SEC. 302. CORPORATE RESPONSIBILITY FOR FINANCIAL REPORTS. 15 USC 7241.

(a) REGULATIONS REQUIRED.—The Commission shall, by rule,
require, for each company filing periodic reports under section 13(a)
or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m,
780(d)), that the principal executive officer or officers and the prin-
cipal financial officer or officers, or persons performing similar
functions, certify in each annual or quarterly report filed or sub-
mitted under either such section of such Act that—

(1) the signing officer has reviewed the report;

(2) based on the officer’s knowledge, the report does not
contain any untrue statement of a material fact or omit to
state a material fact necessary in order to make the statements
made, in light of the circumstances under which such state-
ments were made, not misleading;

(3) based on such officer’s knowledge, the financial state-
ments, and other financial information included in the report,
fairly present in all material respects the financial condition
and results of operations of the issuer as of, and for, the
periods presented in the report;

(4) the signing officers—

(A) are responsible for establishing and maintaining
internal controls;

(B) have designed such internal controls to ensure
that material information relating to the issuer and its
consolidated subsidiaries is made known to such officers
by others within those entities, particularly during the
period in which the periodic reports are being prepared;

(C) have evaluated the effectiveness of the issuer’s
internal controls as of a date within 90 days prior to
the report; and

(D) have presented in the report their conclusions
about the effectiveness of their internal controls based on
their evaluation as of that date;

(5) the signing officers have disclosed to the issuer’s audi-
tors and the audit committee of the board of directors (or
persons fulfilling the equivalent function)—

(A) all significant deficiencies in the design or operation
of internal controls which could adversely affect the issuer’s
ability to record, process, summarize, and report financial
data and have identified for the issuer’s auditors any mate-
rial weaknesses in internal controls; and

(B) any fraud, whether or not material, that involves
management or other employees who have a significant
role in the issuer’s internal controls; and
(6) the signing officers have indicated in the report whether

or not there were significant changes in internal controls or
in other factors that could significantly affect internal controls
subsequent to the date of their evaluation, including any correc-
tive actions with regard to significant deficiencies and material
weaknesses.
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15 USC 7242.

15 USC 7243.

(b) FOREIGN REINCORPORATIONS HAVE NO EFFECT.—Nothing
in this section 302 shall be interpreted or applied in any way
to allow any issuer to lessen the legal force of the statement
required under this section 302, by an issuer having reincorporated
or having engaged in any other transaction that resulted in the
transfer of the corporate domicile or offices of the issuer from
inside the United States to outside of the United States.

(c) DEADLINE.—The rules required by subsection (a) shall be
elf;fec‘Zive not later than 30 days after the date of enactment of
this Act.

SEC. 303. IMPROPER INFLUENCE ON CONDUCT OF AUDITS.

(a) RULES To PROHIBIT.—It shall be unlawful, in contravention
of such rules or regulations as the Commission shall prescribe
as necessary and appropriate in the public interest or for the
protection of investors, for any officer or director of an issuer,
or any other person acting under the direction thereof, to take
any action to fraudulently influence, coerce, manipulate, or mislead
any independent public or certified accountant engaged in the
?erformance of an audit of the financial statements of that issuer
or the purpose of rendering such financial statements materially
misleading.

(b) ENFORCEMENT.—In any civil proceeding, the Commission
shall have exclusive authority to enforce this section and any rule
or regulation issued under this section.

(c) No PREEMPTION OF OTHER LAW.—The provisions of sub-
section (a) shall be in addition to, and shall not supersede or
preempt, any other provision of law or any rule or regulation
issued thereunder.

(d) DEADLINE FOR RULEMAKING.—The Commission shall—

(1) propose the rules or regulations required by this section,
not later than 90 days after the date of enactment of this
Act; and

(2) issue final rules or regulations required by this section,
not later than 270 days after that date of enactment.

SEC. 304. FORFEITURE OF CERTAIN BONUSES AND PROFITS.

(a) ADDITIONAL COMPENSATION PRIOR TO NONCOMPLIANCE WITH
COMMISSION FINANCIAL REPORTING REQUIREMENTS.—If an issuer
is required to preFare an accounting restatement due to the material
noncompliance of the issuer, as a result of misconduct, with any
financial reporting requirement under the securities laws, the chief
executive officer and chief financial officer of the issuer shall
reimburse the issuer for—

(1) any bonus or other incentive-based or equity-based com-
pensation received by that person from the issuer during the
12-month period following the first public issuance or filin,
with the Commission (whichever first occurs) of the financia
document embodying such financial reporting requirement; and

(2) any profits realized from the sale of securities of the
issuer during that 12-month period.

(b) CoMMISSION EXEMPTION AUTHORITY.—The Commission may
exempt any person from the application of subsection (a), as it
deems necessary and appropriate.

SEC. 305. OFFICER AND DIRECTOR BARS AND PENALTIES.
(a) UNFITNESS STANDARD.—
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“(C) the issuer (if the issuer maintains a corporate Deadline.
website) shall provide that statement on that corporate
website, not later than the end of the business day folf:)wing
that filing.”.
(b) EFFECTIVE DATE.—The amendment made by this section 15 USC 78p note.
Zhall be effective 30 days after the date of the enactment of this
ct.

SEC. 404. MANAGEMENT ASSESSMENT OF INTERNAL CONTROLS. 15 USC 7262.

(a) RULES REQUIRED.—The Commission shall prescribe rules
requiring each annual report re?uired by section 13(a) or 15(d)
of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 780(d))
to contain an internal control report, which shall—

(1) state the responsibility of management for establishing
and maintaining an adequate internal control structure and
procedures for financial reporting; and

(2) contain an assessment, as of the end of the most recent
fiscal year of the issuer, of the effectiveness of the internal
control structure and procedures of the issuer for financial
reporting.

(b) INTERNAL CONTROL EVALUATION AND REPORTING.—With
respect to the internal control assessment required by subsection
(a), each registered public accounting firm that prepares or issues
the audit report for the issuer shall attest to, and report on, the
assessment made by the management of the issuer. An attestation
made under this subsection shall be made in accordance with stand-
ards for attestation engagements issued or adopted by the Board.
Any such attestation shall not be the subject of a separate engage-
ment.

SEC. 405. EXEMPTION. 15 USC 7263.

Nothing in section 401, 402, or 404, the amendments made
by those sections, or the rules of the Commission under those
sections shall aplply to any investment company registered under
sgction 8 of the Investment Company Act of 1940 (15 U.S.C. 80a—
8).

SEC. 406. CODE OF ETHICS FOR SENIOR FINANCIAL OFFICERS. 15 USC 7264.

(a) CopE oF ETHICS DISCLOSURE.—The Commission shall issue Regulations.
rules to require each issuer, together with periodic reports required
pursuant to section 13(a) or 15(d) of the gecurities Exchange Act
of 1934, to disclose whether or not, and if not, the reason therefor,
such issuer has adopted a code of ethics for senior financial officers,
applicable to its principal financial officer and comptroller or prin-
cipal accounting officer, or persons performing similar functions.

(b) CHANGES IN CODES OF ETHICS.—The Commission shall Regulations.
revise its regulations concerning matters requiring prompt disclo-
sure on Form 8-K (or any successor thereto) to require the imme-
diate disclosure, by means of the filing of such form, dissemination
by the Internet or by other electronic means, by any issuer of
any change in or waiver of the code of ethics for senior financial
officers.

(c) DEFINITION.—In this section, the term “code of ethics” means
such standards as are reasonably necessary to promote—

(1) honest and ethical conduct, including the ethical han-
dling of actual or apparent conflicts of interest between personal
and professional relationships;
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(5) make any necessary conforming changes to the sen-
tencing guidelines; and
(6) assure that the guidelines adequately meet the purposes

of sentencing, as set forth in section 3553(a)2) of title 18,

United States Code.

(c) EMERGENCY AUTHORITY AND DEADLINE FOR COMMISSION
ACTION.—The United States Sentencing Commission is requested
to promulgate the guidelines or amendments provided for under
this section as soon as practicable, and in any event not later
than 180 days after the date of enactment of this Act, in accordance
with the procedures set forth in section 219(a) of the Sentencing
Reform Act of 1987, as though the authority under that Act had
not expired.

SEC. 906. CORPORATE RESPONSIBILITY FOR FINANCIAL REPORTS.

(a) IN GENERAL.—Chapter 63 of title 18, United States Code,
is amended by inserting after section 1349, as created by this
Act, the following:

“§1350. Failure of corporate officers to certify financial
reports

(a) CERTIFICATION OF PERIODIC FINANCIAL REPORTS.—Each
periodic report containing financial statements filed by an issuer
with the Securities Exchange Commission pursuant to section 13(a)
or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m(a)
or 780(d)) shall be accompanied by a written statement by the
chief executive officer and chief financial officer (or equivalent
thereof) of the issuer.

“(b) CONTENT.—The statement required under subsection (a)
shall certify that the periodic report containing the financial state-
ments fully complies with the requirements of section 13(a) or
15(d) of the Securities Exchange Act pf 1934 (15 U.S.C. 78m or
780(d)) and that information contained in the periodic report fairly
presents, in all material respects, the financial condition and results
of operations of the issuer.

“(c) CRIMINAL PENALTIES.—Whoever—

“(1) certifies any statement as set forth in subsections

(a) and (b) of this section knowing that the periodic report

accompanying the statement does not comport with all the

requirements set forth in this section shall be fined not more
than $1,000,000 or imprisoned not more than 10 years, or
both; or

“(2) willfully certifies any statement as set forth in sub-
sections (a) and (b) of this section knowing that the periodic
report accompanying the statement does not comport with all
the requirements set forth in this section shall be fined not
more than $5,000,000, or imprisoned not more than 20 years,
or both.”.

(b) CLERICAL AMENDMENT.—The table of sections at the begin-
ning of chapter 63 of title 18, United States Code, is amended
by adding at the end the following:

“1350. Failure of corporate officers to certify financial reports.”.
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Rule 13a-14 - Certification Of Disclosure In Annual And Quarterly
Reports

a. Each report, including transition reports, filed on Form 10-Q, Form 10-QSB, Form 10-
K, Form 10-KSB, Form 20-F or Form 40-F under section 13(a) of the Act, other than a
report filed by an Asset-Backed Issuer (as defined in Item 229.1101 of this chapter)
or a report on Form 20-F filed under Rule 240.13a-19, must include certifications in
the form specified in the applicable exhibit filing requirements of such report and such
certifications must be filed as an exhibit to such report. Each principal executive and
principal financial officer of the issuer, or persons performing similar functions, at the
time of filing of the report must sign a certification. The principal executive and

rincipal financial officers of an issuer may omit the portion of the introductory
anguage in paragraph 4 as well as language in paragraph 4(b) of the certification
that refers to the certifying officers' responsibility for designing, establishing and
maintaining internal control over financial reporting for the issuer until the issuer
becomes subject to the internal control over financial reporting requirements in Rule
240.13a-15 or 240.15d-15.

b. Each periodic report containing financial statements filed by an issuer pursuant to
section 13%38 of the Act must be accompanied by the certifications required by
Section 1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. 1350)
and such certifications must be furnished as an exhibit to such re?ort as specified in
the applicable exhibit requirements for such report. Each principal executive and
principal financial officer of the issuer (or equivalent thereof) must sign a certification.
This requirement may be satisfied by a single certification signed by an issuer's
principal executive and principal financial officers.

c. A person required to provide a certification specified in paragragh (a), (b) or (d) of
this section may not have the certification signed on his or her behalf pursuant to a
power of attorney or other form of confirming authority.

d. Each annual report and transition report filed on Form 10-K (Rule 249.310 of this

chapter) by an asset-backed issuer under section 13(a) of the Act must include a
certification in the form specified in the applicable exhibit filing requirements of such
report and such certification must be filed as an exhibit to such report. Terms used in
paragraphs (d) and (e) of this section have the same meaning as in Item 1101 of
Regulation AB (Rule 229.1101 of this chapter).

e. With respect to asset-backed issuers, the certification required by paragraph (d) of

http:/ fwww law.uc.edu/CCL/34ActRls/rule13a-14.html (1/2)2008/05/13 16:21:24

68



Rule 13a-14 - Certification Of Disclosure In Annual And Quarter]y Reports

this section must be signed by either:

1. The senior officer in charge of securitization of the depositor if the depositor is
signing the report; or

2. The senior officer in charge of the servicing function of the servicer if the
servicer is signing the report on behalf of the issuin% entity. If multiple
servicers are involved in servicing the pool assets, the senior officer in charge
of the servicing function of the master servicer (or entity performing the
equivalent function) must sign if a representative of the servicer is to sign the
report on behalf of the issuing entity.

f. The certification requirements of this section do not apply to XBRL-Related
Documents, as defined in Rule 232.11 of this chapter.

Regulatory History

67 FR 57276, 57288, Sept. 9, 2002; 68 FR 36636, 36665, June 18, 2003; 70 FR 1506,
1621, Jan. 7, 2005; 70 FR 6556, 6572, Feb. 8, 2005; 70 FR 42234, 42247, July 21, 2005;
70 FR 56825, Sept. 29, 2005; 71 FR 76580, 76596, Dec. 21, 2006.
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Rule 13a-15 -- Issuer's Disclosure Controls and Procedures Related to
Preparation of Required Reports

a. Every issuer that has a class of securities registered pursuant to section 12 of the Act,
other than an Asset-Backed Issuer (as defined in Item 229.1101 of this chapter), a
small business investment company registered on Form N-5, or a unit investment
trust as defined in section 4(2) of the Investment Company Act of 1940, must
maintain disclosure controls and procedures (as defined in paragraph (e) of this
section) and, if the issuer either had been required to file an annual r%Port pursuant
to section 13(a) or 15(d) of the Act for the prior fiscal year or had filed an annual
report with the Commission for the prior fiscal year, internal control over financial
reporting (as defined in paragraph (f) of this section).

b. Each such issuer's management must evaluate, with the participation of the issuer's
rincipal executive and principal financial officers, or persons performing similar
unctions, the effectiveness of the issuer's disclosure controls and procedures, as of

the end of each fiscal quarter, except that management must perform this evaluation:

1. In the case of a foreign private issuer (as defined in Rule 3b-4) as of the end
of each fiscal year; and

2. In the case of an investment company registered under section 8 of the
Investment Company Act of 1940, within the 90-day period prior to the filing
date of each report requiring certification under Investment Company Act Rule
30a-2.

c. The management of each such issuer that either had been required to file an annual
report pursuant to section 13(a) or 15(d?_| of the Act for the prior fiscal year or
previously had filed an annual report with the Commission for the prior fiscal year,
other than an investment company registered under section 8 of the Investment
Company Act of 1940, must evaluate, with the participation of the issuer's principal
executive and principal financial officers, or persons performing similar functions, the
effectiveness, as of the end of each fiscal year, of the issuer's internal control over
financial reporting. The framework on which management's evaluation of the issuer's
internal control over financial reporting is based must be a suitable, recognized
control framework that is established by a body or group that has followed due-
process procedures, including the broad distribution of the framework for public
comment.

http://www.law.uc.edu/CCL/34ActRls/rule]3a-15.html (1/3)2008/05/13 16:22:36
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d. The management of each such issuer that either had been required to file an annual
report pursuant to section 13(a) or 15(d) of the Act for the prior fiscal year or had
filed an annual report with the Commission for the prior fiscal year, other than an
investment company registered under section 8 of the Investment Company Act of
1940, must evaluate, with the participation of the issuer's principal executive and
principal financial officers, org::ersons performing similar functions, any change in the
issuer's internal control over financial reporting, that occurred during each of the
issuer's fiscal quarters, or fiscal year in the case of a foreign private issuer, that has
materially affected, or is reasonably likely to materially affect, the issuer's internal
control over financial reporting.

e. For purposes of this section, the term disclosure controls and procedures means
controls and other procedures of an issuer that are designed to ensure that
information required to be disclosed by the issuer in the reports that it files or
submits under the Act (15 U.S.C. 78a et seq.) is recorded, processed, summarized
and reported, within the time periods specified in the Commission's rules and forms.
Disclosure controls and procedures include, without limitation, controls and
procedures designed to ensure that information required to be disclosed by an issuer
in the reports that it files or submits under the Act is accumulated and communicated
to the issuer's management, including its principal executive and principal financial
officers, or persons performing similar functions, as appropriate to allow timely
decisions regarding required disclosure.

f. The term internal control over financial reporting is defined as a process designed by,
or under the supervision of, the issuer's principal executive and principal financial
officers, or persons performing similar functions, and effected by the issuer's board of
directors, management and other Personnei, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial
statements for external ﬁurposes in accordance with generally accepted accounting
principles and includes those policies and procedures that:

1. Pertain to the maintenance of records that in reasonable detail accurately and
fairly reflect the transactions and dispositions of the assets of the issuer;

2. Provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the
issuer are being made only in accordance with authorizations of management
and directors of the issuer; and

3. Provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of the issuer's assets that could
have a material effect on the financial statements.

Regulatory History

67 FR 57276, 57289, Sept. 9, 2002; 68 FR 5348, 5364, Feb. 3, 2003; 68 FR 36636, 36666,
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