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Contents 
  
Subpart A_Rules and Regulations Under the Securities Exchange Act of 1934 
  
Sec. 240.10A-3  Listing standards relating to audit committees. 
 

(b) Required standards— 

(1) Independence.  

(i) Each member of the audit committee must be a member of the board of directors of the listed issuer, and 
must otherwise be independent; provided that, where a listed issuer is one of two dual holding companies, those 
companies may designate one audit committee for both companies so long as each member of the audit 
committee is a member of the board of directors of at least one of such dual holding companies. 

(ii) Independence requirements for non-investment company issuers. In order to be considered to be 
independent for purposes of this paragraph (b)(1), a member of an audit committee of a listed issuer that is not 
an investment company may not, other than in his or her capacity as a member of the audit committee, the board 
of directors, or any other board committee: 

 (A) Accept directly or indirectly any consulting, advisory, or other compensatory fee from the issuer 
or any subsidiary thereof, provided that, unless the rules of the national securities exchange or national 
securities association provide otherwise, compensatory fees do not include the receipt of fixed amounts 
of compensation under a retirement plan (including deferred compensation) for prior service with the 
listed issuer (provided that such compensation is not contingent in any way on continued service); or 

(B) Be an affiliated person of the issuer or any subsidiary thereof.     

(iii) Independence requirements for investment company issuers. In order to be considered to be independent for 
purposes of this paragraph (b)(1), a member of an audit committee of a listed issuer that is an investment 
company may not, other than in his or her capacity as a member of the audit committee, the board of directors, 
or any other board committee: 

(A) Accept directly or indirectly any consulting, advisory, or other compensatory fee from the issuer or 
any subsidiary thereof, provided that, unless the rules of the national securities exchange or national 
securities association provide otherwise, compensatory fees do not include the receipt of fixed amounts 
of compensation under a retirement plan (including deferred compensation) for prior service with the 
listed issuer (provided that such compensation is not contingent in any way on continued service); or 

(B) Be an ``interested person'' of the issuer as defined in section 2(a)(19) of the Investment Company 
Act of 1940 (15 U.S.C. 80a-2(a)(19)). 

(iv) Exemptions from the independence requirements.  

(A) For an issuer listing securities pursuant to a registration statement under section 12 of the Act (15 
U.S.C. 78l), or for an issuer that has a registration statement under the Securities Act of 1933 (15 
U.S.C. 77a et seq.) covering an initial public offering of securities to be listed by the issuer, where in 
each case the listed issuer was not, immediately prior to the effective date of such registration 
statement, required to file reports with the Commission pursuant to section 13(a) or 15(d) of the Act 
(15 U.S.C. 78m(a) or 78o(d)): 

(1) All but one of the members of the listed issuer's audit committee may be exempt from the 
independence requirements of paragraph (b)(1)(ii) of this section for 90 days from the date of 
effectiveness of such registration statement; and 



(2) A minority of the members of the listed issuer's audit committee may be exempt from the 
independence requirements of paragraph (b)(1)(ii) of this section for one year from the date of 
effectiveness of such registration statement. 

(B) An audit committee member that sits on the board of directors of a listed issuer and an affiliate of 
the listed issuer is exempt from the requirements of paragraph (b)(1)(ii)(B) of this section if the 
member, except for being a director on each such board of directors, otherwise meets the independence 
requirements of paragraph (b)(1)(ii) of this section for each such entity, including the receipt of only 
ordinary-course compensation for serving as a member of the board of directors, audit committee or 
any other board committee of each such entity. 

(C) An employee of a foreign private issuer who is not an executive officer of the foreign private issuer 
is exempt from the requirements of paragraph (b)(1)(ii) of this section if the employee is elected or 
named to the board of directors or audit committee of the foreign private issuer pursuant to the issuer's 
governing law or documents, an employee collective bargaining or similar agreement or other home 
country legal or listing requirements. 

(D) An audit committee member of a foreign private issuer may be exempt from the requirements of 
paragraph (b)(1)(ii)(B) of this section if that member meets the following requirements: 

(1) The member is an affiliate of the foreign private issuer or a representative of such an 
affiliate; 

(2) The member has only observer status on, and is not a voting member or the chair of, the 
audit committee; and 

(3) Neither the member nor the affiliate is an executive officer of the foreign private issuer. 

(E) An audit committee member of a foreign private issuer may be exempt from the requirements of 
paragraph (b)(1)(ii)(B) of this section if that member meets the following requirements: 

(1) The member is a representative or designee of a foreign government or foreign 
governmental entity that is an affiliate of the foreign private issuer; and 

(2) The member is not an executive officer of the foreign private issuer. 

(F) In addition to paragraphs (b)(1)(iv)(A) through (E) of this section, the Commission may exempt 
from the requirements of paragraphs (b)(1)(ii) or (b)(1)(iii) of this section a particular relationship with 
respect to audit committee members, as the Commission determines appropriate in light of the 
circumstances. 




