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Mention the names WorldCom, GlobalCross-
ing, HIH, Ansett, Enron, and Andersen and
most people will know that these former giants
of the corporate world are no more. Whilst the
reasons behind the failures are complex, one
of the main reasons was due to poor records
management practices, and in particular the
retention and disposal of corporate records.
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After the energy giant Enron collapsed, the role
that Arthur Andersen played was investigated.
Arthur Andersen, one of the "Big Five" account-
ing firms, was retained by Enron to assure
investors that they could rely on the company's
financial statements. But Andersen was also a
major business partner, soliciting and selling
millions in consulting services to Enron. Added
to this conflict of interest, Andersen was also
responsible for some of Enron's internal book-
keeping, and some of Andersen's executives
ended up taking jobs at Enron. Whilst Ander-
sen took the steps to fire the Enron lead audi-
tor, Mr. David Duncan, after it was discovered
that he had ordered the destruction and shred-
ding of documents pertaining to the audits
performed by Andersen, it was not enough to
save the organisation from being charged with
obstruction of justice by the US judiciary sys-
tem, effectively sealing its fate.

Introduction of the US Sarbanes-Oxley Act

In a move to eliminate perceived conflicts of
interest such as Andersen and Enron, Senators
Paul D. Sarbanes and Michael G. Oxley intro-
duced a bill in the US Senate that was quickly
adopted by the Bush Administration. The bill
sought to ensure that auditing firms could
no longer perform non-auditing work for
their clients. The services to be banned
included consulting, internal accounting,
and information system design
(http.//www.accountancyage.com/News/

1129572).

The US Sarbanes Oxley Act of 2002 states that
non-compliance with the rules applying to the
maintenance of records is a federal crime in
America and can result in a jail term of up to

20 years and large fines. The Act also governs ac-
counting practices and specifies mandatory reten-
tion periods of five years for all audit and review
work papers. Failure to keep records (in whatever
format) for the specified term can result in jail terms
of up to ten years.

Complying with the Act requires that an organisation
should produce, on request, authentic and reliable
records and all supporting documentation. Section
1102 of the Act is concerned with tampering with
records or impeding official proceedings and states
that:

"Whoever corruptly - (1) alters, destroys, mutilates,
or conceals a record, document, or other object, or
attempts to do so, with the intent to impair the ob-
ject's integrity or availability for use in an official
proceeding; or (2) otherwise obstructs, influences,
or impedes any official proceeding, or at-
tempts to do so, shall be fined under this title
or imprisoned not more than 20 years, or
both." The Act can be viewed in its entirety at
http://news.findlaw.com/hdocs/docs/gwbush/sarb

anesoxley072302.pdf.

But what has all this got to do with records manage-
ment in the rest of the world?

In simple terms, any company or organisation that is
an SEC (the US Government's Securities and Ex-
change Commission) registrant, as well as those
subsidiaries of US or European parent companies
that are SEC registrants, MUST comply in full with
Sarbanes-Oxley.

An introduction to Retention and Disposal of Re-
cords

Every organisation needs to keep records of busi-
ness decisions and transactions to meet the de-
mands of legislative and corporate accountability.
With the ever-increasing use of technology to meet
the growing demands of business to achieve effi-
ciency savings, greater market share, and to com-
municate more efficiently and effectively with cli-
ents and customers alike, there has been an explo-
sion in the creation, distribution, and use of elec-
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