
Recordkeeping and Internal Controls Provisions 

Section 13(b) of the Securities Exchange Act of 1934 

[15 U.S.C. §78m] 

 

§ 13. Periodical and Other Reports 

 
***** 

(b) Form of Report; Books, Records, and Internal Accounting; Directives 

 
***** 
 
(2) Every issuer which has a class of securities registered pursuant to section 78l of this title and every issuer 
which is required to file reports pursuant to section 78o(d) of this title shall— 
 

(A) make and keep books, records, and accounts, which, in reasonable detail, accurately and fairly 
reflect the transactions and dispositions of the assets of the issuer; 

 
(B) devise and maintain a system of internal accounting controls sufficient to provide reasonable 
assurances that— 
 

(i) transactions are executed in accordance with management's general or specific 
authorization; 
 
(ii) transactions are recorded as necessary (I) to permit preparation of financial statements in 
conformity with generally accepted accounting principles or any other criteria applicable to such 
statements, and (II) to maintain accountability for assets; 
 
(iii) access to assets is permitted only in accordance with management's general or specific 
authorization; and 
 
(iv) the recorded accountability for assets is compared with the existing assets at reasonable 
intervals and appropriate action is taken with respect to any differences; and 

 
(C) notwithstanding any other provision of law, pay the allocable share of such issuer of a reasonable 
annual accounting support fee or fees, determined in accordance with section 7219 of this title. 

 
**** 
 
(5) No person shall knowingly circumvent or knowingly fail to implement a system of internal accounting 
controls or knowingly falsify any book, record, or account described in paragraph (2). 
 
(6) Where an issuer which has a class of securities registered pursuant to section 78l of this title or an issuer 
which is required to file reports pursuant to section 78o(d) of this title holds 50 per centum or less of the voting 
power with respect to a domestic or foreign firm, the provisions of paragraph (2) require only that the issuer 
proceed in good faith to use its influence, to the extent reasonable under the issuer's circumstances, to cause 
such domestic or foreign firm to devise and maintain a system of internal accounting controls consistent with 
paragraph (2). Such circumstances include the relative degree of the issuer's ownership of the domestic or 
foreign firm and the laws and practices governing the business operations of the country in which such firm is 



located. An issuer which demonstrates good faith efforts to use such influence shall be conclusively presumed 
to have complied with the requirements of paragraph (2). 
 
(7) For the purpose of paragraph (2) of this subsection, the terms “reasonable assurances” and “reasonable 
detail” mean such level of detail and degree of assurance as would satisfy prudent officials in the conduct of 
their own affairs. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



SEC Rules Relating to Recordkeeping 

17 CFR §§ 240.13b2-1 and 13b2-2 

§ 240.13b2-1   Falsification of accounting records. 

No person shall directly or indirectly, falsify or cause to be falsified, any book, record or account subject to section 
13(b)(2)(A) of the Securities Exchange Act. 

(15 U.S.C. 78m(b)(2); 15 U.S.C. 78m(a), 78m(b)(1), 78o(d), 78j(b), 78n(a), 78t(b), 78t(c)) 

[44 FR 10970, Feb. 23, 1979] 

§ 240.13b2-2   Representations and conduct in connection with the preparation of required reports and 
documents. 

(a) No director or officer of an issuer shall, directly or indirectly: 

(1) Make or cause to be made a materially false or misleading statement to an accountant in connection 
with; or 

(2) Omit to state, or cause another person to omit to state, any material fact necessary in order to make 
statements made, in light of the circumstances under which such statements were made, not misleading, to 
an accountant in connection with: 

(i) Any audit, review or examination of the financial statements of the issuer required to be made 
pursuant to this subpart; or 

(ii) The preparation or filing of any document or report required to be filed with the Commission 
pursuant to this subpart or otherwise. 

(b)(1) No officer or director of an issuer, or any other person acting under the direction thereof, shall directly or 
indirectly take any action to coerce, manipulate, mislead, or fraudulently influence any independent public or 
certified public accountant engaged in the performance of an audit or review of the financial statements of that 
issuer that are required to be filed with the Commission pursuant to this subpart or otherwise if that person knew 
or should have known that such action, if successful, could result in rendering the issuer's financial statements 
materially misleading. 

(2) For purposes of paragraphs (b)(1) and (c)(2) of this section, actions that, “if successful, could result in 
rendering the issuer's financial statements materially misleading” include, but are not limited to, actions 
taken at any time with respect to the professional engagement period to coerce, manipulate, mislead, or 
fraudulently influence an auditor: 

(i) To issue or reissue a report on an issuer's financial statements that is not warranted in the 
circumstances (due to material violations of generally accepted accounting principles, generally 
accepted auditing standards, or other professional or regulatory standards); 

(ii) Not to perform audit, review or other procedures required by generally accepted auditing 
standards or other professional standards; 



(iii) Not to withdraw an issued report; or 

(iv) Not to communicate matters to an issuer's audit committee. 

(c) In addition, in the case of an investment company registered under section 8 of the Investment Company Act of 
1940 (15 U.S.C. 80a–8), or a business development company as defined in section 2(a)(48) of the Investment 
Company Act of 1940 (15 U.S.C. 80a–2(a)(48)), no officer or director of the company's investment adviser, sponsor, 
depositor, trustee, or administrator (or, in the case of paragraph (c)(2) of this section, any other person acting 
under the direction thereof) shall, directly or indirectly: 

(1)(i) Make or cause to be made a materially false or misleading statement to an accountant in connection 
with; or 

(ii) Omit to state, or cause another person to omit to state, any material fact necessary in order to 
make statements made, in light of the circumstances under which such statements were made, not 
misleading to an accountant in connection with: 

(A) Any audit, review, or examination of the financial statements of the investment company 
required to be made pursuant to this subpart; or 

(B) The preparation or filing of any document or report required to be filed with the 
Commission pursuant to this subpart or otherwise; or 

(2) Take any action to coerce, manipulate, mislead, or fraudulently influence any independent public or 
certified public accountant engaged in the performance of an audit or review of the financial statements of 
that investment company that are required to be filed with the Commission pursuant to this subpart or 
otherwise if that person knew or should have known that such action, if successful, could result in rendering 
the investment company's financial statements materially misleading. 

[68 FR 31830, May 28, 2003] 
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