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S.E.C. Looks all St. Accounting

By LOUISE STORY
The 

Commission." 
Securities and Exchange Commission
 said on Monday it had started an inquiry into about two dozen financial companies to determine whether they followed accounting practices similar to those recently disclosed in an investigation of Lehman Brothers. 

The commission is interested in transactions known as repurchase agreements, which are a common way that investment banks provide funds for trading activities. The commission wants to know whether other Wall Street players used tactics like those that Lehman used to mask their debt levels from investors. 

The commission announced that it had sent inquiry letters but did not list the companies they were sent to. The inquiry comes as part of the S.E.C.’s duties to review financial filings of public companies. Any red flags in the answers will be forwarded to the S.E.C.’s enforcement unit, which has the power to bring charges. 

Since Lehman was accused of using a transaction known as Repo 105 in 2008 to hide about $50 billion in debt, analysts have said there should be a widespread inquiry of accounting on Wall Street before the financial crisis. 

“There were a multitude of games that were going on in accounting,” said Janet Tavakoli, president of Tavakoli Structured Finance. “It’s good the S.E.C. is looking at Repo 105, but it obviously leads to other questions.” 

The commission is focusing on all sorts of repurchase agreements, not just those Lehman used. The commission asked the companies if they had classified the transactions, which are often considered loans, as sales. The commission also asked whether those transactions affected data provided to investors, analysts, regulators or ratings agencies. 

In a report, Anton R. Valukas, an examiner appointed by the United States Trustee to determine if there was fraud at Lehman before it collapsed, disclosed the bank’s use of repurchase agreements to hide its debt. 

