
PRIMER ON SARBANES OXLEY

There are Red Sox, White Sox, and Fox in Socks. At the turn of the century, a new SOX entered our lexicon: The
Sarbanes-Oxley Act of 

The Board may also impose disciplinary penalties or remedial sanctions for violations. Financial systems are
now ruled by servers, databases, complex ERP applications, and the people who run them, much to the
detriment of the quill, ink and abacus peddlers of the world and much to the benefit of the IT auditorsâ€¦. The
Act, in Section , prohibits directors and officers of public companies from trading securities obtained in
connection with an equity compensation plan during pension plan black-out periods. Auditors need to know
that the controls are actually in place and assure the effectiveness of the controls with regard to the financial
systems and processes. Enhanced Disclosure Requirements Section a of Sarbanes-Oxley amends the Exchange
Act and requires that every financial statement prepared in accord with generally accepted accounting
principles contain all material correcting adjustments that have been identified by a registered public
accounting firm. Each part of the process reduces the risk of change introducing harm to the financial system,
and any problems are easily rectified or rolled back. However, the standards provide little insight into the
terms IT controls. First, a company needs to look at its reporting risks. Compliance Dates: "Accelerated
filers," as defined in Exchange Act Rule 12b-2 must comply with the management report on internal control
over financial reporting disclosure requirements in its annual report for that fiscal year. Section of the Act
empowers the Board to conduct investigations into any act, omission or practice committed by any registered
public accounting firm, or associated person, in violation of the Act. In short, Sarbanes-Oxley may represent
the most comprehensive legislation to affect the accounting, auditing and financial services professions, as
well as corporations and, in some respects, members of the general public, since the Securities Act of the "
Act" and the Securities Exchange Act of the "Exchange Act" , respectively. This authority extends to
violations of the securities laws applicable to audit reports. Auditors want to ensure that changes to
applications and processes followed proper change control and, once again, file integrity monitoring FIM is
your friend. This can put a lot of stress on an already-burdened IT staff. Under Sarbanes-Oxley, company
audit committees are responsible for the appointment, compensation, and management of their auditors.
Suspension or revocations of registration are also within the Board's power. It may also include factors such as
excellence in the conduct of business, profitability and others. The second step is to determine whether the
controls work and the risk in the event that the controls fail. Insider trading during pension fund blackout
periods is prohibited under the Act, while inside transactions in the stock of a company must be promptly
disclosed, generally within two days of the transaction. Clean SOX It may seem like one more thing to do, but
compliance actually provides security and operational benefits if approached with the right attitude. Or is the
control manual â€” and if so, what is the risk of human error? By limiting the scope of non-audit activities that
can be offered by an auditor to a client, moreover, the Act aims to further enhance the independence of
auditors from corporate management. Audit committee members, moreover, may not be affiliated persons,
except in their capacity as Board members, and are prohibited from accepting consultant fees. The Act makes
senior corporate management directly responsible for the financial reporting and disclosures made by their
public companies, and clearly establishes that chief executive and financial officers are responsible for the
material presented in the financial reports of their companies.


