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PDF | The Sarbanes-Oxley Act (SOX) has been in place for over a decade, and the effects of the legislation are widely
debated in the business.

They also performed significant non-audit or consulting work for the companies they audited. One of the
biggest improvements made by SOX is a better separation of duties for accounting responsibilities. These
investors were hurt as well. Banking practices: Lending to a firm sends signals to investors regarding the
firm's risk. Separating duties ensures that it would take multiple executives to conspire together to commit
illegal acts. For example, Section requires that the company's "principal officers" typically the Chief Executive
Officer and Chief Financial Officer certify and approve the integrity of their company financial reports
quarterly. These scandals identified Board members who either did not exercise their responsibilities or did
not have the expertise to understand the complexities of the businesses. The most important effect explained in
the article is centered on the structure of corporate governance. Although the law is only ten years old, it will
likely remain an important part of the financial regulations for large companies well into the future. The
system is not perfect, but the law has made impressive progress that is working in the best interests of
shareholders. The areas of improvement go well beyond technical statutory compliance. An example of this
consolidation was a single log-on for benefits, payroll, and other data. This enables the SEC to resort to
temporarily freezing transactions or payments that have been deemed "large" or "unusual". Still, some
situations call for human judgment. Rules To Prohibit. To guard against these types of errors, Manpower
standardized its change-management process for software development. If, however, the service provider is
unwilling or unable to do so, the primary company must conduct its own audit. This section increases the
criminal penalties associated with white-collar crimes and conspiracies. Write a to word review of the article
in APA format. Ethical decision-making is of utmost importance for publically traded companies.
Sarbanesâ€”Oxley and smaller public companies[ edit ] The cost of complying with SOX impacts smaller
companies disproportionately, as there is a significant fixed cost involved in completing the assessment. This
is the most costly aspect of the legislation for companies to implement, as documenting and testing important
financial manual and automated controls requires enormous effort. For example, challenging the company's
accounting approach might damage a client relationship, conceivably placing a significant consulting
arrangement at risk, damaging the auditing firm's bottom line. Many of the companies calculated taxes by
hand or on spreadsheets; Iron Mountain automated tax estimation and payments. Wagner is based in Boston;
Dittmar, in Philadelphia. A focus on the control environment helps ensure that the controls themselves are the
second and third lines of defense, not the first. Having to commit information to paper or hard drives has sent
internal auditors and other employees into the field to see firsthand how tasks are accomplished and how they
might be improved. In the view of a few open-minded firms, however, the second year of compliance turned
out to be not only less costly and less onerous as doing something for the second time usually turns out to be ,
but a source of valuable insights into operations, which management has translated into improved efficiencies
and cost savings. Year two of compliance is now complete at most large U. Department of Labor. Both
management and the external auditor are responsible for performing their assessment in the context of a
top-down risk assessment , which requires management to base both the scope of its assessment and evidence
gathered on risk. Remedies under Section include: A reinstatement with the same seniority status that the
employee would have had, but for the discrimination; B the amount of back pay, with interest; and C
compensation for any special damages sustained as a result of the discrimination, including litigation costs,
expert witness fees, and reasonable attorney fees. As SOX went into effect, more and more executives began
to see the need for internal reforms; indeed, many were startled by the weaknesses and gaps that compliance
reviews and assessments had exposed, such as lack of enforcement of existing policies, unnecessary
complexity, clogged communications, and a feeble compliance culture. Also, according to recent PCAOB
guidance, some automated controls can be tested every three years instead of every year, as long as the
company can demonstrate that the control has not been changed. Certain mutual fund managers were alleged
to have advocated the purchasing of particular technology stocks, while quietly selling them. Our questioners
seem to believe that good internal control is predicated on the controls themselvesâ€”the cross-checking, the
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reconciliations, the data verification. It restricts auditing companies from providing non-audit services e.
Detective controls are designed to identify errors and irregularities that have already occurred. So we drove
what were completely parallel ISO and SOX processes into one converged process map and operational
approach. These are all components of the control environment, which forms the foundation of internal
control. History and context[ edit ] A variety of complex factors created the conditions and culture in which a
series of large corporate frauds occurred between â€” Sarbanes-Oxley was enacted to improve the reliability of
financial reporting; therefore, most of the controls adopted pursuant to the Act concern themselves with the
timeliness, integrity, and accuracy of financial data.


