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§ The Sarbanes-Oxley Act of 2002 (SOX) represents the most significant 
reform to securities law in recent history. 

§ Corporate scandals have caused general investor confidence to wane, and 
regulators have lost confidence in management and boards.

§ In response, regulators have instituted new rules requiring public companies 
to establish controls and procedures to ensure they are alerted to important 
information, and for top management to personally certify that steps have 
been taken, bringing financial governance issues into the spotlight.

§ The Act is meant to restore confidence in public financial reporting and to 
establish direct accountabilities with senior officers for non-compliance.
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§ The Act was signed into law by President Bush on July 30, 2002 which 
created:

• New financial reporting requirements for issuers;

• New criminal laws relating to corporate conduct;

• A new Public Company Accounting Oversight Board; and

• New auditor independence restrictions.

The Act mandates corporate governance reforms and enhances the role and 
independence of audit committees.

Good internal controls are not just a best practice…the Act reinforces them into 
Law!
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Section 302 - Management (CEO/CFO) certify periodically (at CIBC, quarterly) that they:

− are responsible for establishing and maintaining disclosure controls and procedures (DC&P),

− have designed DC&P to ensure specified information is made known to them,

− evaluated and reported on the effectiveness of those controls and procedures as of a date within 
90 days of the report filing.

Section 404 - Management must report to shareholders that:

− The company has documented and evaluated the effectiveness of internal controls and 
procedures for financial reporting.

− The company has completed a formal testing and self assessment of the effectiveness of such 
internal control structure, procedures and assertions thereon.

§ In addition, the External Auditor must attest and report on management’s assessment

Management must certify both disclosure controls and 
internal controls over financial reporting

Management must certify both disclosure controls and Management must certify both disclosure controls and 
internal controls over financial reportinginternal controls over financial reporting
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§ Internal control deficiencies take time to identify and resolve

§ Potentially a “qualified” external auditor attestation could lead to:

• Increased CDIC premiums for financial institutions

• Reputational risk, potentially impacting share price

• Increased scrutiny from OFSI and other regulators

• Potential capital consequences if SOX 404 reveals process deficiencies

What is the risk of failing to act?What is the risk of failing to act?


