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section (a)’’ for ‘‘for a disgorgement fund described in 

subsection (a)’’ and ‘‘in such fund’’ for ‘‘in the dis-

gorgement fund’’. 

Subsec. (e). Pub. L. 111–203, § 929B(3), struck out sub-

sec. (e). Text read as follows: ‘‘As used in this section, 

the term ‘disgorgement fund’ means a fund established 

in any administrative or judicial proceeding described 

in subsection (a) of this section.’’ 

EFFECTIVE DATE OF 2010 AMENDMENT 

Amendment by Pub. L. 111–203 effective 1 day after 

July 21, 2010, except as otherwise provided, see section 

4 of Pub. L. 111–203, set out as an Effective Date note 

under section 5301 of Title 12, Banks and Banking. 

SUBCHAPTER IV—ENHANCED FINANCIAL 
DISCLOSURES 

§ 7261. Disclosures in periodic reports 

(a) Omitted 

(b) Commission rules on pro forma figures 

Not later than 180 days after July 30, 2002, the 
Commission shall issue final rules providing 
that pro forma financial information included in 
any periodic or other report filed with the Com-
mission pursuant to the securities laws, or in 
any public disclosure or press or other release, 
shall be presented in a manner that— 

(1) does not contain an untrue statement of 
a material fact or omit to state a material 
fact necessary in order to make the pro forma 
financial information, in light of the circum-
stances under which it is presented, not mis-
leading; and 

(2) reconciles it with the financial condition 
and results of operations of the issuer under 
generally accepted accounting principles. 

(c) Study and report on special purpose entities 

(1) Study required 

The Commission shall, not later than 1 year 
after the effective date of adoption of off-bal-
ance sheet disclosure rules required by section 
78m(j) of this title, complete a study of filings 
by issuers and their disclosures to determine— 

(A) the extent of off-balance sheet trans-
actions, including assets, liabilities, leases, 
losses, and the use of special purpose enti-
ties; and 

(B) whether generally accepted accounting 
rules result in financial statements of issu-
ers reflecting the economics of such off-bal-
ance sheet transactions to investors in a 
transparent fashion. 

(2) Report and recommendations 

Not later than 6 months after the date of 
completion of the study required by paragraph 
(1), the Commission shall submit a report to 
the President, the Committee on Banking, 
Housing, and Urban Affairs of the Senate, and 
the Committee on Financial Services of the 
House of Representatives, setting forth— 

(A) the amount or an estimate of the 
amount of off-balance sheet transactions, in-
cluding assets, liabilities, leases, and losses 
of, and the use of special purpose entities by, 
issuers filing periodic reports pursuant to 
section 78m or 78o of this title; 

(B) the extent to which special purpose en-
tities are used to facilitate off-balance sheet 
transactions; 

(C) whether generally accepted accounting 
principles or the rules of the Commission re-
sult in financial statements of issuers re-
flecting the economics of such transactions 
to investors in a transparent fashion; 

(D) whether generally accepted accounting 
principles specifically result in the consoli-
dation of special purpose entities sponsored 
by an issuer in cases in which the issuer has 
the majority of the risks and rewards of the 
special purpose entity; and 

(E) any recommendations of the Commis-
sion for improving the transparency and 
quality of reporting off-balance sheet trans-
actions in the financial statements and dis-
closures required to be filed by an issuer 
with the Commission. 

(Pub. L. 107–204, title IV, § 401, July 30, 2002, 116 
Stat. 785.) 

CODIFICATION 

Section is comprised of section 401 of Pub. L. 107–204. 

Subsec. (a) of section 401 of Pub. L. 107–204 amended 

section 78m of this title. 

§ 7262. Management assessment of internal con-
trols 

(a) Rules required 

The Commission shall prescribe rules requir-
ing each annual report required by section 
78m(a) or 78o(d) of this title to contain an inter-
nal 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 re-
porting. 

(b) Internal control evaluation and reporting 

With respect to the internal control assess-
ment required by subsection (a) of this section, 
each registered public accounting firm that pre-
pares or issues the audit report for the issuer 
shall attest to, and report on, the assessment 
made by the management of the issuer. An at-
testation made under this subsection shall be 
made in accordance with standards for attesta-
tion engagements issued or adopted by the 
Board. Any such attestation shall not be the 
subject of a separate engagement. 

(c) Exemption for smaller issuers 

Subsection (b) shall not apply with respect to 
any audit report prepared for an issuer that is 
neither a ‘‘large accelerated filer’’ nor an ‘‘ac-
celerated filer’’ as those terms are defined in 
Rule 12b–2 of the Commission (17 C.F.R. 
240.12b–2). 

(Pub. L. 107–204, title IV, § 404, July 30, 2002, 116 
Stat. 789; Pub. L. 111–203, title IX, § 989G(a), July 
21, 2010, 124 Stat. 1948.) 

AMENDMENTS 

2010—Subsec. (c). Pub. L. 111–203 added subsec. (c). 

EFFECTIVE DATE OF 2010 AMENDMENT 

Amendment by Pub. L. 111–203 effective 1 day after 

July 21, 2010, except as otherwise provided, see section 
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4 of Pub. L. 111–203, set out as an Effective Date note 

under section 5301 of Title 12, Banks and Banking. 

§ 7263. Exemption 

Nothing in section 401, 402, or 404, the amend-
ments made by those sections, or the rules of 
the Commission under those sections shall apply 
to any investment company registered under 
section 80a–8 of this title. 

(Pub. L. 107–204, title IV, § 405, July 30, 2002, 116 
Stat. 789.) 

REFERENCES IN TEXT 

Sections 401, 402, and 404, referred to in text, mean 

sections 401, 402, and 404 of Pub. L. 107–204. Section 401 

enacted section 7261 of this title and amended section 

78m of this title. Section 402 amended section 78m of 

this title. Section 404 enacted section 7262 of this title. 

§ 7264. Code of ethics for senior financial officers 

(a) Code of ethics disclosure 

The Commission shall issue rules to require 
each issuer, together with periodic reports re-
quired pursuant to section 78m(a) or 78o(d) of 
this title, to disclose whether or not, and if not, 
the reason therefor, such issuer has adopted a 
code of ethics for senior financial officers, appli-
cable to its principal financial officer and comp-
troller or principal accounting officer, or per-
sons performing similar functions. 

(b) Changes in codes of ethics 

The Commission shall revise its regulations 
concerning matters requiring prompt disclosure 
on Form 8–K (or any successor thereto) to re-
quire the immediate disclosure, by means of the 
filing of such form, dissemination by the Inter-
net 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 nec-
essary to promote— 

(1) honest and ethical conduct, including the 
ethical handling of actual or apparent con-
flicts of interest between personal and profes-
sional relationships; 

(2) full, fair, accurate, timely, and under-
standable disclosure in the periodic reports re-
quired to be filed by the issuer; and 

(3) compliance with applicable governmental 
rules and regulations. 

(d) Deadline for rulemaking 

The Commission shall— 
(1) propose rules to implement this section, 

not later than 90 days after July 30, 2002; and 
(2) issue final rules to implement this sec-

tion, not later than 180 days after July 30, 2002. 

(Pub. L. 107–204, title IV, § 406, July 30, 2002, 116 
Stat. 789.) 

§ 7265. Disclosure of audit committee financial 
expert 

(a) Rules defining ‘‘financial expert’’ 

The Commission shall issue rules, as necessary 
or appropriate in the public interest and consist-
ent with the protection of investors, to require 

each issuer, together with periodic reports re-
quired pursuant to sections 78m(a) and 78o(d) of 
this title, to disclose whether or not, and if not, 
the reasons therefor, the audit committee of 
that issuer is comprised of at least 1 member 
who is a financial expert, as such term is defined 
by the Commission. 

(b) Considerations 

In defining the term ‘‘financial expert’’ for 
purposes of subsection (a) of this section, the 
Commission shall consider whether a person 
has, through education and experience as a pub-
lic accountant or auditor or a principal financial 
officer, comptroller, or principal accounting of-
ficer of an issuer, or from a position involving 
the performance of similar functions— 

(1) an understanding of generally accepted 
accounting principles and financial state-
ments; 

(2) experience in— 
(A) the preparation or auditing of financial 

statements of generally comparable issuers; 
and 

(B) the application of such principles in 
connection with the accounting for esti-
mates, accruals, and reserves; 

(3) experience with internal accounting con-
trols; and 

(4) an understanding of audit committee 
functions. 

(c) Deadline for rulemaking 

The Commission shall— 
(1) propose rules to implement this section, 

not later than 90 days after July 30, 2002; and 
(2) issue final rules to implement this sec-

tion, not later than 180 days after July 30, 2002. 

(Pub. L. 107–204, title IV, § 407, July 30, 2002, 116 
Stat. 790.) 

§ 7266. Enhanced review of periodic disclosures 
by issuers 

(a) Regular and systematic review 

The Commission shall review disclosures made 
by issuers reporting under section 78m(a) of this 
title (including reports filed on Form 10–K), and 
which have a class of securities listed on a na-
tional securities exchange or traded on an auto-
mated quotation facility of a national securities 
association, on a regular and systematic basis 
for the protection of investors. Such review 
shall include a review of an issuer’s financial 
statement. 

(b) Review criteria 

For purposes of scheduling the reviews re-
quired by subsection (a) of this section, the 
Commission shall consider, among other fac-
tors— 

(1) issuers that have issued material restate-
ments of financial results; 

(2) issuers that experience significant vola-
tility in their stock price as compared to 
other issuers; 

(3) issuers with the largest market capital-
ization; 

(4) emerging companies with disparities in 
price to earning ratios; 

(5) issuers whose operations significantly af-
fect any material sector of the economy; and 
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(6) any other factors that the Commission 
may consider relevant. 

(c) Minimum review period 

In no event shall an issuer required to file re-
ports under section 78m(a) or 78o(d) of this title 
be reviewed under this section less frequently 
than once every 3 years. 

(Pub. L. 107–204, title IV, § 408, July 30, 2002, 116 
Stat. 790.) 

CHAPTER 99—NATIONAL CONSTRUCTION 
SAFETY TEAM 

Sec. 

7301. National Construction Safety Teams. 
7302. Composition of Teams. 
7303. Authorities. 
7304. Briefings, hearings, witnesses, and subpoenas. 
7305. Additional powers. 
7306. Disclosure of information. 
7307. National Construction Safety Team report. 
7308. National Institute of Standards and Tech-

nology actions. 
7309. National Institute of Standards and Tech-

nology annual report. 
7310. Advisory committee. 
7311. Additional applicability. 
7312. Construction. 
7313. Authorization of appropriations. 

§ 7301. National Construction Safety Teams 

(a) Establishment 

The Director of the National Institute of 
Standards and Technology (in this chapter re-
ferred to as the ‘‘Director’’) is authorized to es-
tablish National Construction Safety Teams (in 
this chapter referred to as a ‘‘Team’’) for deploy-
ment after events causing the failure of a build-
ing or buildings that has resulted in substantial 
loss of life or that posed significant potential for 
substantial loss of life. To the maximum extent 
practicable, the Director shall establish and de-
ploy a Team within 48 hours after such an event. 
The Director shall promptly publish in the Fed-
eral Register notice of the establishment of each 
Team. 

(b) Purpose of investigation; duties 

(1) Purpose 

The purpose of investigations by Teams is to 
improve the safety and structural integrity of 
buildings in the United States. 

(2) Duties 

A Team shall— 
(A) establish the likely technical cause or 

causes of the building failure; 
(B) evaluate the technical aspects of evac-

uation and emergency response procedures; 
(C) recommend, as necessary, specific im-

provements to building standards, codes, and 
practices based on the findings made pursu-
ant to subparagraphs (A) and (B); and 

(D) recommend any research and other ap-
propriate actions needed to improve the 
structural safety of buildings, and improve 
evacuation and emergency response proce-
dures, based on the findings of the investiga-
tion. 

(c) Procedures 

(1) Development 

Not later than 3 months after October 1, 
2002, the Director, in consultation with the 

United States Fire Administration and other 
appropriate Federal agencies, shall develop 
procedures for the establishment and deploy-
ment of Teams. The Director shall update 
such procedures as appropriate. Such proce-
dures shall include provisions— 

(A) regarding conflicts of interest related 
to service on the Team; 

(B) defining the circumstances under 
which the Director will establish and deploy 
a Team; 

(C) prescribing the appropriate size of 
Teams; 

(D) guiding the disclosure of information 
under section 7306 of this title; 

(E) guiding the conduct of investigations 
under this chapter, including procedures for 
providing written notice of inspection au-
thority under section 7303(a) of this title and 
for ensuring compliance with any other ap-
plicable law; 

(F) identifying and prescribing appropriate 
conditions for the provision by the Director 
of additional resources and services Teams 
may need; 

(G) to ensure that investigations under 
this chapter do not impede and are coordi-
nated with any search and rescue efforts 
being undertaken at the site of the building 
failure; 

(H) for regular briefings of the public on 
the status of the investigative proceedings 
and findings; 

(I) guiding the Teams in moving and pre-
serving evidence as described in section 
7303(a)(4), (b)(2), and (d)(4) of this title; 

(J) providing for coordination with Fed-
eral, State, and local entities that may 
sponsor research or investigations of build-
ing failures, including research conducted 
under the Earthquake Hazards Reduction 
Act of 1977 [42 U.S.C. 7701 et seq.]; and 

(K) regarding such other issues as the Di-
rector considers appropriate. 

(2) Publication 

The Director shall publish promptly in the 
Federal Register final procedures, and subse-
quent updates thereof, developed under para-
graph (1). 

(Pub. L. 107–231, § 2, Oct. 1, 2002, 116 Stat. 1471; 
Pub. L. 107–305, § 15, Nov. 27, 2002, 116 Stat. 2381.) 

REFERENCES IN TEXT 

This chapter, referred to in subsecs. (a) and (c)(1)(E), 

(G), was in the original ‘‘this Act’’, meaning Pub. L. 

107–231, Oct. 1, 2002, 116 Stat. 1471, as amended, which is 

classified generally to this chapter. For complete clas-

sification of this Act to the Code, see Short Title note 

below and Tables. 
The Earthquake Hazards Reduction Act of 1977, re-

ferred to subsec. (c)(1)(J), is Pub. L. 95–124, Oct. 7, 1977, 

91 Stat. 1098, as amended, which is classified generally 

to chapter 86 (§ 7701 et seq.) of Title 42, The Public 

Health and Welfare. For complete classification of this 

Act to the Code, see Short Title note set out under sec-

tion 7701 of Title 42 and Tables. 

AMENDMENTS 

2002—Subsec. (c)(1)(D). Pub. L. 107–305, which directed 

the substitution of ‘‘section 7306 of this title;’’ for ‘‘sec-

tion 7307 of this title;’’ in subsec. (c)(1)(d), was executed 

to subsec. (c)(1)(D), to reflect the probable intent of 

Congress. 
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