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SARBANES-OXLEY COMPLIANCE
Compliance Requirements for Employee Submission Procedures for Audit Committees 
Background –  U.S.A. The Sarbanes-Oxley Act 2002
The USA Congress passed the Sarbanes-Oxley Act in July 2002 in response to a flurry of corporate scandals involving the issuance of misleading financial statements by publicly traded companies. The Act seeks to prevent future cases by promoting an ethical and legal corporate culture and ensuring that issues are surfaced early and resolved effectively. One way it does this is by requiring publicly traded companies to implement procedures for employees to submit accounting concerns to the audit committee. It also imposes new whistleblower protection. The Act also gives the SEC and Exchanges responsibility to provide more detailed requirements. The SEC requires maintaining open and effective channels of communication with the audit committee and the use of codes of business conduct. 

The Complaint Procedure Requirement 
Sarbanes-Oxley requires publicly-held companies to institute an employee submission procedure for employees to convey concerns about accounting improprieties to their company’s audit committee. The procedure must give employees the option to submit their concerns anonymously and confidentially. Also, the procedure must receive, retain and manage the resolution of these complaints. 
Compliance Due Dates 

Most companies must comply with the law by their first shareholder meeting after January 15, 2004 and originally no later than October 31, 2004. This date has been extended to 15 November 2004. Small businesses and foreign businesses have until July 31, 2005. 

Penalty for Non-Compliance 

Companies that do not have the required procedures in place by the deadline are subject to being de-listed by their stock exchange. 

Cultivating Open Communication with the Audit Committee 

The SEC indicates, “It is imperative that the committee cultivate open and effective channels of communication. Management may not have the appropriate incentives to self-report all questionable practices. A company employee … may be reticent to report concerns regarding questionable accounting or other matters for fear of management reprisal.” 
SEC Final Rule 33-8220. 

Whistleblower Protections 

Companies that retaliate against whistle blowing employees are now subject to significant penalties, including up to 10 years in jail. Section 806 gives employees a right to file a charge with the U.S. Department of Labor and ultimately sue if not satisfied by the outcome. Section 1107 provides for criminal penalties, including up to 10 years in prison, for retaliation. 
Code of Conduct 

The SEC and Exchanges require companies to adopt and disclose codes of conduct and to disclose any waivers of the code by directors or officers, to help companies to promote an ethical and legal corporate environment. Companies must comply with the requirements in their annual reports for fiscal years ending on or after July 15, 2003. 

AUDIT COMMITTEE COMPLIANCE
Resource List 
Employee Submission Procedures 
Press Release – SEC Requires Exchange Listing Standards for Audit Committees 
The new rules and amendments implement the requirements of Section 10A (m)(1) of the Securities Exchange Act of 1934, as added by Section 301 of the Sarbanes-Oxley Act of 2002. 

http://www.sec.gov/news/press/2003-43.htm 
Final SEC Rule – Standards Relating to Listed Company Audit Committees 
http://www.sec.gov/rules/final/33-8220.htm 
Whistleblower Provisions 
Whistleblower Protection, Section 806, Sarbanes-Oxley Act 
Government Accountability Project, 1612 K Street, N.W., Suite 400, Washington, DC 20006 

http://www.whistleblower.org/article.php?did=183&scid=110
Code of Business Conduct 
Final SEC Rule – Disclosure Required by Section 406 of the Sarbanes-Oxley Act of 2002 
Jan. 23, 2003. Final Rule on Code of Conduct Requirement. Companies must comply with the code of ethics disclosure requirements in their annual reports for fiscal years ending on or after July 15, 2003. 
http://www.sec.gov/rules/final/33-8177.htm
Disclosure Required by Sections 406 and 407 of the Sarbanes-Oxley Act of 2002 
March 26, 2003. Technical corrections to the Final Rule on Code of Conduct Requirement 

http://www.sec.gov/rules/final/33-8177a.htm
Stock Exchange Requirements 
NYSE Corporate Governance Proposals 
www.nyse.com/pdfs/amend1-04-09-03.pdf
NASDAQ Corporate Governance Proposals 
http://www.nasdaq.com/about/Web_Corp_Gov_Summary%20Feb-revised.pdf
AMEX Corporate Governance Proposals 
www.amex.com
Sarbanes-Oxley Act of 2002 
Sarbanes-Oxley Act of 2002
http://news.findlaw.com/hdocs/docs/gwbush/sarbanesoxley072302.pdf 
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