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the basis on which the sanction was im-
posed. 

(d) Censure of the Board; other sanctions 

(1) Rescission of Board authority 

The Commission, by rule, consistent with 
the public interest, the protection of inves-
tors, and the other purposes of this Act and 
the securities laws, may relieve the Board of 
any responsibility to enforce compliance with 
any provision of this Act, the securities laws, 
the rules of the Board, or professional stand-
ards. 

(2) Censure of the Board; limitations 

The Commission may, by order, as it deter-
mines necessary or appropriate in the public 
interest, for the protection of investors, or 
otherwise in furtherance of the purposes of 
this Act or the securities laws, censure or im-
pose limitations upon the activities, func-
tions, and operations of the Board, if the Com-
mission finds, on the record, after notice and 
opportunity for a hearing, that the Board— 

(A) has violated or is unable to comply 
with any provision of this Act, the rules of 
the Board, or the securities laws; or 

(B) without reasonable justification or ex-
cuse, has failed to enforce compliance with 
any such provision or rule, or any profes-
sional standard by a registered public ac-
counting firm or an associated person there-
of. 

(3) Censure of Board members; removal from 
office 

The Commission may, as necessary or appro-
priate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of this Act or the securities laws, re-
move from office or censure any person who is, 
or at the time of the alleged misconduct was, 
a member of the Board, if the Commission 
finds, on the record, after notice and oppor-
tunity for a hearing, that such member— 

(A) has willfully violated any provision of 
this Act, the rules of the Board, or the secu-
rities laws; 

(B) has willfully abused the authority of 
that member; or 

(C) without reasonable justification or ex-
cuse, has failed to enforce compliance with 
any such provision or rule, or any profes-
sional standard by any registered public ac-
counting firm or any associated person 
thereof. 

(Pub. L. 107–204, title I, § 107, July 30, 2002, 116 
Stat. 765; Pub. L. 111–203, title IX, § 929F(i), July 
21, 2010, 124 Stat. 1855.) 

REFERENCES IN TEXT 

This Act and the Sarbanes-Oxley Act of 2002, referred 

to in text, are Pub. L. 107–204, July 30, 2002, 116 Stat. 

745. Title I of the Act is classified generally to this sub-

chapter. For complete classification of this Act to the 

Code, see Tables. 

CONSTITUTIONALITY 

For information regarding constitutionality of cer-

tain provisions of section 107 of Pub. L. 107–204, see Con-

gressional Research Service, The Constitution of the 

United States of America: Analysis and Interpretation, 

Appendix 1, Acts of Congress Held Unconstitutional in 

Whole or in Part by the Supreme Court of the United 

States. 

AMENDMENTS 

2010—Subsec. (d)(3). Pub. L. 111–203 substituted ‘‘any 

person who is, or at the time of the alleged misconduct 

was, a member’’ for ‘‘any member’’ in introductory pro-

visions. 

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. 

§ 7218. Accounting standards 

(a) Omitted 

(b) Commission authority 

The Commission shall promulgate such rules 
and regulations to carry out section 77s(b) of 
this title as it deems necessary or appropriate in 
the public interest or for the protection of inves-
tors. 

(c) No effect on Commission powers 

Nothing in this Act, including this section and 
the amendment made by this section, shall be 
construed to impair or limit the authority of 
the Commission to establish accounting prin-
ciples or standards for purposes of enforcement 
of the securities laws. 

(d) Study and report on adopting principles- 
based accounting 

(1) Study 

(A) In general 

The Commission shall conduct a study on 
the adoption by the United States financial 
reporting system of a principles-based ac-
counting system. 

(B) Study topics 

The study required by subparagraph (A) 
shall include an examination of— 

(i) the extent to which principles-based 
accounting and financial reporting exists 
in the United States; 

(ii) the length of time required for 
change from a rules-based to a principles- 
based financial reporting system; 

(iii) the feasibility of and proposed meth-
ods by which a principles-based system 
may be implemented; and 

(iv) a thorough economic analysis of the 
implementation of a principles-based sys-
tem. 

(2) Report 

Not later than 1 year after July 30, 2002, the 
Commission shall submit a report on the re-
sults of the study required by paragraph (1) to 
the Committee on Banking, Housing, and 
Urban Affairs of the Senate and the Commit-
tee on Financial Services of the House of Rep-
resentatives. 

(Pub. L. 107–204, title I, § 108, July 30, 2002, 116 
Stat. 768.) 

REFERENCES IN TEXT 

This Act, referred to in subsec. (c), is Pub. L. 107–204, 

July 30, 2002, 116 Stat. 745, known as the Sarbanes- 
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Oxley Act of 2002. For complete classification of this 

Act to the Code, see Tables. 

CODIFICATION 

Section is comprised of section 108 of Pub. L. 107–204. 

Subsec. (a) of section 108 of Pub. L. 107–204 amended 

section 77s of this title. 

§ 7219. Funding 

(a) In general 

The Board, and the standard setting body des-
ignated pursuant to section 77s(b) of this title, 
shall be funded as provided in this section. 

(b) Annual budgets 

The Board and the standard setting body re-
ferred to in subsection (a) of this section shall 
each establish a budget for each fiscal year, 
which shall be reviewed and approved according 
to their respective internal procedures not less 
than 1 month prior to the commencement of the 
fiscal year to which the budget pertains (or at 
the beginning of the Board’s first fiscal year, 
which may be a short fiscal year). The budget of 
the Board shall be subject to approval by the 
Commission. The budget for the first fiscal year 
of the Board shall be prepared and approved 
promptly following the appointment of the ini-
tial five Board members, to permit action by the 
Board of the organizational tasks contemplated 
by section 7211(d) of this title. 

(c) Sources and uses of funds 

(1) Recoverable budget expenses 

The budget of the Board (reduced by any reg-
istration or annual fees received under section 
7212(e) of this title for the year preceding the 
year for which the budget is being computed), 
and all of the budget of the standard setting 
body referred to in subsection (a) of this sec-
tion, for each fiscal year of each of those 2 en-
tities, shall be payable from annual account-
ing support fees, in accordance with sub-
sections (d) and (e) of this section. Accounting 
support fees and other receipts of the Board 
and of such standard-setting body shall not be 
considered public monies of the United States. 

(2) Funds generated from the collection of 
monetary penalties 

Subject to the availability in advance in an 
appropriations Act, and notwithstanding sub-
section (j) of this section, all funds collected 
by the Board as a result of the assessment of 
monetary penalties shall be used to fund a 
merit scholarship program for undergraduate 
and graduate students enrolled in accredited 
accounting degree programs, which program is 
to be administered by the Board or by an en-
tity or agent identified by the Board. 

(d) Annual accounting support fee for the Board 

(1) Establishment of fee 

The Board shall establish, with the approval 
of the Commission, a reasonable annual ac-
counting support fee (or a formula for the 
computation thereof), as may be necessary or 
appropriate to establish and maintain the 
Board. Such fee may also cover costs incurred 
in the Board’s first fiscal year (which may be 
a short fiscal year), or may be levied sepa-
rately with respect to such short fiscal year. 

(2) Assessments 

The rules of the Board under paragraph (1) 
shall provide for the equitable allocation, as-
sessment, and collection by the Board (or an 
agent appointed by the Board) of the fee estab-
lished under paragraph (1), among issuers, in 
accordance with subsection (g) of this section, 
and among brokers and dealers, in accordance 
with subsection (h), and allowing for differen-
tiation among classes of issuers, brokers and 
dealers, as appropriate. 

(3) Brokers and dealers 

The Board shall begin the allocation, assess-
ment, and collection of fees under paragraph 
(2) with respect to brokers and dealers with 
the payment of support fees to fund the first 
full fiscal year beginning after July 21, 2010. 

(e) Annual accounting support fee for standard 
setting body 

The annual accounting support fee for the 
standard setting body referred to in subsection 
(a) of this section— 

(1) shall be allocated in accordance with sub-
section (g) of this section, and assessed and 
collected against each issuer, on behalf of the 
standard setting body, by 1 or more appro-
priate designated collection agents, as may be 
necessary or appropriate to pay for the budget 
and provide for the expenses of that standard 
setting body, and to provide for an independ-
ent, stable source of funding for such body, 
subject to review by the Commission; and 

(2) may differentiate among different classes 
of issuers. 

(f) Limitation on fee 

The amount of fees collected under this sec-
tion for a fiscal year on behalf of the Board or 
the standards setting body, as the case may be, 
shall not exceed the recoverable budget expenses 
of the Board or body, respectively (which may 
include operating, capital, and accrued items), 
referred to in subsection (c)(1) of this section. 

(g) Allocation of accounting support fees among 
issuers 

Any amount due from issuers (or a particular 
class of issuers) under this section to fund the 
budget of the Board or the standard setting body 
referred to in subsection (a) of this section shall 
be allocated among and payable by each issuer 
(or each issuer in a particular class, as applica-
ble) in an amount equal to the total of such 
amount, multiplied by a fraction— 

(1) the numerator of which is the average 
monthly equity market capitalization of the 
issuer for the 12-month period immediately 
preceding the beginning of the fiscal year to 
which such budget relates; and 

(2) the denominator of which is the average 
monthly equity market capitalization of all 
such issuers for such 12-month period. 

(h) Allocation of accounting support fees among 
brokers and dealers 

(1) Obligation to pay 

Each broker or dealer shall pay to the Board 
the annual accounting support fee allocated to 
such broker or dealer under this section. 

(2) Allocation 

Any amount due from a broker or dealer (or 
from a particular class of brokers and dealers) 
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