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began requiring companies to provide
segregated data to investors in 2010, the

Division’s investigation of a company is not
necessarily a guarantor of an investigation

that could lead to charges. In certain
circumstances, it may be in a company’s
best interest to have the Division test the

company’s internal controls and self-
monitoring system. In other cases, a

company may wish to have the Division
look only at a discrete incident that could

reflect poorly on the company, yet the
company may have no way to influence the

outcome of the investigation. One of the
underlying questions is whether such an

investigation is worth the potential harm to
the company. Isolated incidents do not

necessarily reflect poorly on a company’s
integrity, and the investigations are

conducted discreetly in order to protect the
company’s reputation. As a result, in an

analytical review of the Division’s
investigations for 2008 to 2012, the
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"Primary Focus" of the investigation was
not necessarily indicative of a company's

risk, accounting or internal control
infractions. On the other hand, the

"Primary Focus" of a company’s
investigation can provide a tell-tale sign of

the company's risk and need to be
proactive in establishing its system of

internal control and self-monitoring. The
graph above demonstrates the rising

incidence of Securities Act investigations
by the Division. While the data focus on the
SEC itself, the trend shows the increase in
the volume of investigations and charges

and the shift to a more systematic
approach. Specifically, the graph

demonstrates the number of investigations
of publicly traded companies by the

Division and the charges made by the SEC
itself 6d1f23a050
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