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SEC Focuses on Holding Gatekeepers Accountable
Mary Jo White became Chair of the Securities and Exchange Commission (SEC) in April 2013. Chair
White and her staff emphasize the agency’s focus on holding gatekeepers accountable for the
important roles they play in financial markets and the tools at their disposal to do so. Chair White
announced, “Gatekeepers that fail to comply with professional standards put investors at risk due
to the possibility of undetected fraud or other financial misstatements.”1
Further stressing the agency’s position, in September 2013 during her speech to the Council of
Institutional Investors in Chicago Chair White expressed, "Individuals tempted to commit
wrongdoing must understand that they risk it all if they do not play by the rules. When people
fear for their own reputations, careers or pocketbooks, they tend to stay in line."2
The focus shifts to the individuals serving in the role of gatekeeper rather than the companies
they represent. The message was reiterated in early December 2015, in Chair White’s keynote
address at the 2015 AICPA National Conference. Gatekeepers as her audience, she stated the
responsibilities financial statement preparers, auditors, audit committees, standard setters and
regulators have when she said, “If there is even one weak link in the financial reporting chain,
investors and the integrity of our markets suffer.” In the same keynote address, Chair White cited
recent enforcement actions against 57 individuals and 19 firms including national audit firms and
an audit committee chair. You can find the full text of her speech here.
The Department of Justice (DOJ) supports the SEC’s focus on individual wrongdoing. Sally Quillian
Yates, Deputy Attorney General in her recently issued Yates Memo, outlined “six key steps” to
strengthen federal prosecutors’ and investigators’ pursuit of individual corporate wrongdoing.3
Six Key Steps Summarized:
1.
To be eligible for any cooperation credit, corporations must provide to the DOJ all
relevant facts about the individuals involved in corporate misconduct.
2.
Both criminal and civil corporate investigations should focus on individuals from the
inception of the investigation.
3.
Criminal and civil attorneys handling corporate investigations should be in routine
communication with one another.
4.
Absent extraordinary circumstances, no corporate resolution will provide protection
from criminal or civil liability for any individuals.
5.
Corporate cases should not be resolved without a clear plan to resolve related
individual cases before the statute of limitations expires, and declinations as to
individuals in such cases must be memorialized.
6.
Civil attorneys should consistently focus on individuals as well as the company and
evaluate whether to bring suit against an individual based on considerations beyond
that individual's ability to pay.
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Chair White stated, in what has become known as the “Broken Window Policy”, that it is
important to pursue even the smallest infractions. With the DOJ and SEC aligned and no
infraction too small, it is likely we will continue to see individuals and gatekeepers in the
crosshairs of the DOJ and SEC, as well as an increase in enforcement trends against them.
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