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prescribe as necessary and appropriate in the 
public interest or for the protection of investors, 
for any officer or director of an issuer, or any 
other person acting under the direction thereof, 
to take any action to fraudulently influence, co-
erce, manipulate, or mislead any independent 
public or certified accountant engaged in the 
performance of an audit of the financial state-
ments of that issuer for the purpose of rendering 
such financial statements materially mislead-
ing. 

(b) Enforcement 

In any civil proceeding, the Commission shall 
have exclusive authority to enforce this section 
and any rule or regulation issued under this sec-
tion. 

(c) No preemption of other law 

The provisions of subsection (a) shall be in ad-
dition to, and shall not supersede or preempt, 
any other provision of law or any rule or regula-
tion issued thereunder. 

(d) Deadline for rulemaking 

The Commission shall— 
(1) propose the rules or regulations required 

by this section, not later than 90 days after 
July 30, 2002; and 

(2) issue final rules or regulations required 
by this section, not later than 270 days after 
July 30, 2002. 

(Pub. L. 107–204, title III, § 303, July 30, 2002, 116 
Stat. 778.) 

§ 7243. Forfeiture of certain bonuses and profits 

(a) Additional compensation prior to noncompli-
ance with Commission financial reporting re-
quirements 

If an issuer is required to prepare an account-
ing restatement due to the material noncompli-
ance of the issuer, as a result of misconduct, 
with any financial reporting requirement under 
the securities laws, the chief executive officer 
and chief financial officer of the issuer shall re-
imburse the issuer for— 

(1) any bonus or other incentive-based or eq-
uity-based compensation received by that per-
son from the issuer during the 12-month period 
following the first public issuance or filing 
with the Commission (whichever first occurs) 
of the financial document embodying such fi-
nancial reporting requirement; and 

(2) any profits realized from the sale of secu-
rities of the issuer during that 12-month pe-
riod. 

(b) Commission exemption authority 

The Commission may exempt any person from 
the application of subsection (a), as it deems 
necessary and appropriate. 

(Pub. L. 107–204, title III, § 304, July 30, 2002, 116 
Stat. 778.) 

§ 7244. Insider trades during pension fund black-
out periods 

(a) Prohibition of insider trading during pension 
fund blackout periods 

(1) In general 

Except to the extent otherwise provided by 
rule of the Commission pursuant to paragraph 

(3), it shall be unlawful for any director or ex-
ecutive officer of an issuer of any equity secu-
rity (other than an exempted security), di-
rectly or indirectly, to purchase, sell, or 
otherwise acquire or transfer any equity secu-
rity of the issuer (other than an exempted se-
curity) during any blackout period with re-
spect to such equity security if such director 
or officer acquires such equity security in con-
nection with his or her service or employment 
as a director or executive officer. 

(2) Remedy 

(A) In general 

Any profit realized by a director or execu-
tive officer referred to in paragraph (1) from 
any purchase, sale, or other acquisition or 
transfer in violation of this subsection shall 
inure to and be recoverable by the issuer, ir-
respective of any intention on the part of 
such director or executive officer in entering 
into the transaction. 

(B) Actions to recover profits 

An action to recover profits in accordance 
with this subsection may be instituted at 
law or in equity in any court of competent 
jurisdiction by the issuer, or by the owner of 
any security of the issuer in the name and in 
behalf of the issuer if the issuer fails or re-
fuses to bring such action within 60 days 
after the date of request, or fails diligently 
to prosecute the action thereafter, except 
that no such suit shall be brought more than 
2 years after the date on which such profit 
was realized. 

(3) Rulemaking authorized 

The Commission shall, in consultation with 
the Secretary of Labor, issue rules to clarify 
the application of this subsection and to pre-
vent evasion thereof. Such rules shall provide 
for the application of the requirements of 
paragraph (1) with respect to entities treated 
as a single employer with respect to an issuer 
under section 414(b), (c), (m), or (o) of title 26 
to the extent necessary to clarify the applica-
tion of such requirements and to prevent eva-
sion thereof. Such rules may also provide for 
appropriate exceptions from the requirements 
of this subsection, including exceptions for 
purchases pursuant to an automatic dividend 
reinvestment program or purchases or sales 
made pursuant to an advance election. 

(4) Blackout period 

For purposes of this subsection, the term 
‘‘blackout period’’, with respect to the equity 
securities of any issuer— 

(A) means any period of more than 3 con-
secutive business days during which the 
ability of not fewer than 50 percent of the 
participants or beneficiaries under all indi-
vidual account plans maintained by the is-
suer to purchase, sell, or otherwise acquire 
or transfer an interest in any equity of such 
issuer held in such an individual account 
plan is temporarily suspended by the issuer 
or by a fiduciary of the plan; and 

(B) does not include, under regulations 
which shall be prescribed by the Commis-
sion— 
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