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The Sarbanes-Oxley Act of 2002 (the “Act”) was signed into
law by President Bush on July 30, 2002. The Act is a landmark
piece of legislation that will change the way public companies do
business and how the accounting profession performs its audit
functions. The following highlights certain portions of the Act that
should be of immediate interest to public companies. This Alert is
not intended to be a legal memorandum, but rather a plain English
overview of only certain important aspects of the Act. 

In addition to other important provisions, the Act requires the
following:

1. Pre-approval by a public company’s audit committee of all
auditing and non-auditing services to be performed by public
accounting firms (Sections 201 and 202); 

2. Audit committees members cannot receive consulting fees or
otherwise be affiliated with the public company other than
being on the board or a board committee.  Audit committees
must also have in place procedures to receive and address
complaints regarding accounting, internal control, or auditing
issues (Section 301); 

3. The Act imposes ongoing CEO/CFO certification of financial
reports requirements and criminal penalties for knowing or
willful violations (Sections 302 and 906).  In addition, compa-
nies must maintain adequate disclosure controls and proce-
dures addressing the quality and timeliness of disclosures.  The
SEC recommends that each company establish a "disclosure
committee" and certain other controls to ensure adequate and
timely disclosure. In addition, the CEO/CFO must certify that:
they have evaluated the effectiveness of the company's disclo-
sure controls and procedures as of a date within 90 days prior
to the filing date of the applicable quarterly or annual report;
they have presented in the applicable quarterly or annual
report their conclusions about the effectiveness of the disclo-
sure controls and procedures based on such evaluation; and
they have disclosed, based on such evaluation, to the compa-
ny's auditors and the audit committee of company's board of
directors (or persons performing the equivalent function) all
significant deficiencies in the design or operation of internal
controls which could adversely affect the company's ability to
record, process, summarize and report financial data and have
identified for the registrant's auditors any material weaknesses
in internal controls. 

4. Directors and executive officers are banned from trading in
equity securities of the issuer during a blackout period when at
least half of the issuer’s IRA plan participants are not permit-
ted to sell their interests (Section 306); 

5. Reporting of any material maladjustment under GAAP in
annual and quarterly financial statements.  The SEC is
required to issue final rules implementing this requirement by
January 26, 2003 (Section 401);

6. Loans by the company to directors and executive offices are
barred (this does not apply retroactively) (Section 402); 

7. Immediate (within two business days) disclosure of any trades
by officers, directors, and 10% shareholders, effective August
30, 2002 (Section 403); 

8. Annual reports filed with the SEC must be accompanied by a
statement by company management that management is
responsible for creating and maintaining adequate internal
controls (Section 404); 

9. Companies must disclose whether or not they have adopted a
code of ethics for senior financial officers, and if not, why not.
There is also required immediate disclosure of any change or
waiver in the company’s code of ethics (Section 406); 

10. Section 407 requires the SEC to adopt rules requiring compa-
nies to disclose whether their audit committees include among
their members at least one financial expert. 

Adams and Reese, LLP has prepared a Sarbanes-Oxley Act
Compliance Binder containing necessary information and practi-
cal compliance suggestions that we could make available to you at
your request. 

Adams and Reese, LLP offers federal and state representation and
advice to public and private clients throughout the country, including
representing clients in public and private offerings of securities; repre-
sentation of public companies before the Securities and Exchange
Commission; acquisitions and dispositions of business entities, assets,
and divisions; negotiation of complex credit facilities and commercial
and technology agreements; and public and private offerings of taxable
and tax-exempt bonds and other debt instruments.

Sarbanes-Oxley Act of 2002: Are You Ready?
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