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GUIDED READING 

Corporate Governance 

The first part of this paper gives the reader some essential information about modern 

Corporate Governance and its structure, mainly prior to the enforcement of SOXA. 

Historical facts are included in order to show the progress of the last few decades and 

how all these led to the current regulations. It concludes with the changes to Corporate 

Governance after the enforcement of SOXA for all US listed companies. 

§ Board Leadership, (October 2004), ‘Report of the NACD Blue Ribbon 

Commission’ 

§ Maine community foundation, (June 2004), ‘Sarbanes-Oxley Voluntary 

Compliance Polices’, White paper 

§ OECD, (2004), ‘OECD Principles of Corporate Governance’ 

§ PriceWaterHouseCoopers, (July 2004), ‘Sarbanes-Oxley Act section 404. Practical 

Guidance for Management’ 

§ The Business Roundtable, (May 2002), Principles of Corporate Governance 

§ Waschke , M., (November 2004), ‘IT service Management and Sarbanes-Oxley’, 

White paper 

§ Woolf, E., (1990), ‘Auditing Today’, Fourth Edition, Prentice Hall International 

(UK) Ltd 

§ Anonymous, ‘IT Governance’, www.bitpipe.com 

Interesting Links 

§ www.findarticles.com  

§ www.cpaaudit.co.uk  

§ www.e521.com 

§ www.CIO.com 

§ www.corpgov.net 
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Corporate Failures 

This part of the White Paper examines the unfolding of events that led to SOXA being 

launched in 2002. It mainly describes the two primary corporate scandals of Enron 

and WorldCom, along with the downfall of their auditing firm, Andersen. Such events 

not only shook the US market and quivered the investors' confidence, but damaged 

the reputation of auditors and created an overall climate of disbelief and suspicion. An 

overview is given on this preceding ambiance and the circumstances that were created 

to prepare the ground for a new and rigorous legislation.   

Should the reader be further interested in such events, information can be retrieved 

from the following sources: 

§ Clinton, M., (26 June 2002), ‘World-Class Scandal in WorldCom’, CBCNEWS  

§ Dow, J., (29 Jun 2002) , ‘Xerox scandal adds to US accounting woes’, The 

Scotsman Online, thescotsman.scotsman.com  

§ Hill, A., Fidler, S., (29 January 2002), ‘Enron ties itself up in knots, then falls 

over’, Financial Times 

§ Hyman, G., (31 December 2002) , ‘Global Crossing's Final Crossing’, 

EARTHWEB, itmanagement.earthweb.com 

§ Kay, J., (1 July 2002) , ‘Xerox restates billions in revenue: yet another case of 

accounting fraud’, World Socialist Web Page, www.wsws.org 

§ Metzger, B., Colihan, J., Stubblefield C., Best, S., ‘American Corporate 

Governance: Scandal, Reform and the Global Capital Markets’, Coudert Brothers 

LLP. 

§ Patsuris P., (26 August 2002), ‘The Corporate Scandal Sheet’, www.forbes.com 

§ Sridhar, V., (20 July 2002), ‘The WorldCom collapse’Frontline Magazine, Vol 19, 

Issue 15 

§ Trigaux R., (17 February 2002), ‘Corporate scandal: Same story, different 

company’, St. Petersburg Times Online, www.sptimes.com 

§ Anonymous, (August 2001), ‘Crisis revealed: Jeff Skilling quits and an insider 

gets suspicious’, BBC NEWS 
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§ Anonymous, (October 2002), ‘Enron case brings changes to off-balance-sheet 

disclosures’, The Accountant, Issue 5987 

§ Anonymous, ‘Enron Debacle’, www.riskglossary.com  

§ Anonymous, (March 2002), ‘Enron prompts joint talks’, ACCOUNTANCY 

§ Anonymous, (February 2002), ‘Enron: the world reacts’, The Accountant, Issue 

5979 

§ Anonymous, ‘The Adelphia Fraud’, www.aicpa.org  

§ Anonymous, (April 2002), ‘The consequences of Enron’, ACCOUNTANCY  

§ Anonymous, (26 June, 2002), ‘Wall Street scandals at a glance’, BBC NEWS 

§ Anonymous, (9 August 2002), ‘WorldCom reveals new $3.3bn error’, BBC 

NEWS 

Regulat ions in Europe and the UK 

This section briefly presents the most up to date laws and regulations that are afoot in 

Europe with respect to Corporate Governance. There is a reference to regulations that 

have been issued in countries where similar events, such as the scandals in the US, 

have taken place. Special attention is paid to European and International 

Organizations, as well as to the European Commission. It is outlined that incidents 

that led to the requirement for SOXA are not only a feature of the west side of the 

Atlantic. Europe has similar events to exhibit and the European Union’s suggestion 

regarding enhancement of Company Law is presented. A great proportion of this 

section is about regulations in the UK, their long tradition and their evolution through 

time. Several significant reports and codes are mentioned, as well as UK’s further step 

towards a stricter regulation.  An enactment that introduces an innovative reporting 

requirement and appears to be as strict to SOXA as it can lead to punishment.  

Further information regarding regulations and events presented in this section can be 

retrieved from the following sources: 

§ Buck, T., (21 January 2004), ‘Commissioner dismisses need for EU– wide code’, 

Financial Times, pp27 

§ CACG, (November 2003), ‘CACG Guidelines: Corporate Governance Principles 

for Annual Reporting in the Commonwealth, draft’, www.cacg-inc.com  
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§ CACG, (November 1999), ‘CACG Guidelines– Principles for Corporate 

Governance in the Commonwealth’, Final Version, www.ecgi.org  

§ Capell, K., Edmondson, G., Matlack, C., Sains, A., Ewing, J., Reppert-Bismarck 

J., (17 May 2004), ‘Europe's Old Ways Die Fast’, BusinessWeek 

www.bus inessweek.com 

§ Department of Trade and Industry, ‘Companies (Audit, Investigations and 

Community Enterprise) Act 2004’, www.legislation.hmso.gov.uk 

§ Department of Trade and Industry, ‘Explanatory Memorandum to the Draft 

Companies Act 1985 (Operating and Financial Review and Directors Report etc) 

Regulations 2005’, www.legislation.hmso.gov.uk  

§ Europa, ‘Modernising of company law and Enhancement of Corporate 

Governance’, europa.eu.int 

§ Europa, (4 November 2002), ‘Press Release, High Level Group of Company 

Experts’, europa.eu.int, Brussels 

§ European Commission, (16 March 2004), ‘Proposal for a DIRECTIVE OF THE 

EUROPEAN PARLIAMENT AND OF THE COUNCIL on statutory audit of annual 

accounts and consolidated accounts and amending Council Directives 78/660/EEC 

and 83/349/EEC’, COM(2004) 177 final, 2004/0065 (COD), europa.eu.int, Brussels 

§ FSA, ‘Basel II/ Capital Requirements Directive’, www.fsa.gov.uk  

§ Galloni A., Reilly D., Schroeder M., (30 December 2003), ‘SEC Sues Dairy 

Company Over $1.5 Billion Debt Offer And an Attempted Buyout, Parmalat Founder 

Admits Involvement in Fraud’, Wall Street Journal, www.mindfully.org  

§ High Level Group of Company Experts, (4 November 2002), ‘Report of the High 

Level Group of Company Experts on a Modern Regulatory Framework for Company 

Law in Europe’, europa.eu.int, Brussels 

§ Intellexis, ‘IFRS– Are you ready?’, www.intellexis.com 

§ Internal Market Directorate General on behalf of the European Commission 

(January 2002), ‘Comparative Study Of Corporate Governance Codes Relevant to the 

European Union And Its Member States’, Final Report and Annexes I– III, 

www.ecgi.org 
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§ IOSCO, (February 2002), ‘Objectives and Principles of Securities Regulations’, 

International Organization of Securities Commission, www.iosco.org  

§ OECD, (2004), ‘OECD Principles of Corporate Governance’, www.oecd.org 

§ Sverige, C., (6 January 2004), ‘The Parmalat Scandal: Europe’s ten-billion black 

hole’, www.wsws.org 

§ Anonymous, (30 December 2003), ‘Calisto Tanzi Parmalat's Former CEO Is 

Ordered to Stay in Jail’, Wall Street Journal, www.mindfully.org 

§ Anonymous, (19 October 2004), ‘Corporate governance’, www.euractiv.com  

§ Anonymous, (9 December 2004), ‘EcoFin agrees capital adequacy and accounting 

directives’, www.euractiv.com 

Related Links 

§ www1.assonime.it  

§ www.afg.asso.fr 

§ www.ali.org  

§ www.bis.org 

§ www.cacg-inc.com  

§ www.corporate-governance-code.de 

§ www.ecgi.org 

§ www.iasb.co.uk  

§ www.iosco.org  

§ www.oecd.org  

§ www.thecommonwealth.org  

§ www.dti.gov.uk/cld  

§ www.londonstockexchange.com 
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Accountability of senior officers  

This section of the paper is giving a detailed analysis of the responsibilities of senior 

officers according to SOXA. The analysis is done by taking one section at a time 

showing the exact responsibility for the management and ways of compliance. New 

US Code laws and other additions are also mentioned in combination with 

information about the penalties for non-complied companies and officers.  

§ American Institute of Certified Public Accountants, Inc., (2001), ‘Internal Control 

in a Financial Statement Audit’ 

§ Baker, C., (February 2003), Venable LLP, www.nais.org,  

§ Congress of the United States of America, (23 January 2002), ‘Sarbanes-Oxley 

Act –Original’, www.findlaw.com  

§ Information retrieved from www.cio.com  

§ Protiviti Independent Risk Consulting, (2003), ‘Guide to the Sarbanes-Oxley Act: 

Internal Control Reporting Requirements, Frequently Asked Questions Regarding 

Section 404’, www.protiviti.com 

§ The Institute of Internal Auditors, (26 May 2004), ‘Internal Auditing’s role in 

Sections 302 and 404 of the Sarbanes-Oxley Act of 2002’ , www.theiia.org 

§ Veeco Instruments Inc., (2002), ‘Code of Ethics for Senior Officers’ 

Financial Processes and Risk Controls 

This section examines a company’s financial processes and controls. It introduces the 

COSO’s ERM framework and analyses its components and their effect in the 

company’s performance. It explores from a critical point of view the consequences of 

adopting SOXA and particularly meeting with the requirements of section 404.  

Moreover it focuses on the way SOXA deals with the principal risks through the 

applied ERM framework. 

Finally, it presents the results of a number of significant surveys that help the reader 

understand the hidden benefits and the shortcomings of the rather new legislation.  

The necessary bibliography and additional information can be obtained from the 

following references. 
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§ AICPA Professional Standards, (2001), ‘AU Section 319 Consideration of Internal 

Control in a Financial Statement Audit’, www.aicpa.org 

§ Altiris Inc, (15 September 2004), ‘The Sarbanes-Oxley Act from an IT Perspective 

Leveraging, Altiris Solutions to Support Sarbanes-Oxley Compliance’ 

§ Approva Corporation, (2003), ‘The Impact of The Sarbanes-Oxley Act On 

Enterprise Applications’ 

§ Cain, P., and Brech, D., (1999), ‘Managing Financial Records’, International 

Records Management Trust 

§ Dolan, M., (6 April 2004), ‘Understanding the COSO and COBIT Frameworks 

and what they hold for AIS Compliance with Sarbanes Oxley’, Accounting 

Information Systems 

§ Ernst and Young, ‘Fraud: The unmanaged risk’, 7th , 8th Global Survey 

§ Guerrera, F., (January 2005), ‘CCB considers shunning NYSE’, Financial Times 

§ Hanson, S., (2003), ‘Chapter 1: Financial Management and the Firm’, LGR edits 

§ Hartman, E., (19 May 2004), ‘The impact of Sarbanes-Oxley on private 

companies’, Thomas, Foley & Lardner LLP, Chicago 

§ Howard, J., (April 2000) , ‘Corporate Accountability and Risk’, Tone at the Tope, 

Issue 6 

§ Howard L., (1976), ‘Principle of Auditing’, MacDonald & Evans 

§ Jefferson Wells International and The Institute of Internal Auditors, (2004), 

‘Sarbanes-Oxley Implementation Survey’ 

§ Katz, D., (10 June 2004), ‘Managing the Risks of Sarbox 409’, CFO 

§ Kliem, R., (2004), ‘Managing the Sarbanes-Oxley Project’, Project Magazine, Vol 

5, Issue 4 

§ Liebesman, S., Palmes, P. and Walz, J., (2004), ‘The Impact of SOX and 

QMS/EMS on Corporate Governance’, The Informed Outlook, Vol 9, No 4 

§ Louvel, S., (2004), ‘IT Spending for Compliance: From SOX 404 to 

Comprehensive Compliance’, Financial Tech 
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§ Lyman, R., (2004), ‘Understanding Between the Lines: Sarbanes-Oxley Act of 

2002’, Trend Setter 

§ Management Alternatives Inc, ‘Sarbanes-Oxley, the opportunity that is (well) 

discussed as Legislation’, www.mgmtalternatives.com 

§ McGladrey & Pullen, LLP, ‘The Sarbanes-Oxley Act May Impact State and Local 

Governments’ 

§ McKinsey, (2002) ‘Global Investor Opinion Survey on Corporate Governance’ 

§ Motta, C., (2004), ‘Sarbanes-Oxley (SOX)’, Taos Newsletter, www.taos.com 

§ Nusbaum, E., (2003), ‘The hidden benefits of Sarbanes-Oxley’, Chief Executive 

§ Okochi, J., (8 November 2004), ‘What Derivatives users need to know about 

Sarbanes-Oxley’, www.afponline.org 

§ Parker, A., (11 February 2005), ‘SEC mulls foreigner compliance delay’, 

Financial Times 

§ Power, M., (2004), ‘The Risk Management of Everything, Rethinking the politics 

of uncertainty’, www.demos.co.uk 

§ Protiviti Independent Risk Consulting, (2003), ‘Guide to the Sarbanes-Oxley Act: 

Internal Control Reporting Requirements, Frequently Asked Questions Regarding 

Section 404’, www.protiviti.com 

§ Quigley, J., (2003), ‘Sarbanes-Oxley One Year Later: Is It Working?’, Deloitte & 

Touche LLP 

§ Robert Half International Inc, (July 2003), ‘Are the New Rules Giving Rise to a 

Universal Standard? The Impact of Sarbanes-Oxley on Private Business’ 

§ Roberts, D., (January 2005), ‘SEC poised to ease listing rules’, Financial Times 

§ Sawyer, L., Vinten, G., (1996),‘The Manager and the Internal Auditor, Partners 

for Profit, John Wiley and Sons 

§ Siems, T., (11 September 1997), ‘10 Myths about Financial Derivatives, Policy 

Analysis’, www.cato.org 

§ Swiecki, J., (2004), ‘Sarbanes-Oxley elevates internal controls from best practice 

financial management to legal requirement’, San Diego Daily Transcript 
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§ Symantec, (2004), ‘Sarbanes-Oxley Act: A regulatory perspective’  

§ The Committee of Sponsoring Organizations of the Treadway Commission 

‘Internal Control-Integrated Framework, Executive Summary’, www.coso.org 

§ The Committee of Sponsoring Organizations of the Treadway Commission 

‘Internal Control Issues in Derivatives Usage Executive Summary’, www.coso.org 

§ The Institute of Internal Auditors, (2004), ‘Internal Auditing’s role in Sections 302 

and 404 of the Sarbanes-Oxley Act of 2002’ , www.theiia.org 

§ The Institute of Internal Auditors, (29 September 2004), ‘The Role of Internal 

Auditing in Enterprise-wide Risk Management’, www.theiia.org 

§ Zuppone, M., (2002), ‘Section 302 of the Sarbanes-Oxley Act of 2002: Disclosure 

Controls and Procedures and the Related CEO and CFO Certification-Analysis and 

Recommendations’, Client Alert, Paul, Hastings, Janofsky & Walker, LLP 

§ Anonymous, (2004), ‘Considerations for Implementing an Internal Control 

Compliance Program’, Cartesis Connecting Global, No 7 

§ Anonymous, (2003), ‘Sarbanes-Oxley Act of 2002, Discussion Document’, 

Bearing Point 


