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Introduction  

 

After a string of corporate failures, see Enron, et al. The US Legislature passed 

the most sweeping financial reporting rul es and regulations ever enacted; the 

Sarbanes-Oxley (SOX) Act, July 2002. In summary, the intention of the Act is to 

help restore public trust in US business and corporate reporting. SOX requires 

public organizations (market capitalization of $75 M +) to more actively report 

their current financial status. Much of SOX deals with requirements for public 

accounting firms, detailing how they must expand their current reporting  

procedures for firms they are auditing. However, there are also a handful of 

sections that have specific requirements organizations must act upon. These 

sections, in general, require target organizations to dynamically maintain and 

display business process and performance information. 

How can your organization build-up compliance with these complex new 

financial reporting rules? And, more importantly, how can your organization get 

this capability in place in time? Three major sections of SOX (302, 404 and 409) 

must be supported with technology, to both enable the capturing of complex 

business financial information, and to speed the implementation to comply with 

the required enactment dates. 

In order to support SOX requirements by the deadline, avoiding any possible 

penalties and/or criminal prosecution. We propose using an Integrated 

Management Software Suite (IMS) and your business financial reporting 

expertise. We will accomplish this by using QPR Softwareôs Integrated  

Management System Software (QPR ProcessGuide, QPR ScoreCard, and the 

QPR Web Portal). 

Further, using QPRôs Integrated Management System software will enable your 

organization to more effectively document and communicate process and 

performance information in general, greatly enhancing th e organizationôs 

strategic effectiveness. 

ñAnybody who thinks that weôre going to come back anytime soon and 

amend the act just simply hasnôt followed the history of the Congressò 

                      Congressman John Oxley 
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Business Effects 

In a recent survey of Fortune 1000 companies by AMR Research, they 

found that: 

¶ Fortune 1000 companies have earmarked more than $2.5B this year 

in Sarbanes-Oxley Act investigation and init ial compliance-related 

w ork 

¶ 85% of companies predict that SOX w ill require changes in IT and 

applicat ion infrastructure that support the business 

¶ 79% are unsure w hat implicat ions the act w ill have for their 

company 

¶ 61% expect business process change w ill be required 

¶ Importantly, many forw ard-thinking CIOs view  Sarbanes-Oxley 

compliance as the ñcompelling eventò to kick-start specif ic system 

and process improvement init iat ives long stalled because of other IT 

spending priorit ies, thoughts that are reminiscent of the ERP craze 

Y2K kicked off  in the 1990s 

 

Integrated Management Software? 

A combination of process development and documentation, performance 

management and report ing, init iat ive and act ion management, document 

sharing, feedback management and alert ing. 

 

Timelines and Penalties  

 

Although the required enactment dates for SOX have slipped a bit , it  looks 

like the legislature is ready to start enforcing these rules. Current est imates 

are that much of SOX must be recognized and reported by June 15, 2004. 

In our est imation, most public companies are now here near being prepared 

to report  this information. 

Penalt ies as documented in SOX are severe for organizations not complying 

w ith the new  report ing rules, including the f iling of fraud and obstruct ion of  

just ice charges against all named off icers of the offending organization. The 

SOX act provides criminal penalt ies for those w ho destroy records, commit  
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securit ies fraud and fail to report fraud, w hereas it  also provides protect ion 

for the w hist leblow ers. 

 

What about Multinational Corporations? 

The Act governs not only all the publicly traded f irms that list  their stock on 

any US-based f inancial exchange, but also any f irm, irrespective of their 

place of origin as long as they trade their stocks in the United States.  

 

25% of survey respondents say the Sarbanes-Oxley law is ñvery 

confusingò, according to an April 2003 Parsons Group Survey 

 

SOX and Technology  

 

While the overall SOX act is very convoluted and complex, there are some 

specif ic calls for act ion by target companies, and in turn opportunit ies for 

technology to help support that act ion. There are tw o overall themes that 

w ould be w ell supported w ith technology: business process mapping and 

strategic theme report ing. These tw o themes are ref lected in the follow ing 

three Sections of SOX: 

 

Section 302 ï Financial Reports 

Tit le III ï Corporate Responsibility - Section 302 ï Financial Reports - 

states in part: 

ȰɍÔÈÅ ÓÉÇÎÉÎÇ ÏÆÆÉÃÅÒÓɎ ÈÁÖÅ ÄÅÓÉÇÎÅÄ ÓÕÃÈ ÉÎÔÅÒÎÁÌ ÃÏÎÔÒÏÌÓ ÔÏ ÉÎÓÕÒÅ ÔÈÁÔ ÍÁÔÅÒÉÁÌ 

ÉÎÆÏÒÍÁÔÉÏÎ ÒÅÌÁÔÉÎÇ ÔÏ ÔÈÅ ÉÓÓÕÅÒ ɍȣɎ ÉÓ ÍÁÄÅ ËÎÏ×Î ÔÏ ÓÕÃÈ ÏÆÆÉÃÅÒÓ ÂÙ ÏÔÈÅÒÓ 

withi n those entities, particularly during the period in which the periodic reports 

ÁÒÅ ÂÅÉÎÇ ÐÒÅÐÁÒÅÄȱ 

In other w ords, organizations must document the design and methodology 

of their f inancial report ing process. Given the potential complexity of this 

process, w ith f inancial and other information streaming from mult iple 

sources, this requirement calls for the use of a pow erful business process 

modeling (BPM) softw are tool. This BPM tool must allow  mult iple users to 

design and maintain the model, communicate the model to interested 
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part ies inside and outside the organization, and maintain this model in a 

repository for future review . 

           Financial Control Process View  

 

 

 

 

 

Daily 

Process Controls 

  
            Period Process Controls 

      

      Report ing Procedures Process 

 

Part of our Integrated Management System Softw are includes QPR 

ProcessGuide, an interact ive softw are solut ion that commits people to 

processes. ProcessGuide is a pow erful, easy-to-use, w eb-enabled tool that  

helps organizations to realize the benefit  of process and know ledge 

management. With QPR ProcessGuide, you have the ability to create mult i-

level process maps that can accommodate even the most complex f inancial 

processes and make them understandable to everyone inside and outside of  
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your organization. At tach documents to process steps, collaborate online, 

and even do dynamic simulat ion of your processes. The versatility of QPR 

ProcessGuide makes for a pow erful tool that w ill help you in your quest for 

SOX compliance. 

 

Section 404 ï Management Assessment and Reporting of Internal Controls 

Tit le IV ï Enhanced Financial Disclosures ï Section 404 ï Management 

Assessment of Internal Controls ï states in part: 

Ȱɍ%ÁÃÈ ÁÎÎÕÁÌ ÒÅÐÏÒÔ ÓÈÁÌÌ ÃÏÎÔÁÉÎ ÁÎ ÉÎÔÅÒÎÁÌ ÃÏÎÔÒÏÌ ÒÅÐÏÒÔȟ ×ÈÉÃÈ ÓÈÁÌÌɎ contain 

an assessment, as of the end of the most recent fiscal year of the issuer, of the 

ÅÆÆÅÃÔÉÖÅÎÅÓÓ ÏÆ ÔÈÅ ÉÎÔÅÒÎÁÌ ÃÏÎÔÒÏÌ ÓÔÒÕÃÔÕÒÅ ɍÏÆ ÔÈÅ ÏÒÇÁÎÉÚÁÔÉÏÎɎȱ 

Simply put, companies must document their internal control structure, and 

communicate this internal control structure as part of their annual report . 

Internal control structures have been further defined and documented in 

various framew orks, including the popular COSO framew ork (see inset).  

 

Once again, the QPR Integrated Management System Softw are easily 

supports this requirement by seamlessly integrat ing QPR ProcessGuide and 

QPR ScoreCard. QPR ScoreCard is a completely versatile, w eb-enabled 

softw are solut ion for automating any strategic performance management  

system. By integrat ing these tw o pow erful tools into one portal, w e are 

able to complete the integrated Management Suite and manage internal 

controls using the COSO framew ork. 
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Integrated Management System and COSO 

Monitoring ï Using the QPR Integrated Management System Softw are you 

are able to monitor your processes at every level. With the ability to assign 

metrics to process steps and ñdrill downò to monitor performance, you will 

alw ays know  how  your processes are performing and w hen to make 

necessary adjustments. 

Information & Communication ï Using the QPR Portal as a repository for 

important documents allow s for on-demand information that can be 

accessed internally or externally in a t imely manner.  

Control Activities ï Policies and procedures can be built -in and published at 

every step in your processes, along w ith a documented verif icat ion 

process. 

Control Environment ï Because QPRôs Integrated Management System 

Softw are is a real-t ime environment, all information is available to people in 

your organization on-demand in an understandable framew ork. 

Risk Assessment ï With the toolôs capability to do dynamic simulation of 

processes, as w ell as for performing and documenting online risk 

assessments you have the ability to assess the risks associated w ith 

achieving your object ives. 

 

 

Section 409 ï Real Time Issuer Disclosures 

Tit le IV ï Enhanced Financial Disclosures ï Section 409 ï Real Time Issuer 

Disclosures ï states in part:  

Ȱ%ÁÃÈ ÉÓÓÕÅÒ ÒÅÐÏÒÔÉÎÇ ȣ ÓÈÁÌÌ ÄÉÓÃÌÏÓÅ ÔÏ ÔÈÅ ÐÕÂÌÉÃ ÏÎ Á ÒÁÐÉÄ ÁÎÄ ÃÕÒÒÅÎÔ ÂÁÓÉÓ 

such additional information concerning material changes in the financial condition 

or operations of the issuer, in plain English, which may include trend and 

quÁÌÉÔÁÔÉÖÅ ÉÎÆÏÒÍÁÔÉÏÎ ÁÎÄ ÇÒÁÐÈÉÃ ÐÒÅÓÅÎÔÁÔÉÏÎÓȱ 

The key elements in this phrase are the disclosures of material f inancial 

change and the requirement to disclose this information on a rapid and 

current basis. We interpret this as meaning information must be disclosed 

as soon as it  is discovered, not just as part of a standard f inancial or annual 

report. This means your organization must (1) have access to material 

f inancial information, and (2) be able to disclose this information on a rapid 

and current  basis. 
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As amazing as it seems, it  has been our experience that many organizations 

really have no idea how  they are performing f inancially or strategically in 

real-t ime. They have not taken the t ime to identify crit ical strategic 

elements in their organization, nor have they built  them into an automated 

system for constant review . Instead, most companies rely on paper 

systems to track and report this information, often many months after the 

fact. This approach is simply not  acceptable, nor support ive of SOX 

requirements. 

QPR Integrated Management System Softw are uses an intuit ive w eb-based 

interface to communicate real-t ime crit ical f inancial and strategic 

information. Financial scorecards can be constructed w ith measures that 

aid target-sett ing and performance measurement in areas crit ical to 

f inancial performance and SOX compliance. Because of the f lexibility and 

simplicity of maintaining multiple ñscorecardsò in QPR ScoreCard, you are 

able to customize the applicat ion specif ically for monitoring section 409 

metrics and disclose them in real-t ime. The performance management 

concept built around ñscorecardsò supports planning and implementation by 

federating the act ions of all parts of an organization around a common 

understanding of its f inancial goals and requirements. 

 

 

 

 

Financial Scorecard View  

 

 

Financial Analysis View  


