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COMPANIES CORRESPONDENT

SINGAPORE accountants may join a growing chorus in Asia and Europe in lobbying the American authorities to exempt foreign companies listed in the United States from tough new laws against corporate wrongdoing.

Worried regulators and lawmakers in Europe and Japan are arguing that the new provisions - signed into law by President George W. Bush on July 30 - overstep US lawmakers' jurisdiction.

They are alarmed that if these laws are also applied to foreign issuers, then company officials found to have breached the US laws could face up to 20 years in jail.

In Singapore, Dr Ernest Kan, vice-president of the Institute of Certified Public Accountants of Singapore council, told The Straits Times: 'We are studying how these rules affect Singapore companies and to see what action we will take.'

Homegrown companies that could be affected by the new US laws include chipmaker Chartered Semiconductor Manufacturing as well as ST Assembly & Test Services.

A spokesman for Pacific Internet, also listed on Nasdaq, said: 'We are monitoring developments closely and expect to see more clarification of the rules by the Securities and Exchange Commission (SEC) later this month.'

Among the onerous requirements of the Sarbanes-Oxley Act: A company's chief executive and chief financial officer must certify that the information in the annual report fairly presents the 'financial condition and results of operations of the issuer'.

Criminal penalties for false certifications could include fines of up to US$5 million (S$8.8 million) and/or prison terms of up to 20 years.

This certification is over and above the earlier one-off certifications from 947 large US companies required by the SEC by tomorrow. Foreign firms were exempted.

But this time round, the Sarbanes-Oxley Act 'contains no explicit exemption for foreign private issuers', according to a note to clients sent out by US law firm Shearman & Sterling.

While the certification requirement is effective immediately, other parts of the Act require the SEC to adopt certain rules. 'It is not yet known whether the SEC will grant any exemptions for foreign private issuers,' it added.

In Germany, corporations have protested that applying the US law is infringing German corporate law.

According to The Financial Times, Mr Ludolf von Wartenberg, executive director of the Federation of German Industries, said: 'If it transpires that the application of the rules to German companies cannot be avoided, the European Commission must react with legal action.'

Japanese accountants are up in arms as the SEC will get new authority over non-US audit firms.

For example, the SEC now has to appoint a five-member team to the Public Company Accounting Oversight Board. The board will oversee procedures and policies of auditing firms conducting audits of companies that come under the SEC rules.

Mr Akio Okuyama, president of the Japanese Institute of Certified Public Accountants, has also protested to his US counterpart, according to The Asian Wall Street Journal.

When contacted, a Singapore Ministry of Finance spokesman said: 'Companies that are listed in the US have always been required to comply with the US SEC's rules and regulations, because they are raising capital from the US market.'

He added that 'this does not conflict with our company law, which applies to all Singapore-incorporated companies'.

The new requirements may hold back foreign companies from listing in the US.

Mr Michael Sturrock, partner at law firm Latham & Watkins, said: 'It is going to put more of a burden on all issuers, including foreign issuers. It is likely to incrementally raise the costs both of an initial listing and for a continuing listing.'
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