
Selected Provision from the U.S. Securities Exchange Act of 
1934 Relating to the Authority and Discretion of the U.S. SEC to 

Investigate and Seek Sanctions Relating to Violations of the 
Securities Laws 

 
 
Authority and discretion of Commission to investigate violations.   
Section 21(a)(1) of the Exchange Act of 1934.  
 

The Commission may, in its discretion, make such investigations as it deems 
necessary to determine whether any person has violated, is violating, or is 
about to violate any provision of this chapter, the rules or regulations 
thereunder, the rules of a national securities exchange or registered securities 
association of which such person is a member or a person associated with a 
member, the rules of a registered clearing agency in which such person is a 
participant, the rules of the Public Company Accounting Oversight Board, of 
which such person is a registered public accounting firm or a person 
associated with such a firm, or the rules of the Municipal Securities 
Rulemaking Board, and may require or permit any person to file with it a 
statement in writing, under oath or otherwise as the Commission shall 
determine, as to all the facts and circumstances concerning the matter to be 
investigated. The Commission is authorized in its discretion, to publish 
information concerning any such violations, and to investigate any facts, 
conditions, practices, or matters which it may deem necessary or proper to 
aid in the enforcement of such provisions, in the prescribing of rules and 
regulations under this chapter, or in securing information to serve as a basis 
for recommending further legislation concerning the matters to which this 
chapter relates.  

 
Attendance of witnesses; production of records.   
Section 21(b) of the Exchange Act of 1934.  
 

For the purpose of any such investigation, or any other proceeding under this 
chapter, any member of the Commission or any officer designated by it is 
empowered to administer oaths and affirmations, subpena witnesses, compel 
their attendance, take evidence, and require the production of any books, 
papers, correspondence, memoranda, or other records which the Commission 
deems relevant or material to the inquiry. Such attendance of witnesses and 
the production of any such records may be required from any place in the 
United States or any State at any designated place of hearing.  

 
Judicial enforcement of investigative power of Commission; refusal to obey 
subpena; criminal sanctions.   
Section 21(c) of the Exchange Act of 1934.  
 

In case of contumacy by, or refusal to obey a subpena issued to, any person, 
the Commission may invoke the aid of any court of the United States within 
the jurisdiction of which such investigation or proceeding is carried on, or 
where such person resides or carries on business, in requiring the attendance 
and testimony of witnesses and the production of books, papers, 
correspondence, memoranda, and other records. And such court may issue an 
order requiring such person to appear before the Commission or member or 



officer designated by the Commission, there to produce records, if so ordered, 
or to give testimony touching the matter under investigation or in question; 
and any failure to obey such order of the court may be punished by such 
court as a contempt thereof. All process in any such case may be served in 
the judicial district whereof such person is an inhabitant or wherever he may 
be found. Any person who shall, without just cause, fail or refuse to attend 
and testify or to answer any lawful inquiry or to produce books, papers, 
correspondence, memoranda, and other records, if in his power so to do, in 
obedience to the subpena of the Commission, shall be guilty of a 
misdemeanor and, upon conviction, shall be subject to a fine of not more than 
$1,000 or to imprisonment for a term of not more than one year, or both. 

  
Injunction proceedings; authority of court to prohibit persons from serving 
as officers and directors; money penalties in civil actions.   
Section 21(d)(1) of the Exchange Act of 1934.  
  

Whenever it shall appear to the Commission that any person is engaged or is 
about to engage in acts or practices constituting a violation of any provision 
of this chapter, the rules or regulations thereunder, the rules of a national 
securities exchange or registered securities association of which such person 
is a member or a person associated with a member, the rules of a registered 
clearing agency in which such person is a participant, the rules of the Public 
Company Accounting Oversight Board, of which such person is a registered 
public accounting firm or a person associated with such a firm, or the rules of 
the Municipal Securities Rulemaking Board, it may in its discretion bring an 
action in the proper district court of the United States, the United States 
District Court for the District of Columbia, or the United States courts of any 
territory or other place subject to the jurisdiction of the United States, to 
enjoin such acts or practices, and upon a proper showing a permanent or 
temporary injunction or restraining order shall be granted without bond. The 
Commission may transmit such evidence as may be available concerning such 
acts or practices as may constitute a violation of any provision of this chapter 
or the rules or regulations thereunder to the Attorney General, who may, in 
his discretion, institute the necessary criminal proceedings under this chapter.  

 
Authority of Court To Prohibit Persons From Serving as Officers and 
Directors.  
Section 21(d)(2) of the Exchange Act of 1934.  
 
— In any proceeding under paragraph (1) of this subsection, the court may prohibit, 
conditionally or unconditionally, and permanently or for such period of time as it 
shall determine, any person who violated section 78j (b) of this title or the rules or 
regulations thereunder from acting as an officer or director of any issuer that has a 
class of securities registered pursuant to section 78l of this title or that is required to 
file reports pursuant to section 78o (d) of this title if the person’s conduct 
demonstrates unfitness to serve as an officer or director of any such issuer. 
 
Money Penalties in Civil Actions.—   
Section 21(d)(3) of the Exchange Act of 1934.  
 

(A) Authority of commission.— Whenever it shall appear to the 
Commission that any person has violated any provision of this chapter, the 
rules or regulations thereunder, or a cease-and-desist order entered by the 
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Commission pursuant to section 78u–3 of this title, other than by committing 
a violation subject to a penalty pursuant to section 78u–1 of this title, the 
Commission may bring an action in a United States district court to seek, and 
the court shall have jurisdiction to impose, upon a proper showing, a civil 
penalty to be paid by the person who committed such violation. 
(B) Amount of penalty.—  
(i) First tier.— The amount of the penalty shall be determined by the court 
in light of the facts and circumstances. For each violation, the amount of the 
penalty shall not exceed the greater of 
(I) $5,000 for a natural person or $50,000 for any other person, or 
(II) the gross amount of pecuniary gain to such defendant as a result of the 
violation. 
(ii) Second tier.— Notwithstanding clause (i), the amount of penalty for 
each such violation shall not exceed the greater of 
(I) $50,000 for a natural person or $250,000 for any other person, or 
(II) the gross amount of pecuniary gain to such defendant as a result of the 
violation, if the violation described in subparagraph (A) involved fraud, deceit, 
manipulation, or deliberate or reckless disregard of a regulatory requirement. 
(iii) Third tier.— Notwithstanding clauses (i) and (ii), the amount of penalty 
for each such violation shall not exceed the greater of 
(I) $100,000 for a natural person or $500,000 for any other person, or 
(II) the gross amount of pecuniary gain to such defendant as a result of the 
violation, if— 
(aa) the violation described in subparagraph (A) involved fraud, deceit, 
manipulation, or deliberate or reckless disregard of a regulatory requirement; 
and 
(bb) such violation directly or indirectly resulted in substantial losses or 
created a significant risk of substantial losses to other persons. 

 
Equitable Relief.  
Section 21(d)(5) of the Exchange Act of 1934.  
 
— In any action or proceeding brought or instituted by the Commission under any 
provision of the securities laws, the Commission may seek, and any Federal court 
may grant, any equitable relief that may be appropriate or necessary for the benefit 
of investors.
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