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§ 263.402

Subpart J—Removal, Suspension,
and Debarment of Accountants From Performing Audit
Services
SOURCE: 68 FR 48267, Aug. 13, 2003, unless
otherwise noted.

§ 263.400

Scope.

This subpart, which implements section 36(g)(4) of the Federal Deposit Insurance
Act
(FDIA)(12
U.S.C.
1831m(g)(4)), provides rules and procedures for the removal, suspension, or
debarment of independent public accountants and their accounting firms
from performing independent audit and
attestation services for insured state
member banks and for bank holding
companies required by section 36 of the
FDIA (12 U.S.C. 1831m).
§ 263.401

Definitions.

As used in this subpart, the following
terms shall have the meaning given
below unless the context requires otherwise:
(a) Accounting firm means a corporation, proprietorship, partnership, or
other business firm providing audit
services.
(b) Audit services means any service
required to be performed by an independent public accountant by section
36 of the FDIA and 12 CFR part 363, including attestation services. Audit
services include any service performed
with respect to the holding company of
an insured bank that is used to satisfy
requirements imposed by section 36 or
part 363 on that bank.
(c) Banking organization means an insured state member bank or a bank
holding company that obtains audit
services that are used to satisfy requirements imposed by section 36 or
part 363 on an insured subsidiary bank
of that holding company.
(d) Independent public accountant (accountant) means any individual who
performs or participates in providing
audit services.
§ 263.402 Removal, suspension, or debarment.
(a) Good cause for removal, suspension,
or debarment—(1) Individuals. The Board
may remove, suspend, or debar an inde-

pendent public accountant from performing audit services for banking organizations that are subject to section
36 of the FDIA, if, after notice of and
opportunity for hearing in the matter,
the Board finds that the accountant:
(i) Lacks the requisite qualifications
to perform audit services;
(ii) Has knowingly or recklessly engaged in conduct that results in a violation of applicable professional standards, including those standards and
conflict of interest provisions applicable to accountants through the Sarbanes-Oxley Act of 2002, Pub. L. 107–204,
116 Stat. 745 (2002) (Sarbanes-Oxley
Act), and developed by the Public Company Accounting Oversight Board and
the Securities and Exchange Commission;
(iii) Has engaged in negligent conduct in the form of:
(A) A single instance of highly unreasonable conduct that results in a violation of applicable professional standards in circumstances in which an accountant knows, or should know, that
heightened scrutiny is warranted; or
(B) Repeated instances of unreasonable conduct, each resulting in a violation of applicable professional standards, that indicate a lack of competence to perform audit services;
(iv) Has knowingly or recklessly
given false or misleading information,
or knowingly or recklessly participated in any way in the giving of false
or misleading information, to the
Board or any officer or employee of the
Board;
(v) Has engaged in, or aided and abetted, a material and knowing or reckless violation of any provision of the
Federal banking or securities laws or
the rules and regulations thereunder,
or any other law;
(vi) Has been removed, suspended, or
debarred from practice before any Federal or state agency regulating the
banking, insurance, or securities industries, other than by an action listed in
§ 263.403, on grounds relevant to the
provision of audit services; or
(vii) Is suspended or debarred for
cause from practice as an accountant
by any duly constituted licensing authority of any state, possession, commonwealth, or the District of Columbia.
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