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Public and Private Company Controls Standards: Sarbanes-Oxley Act and PCAOB
Accounting regulatory authorities such as the Security Exchange Commission and Public Company Accounting Oversight Board have the biggest roles in regulating auditing policies and practices within organizations that trade publicly. For organizations that operate privately, going public may pose extreme challenges related to loss of the organization’s financial monopoly and executive decisions for the auditing rules are deep and cutthroat. This paper is a demonstration of what publicly traded companies face in remaining streamlined to the audit guidelines of Sarbanes-Oxley Act and Public Company Accounting Oversight Board, PCAOB standards. It is also a response to CEO Jean’s case scenario that that relates to the dilemma that crops up in going public by a private entity. All the changes required in internal control for the companies that aim to go public are also discussed in in-depth.
How the Sarbanes-Oxley Standards may Affect the Audit
Sarbanes-Oxley Act may affect the audit system of a company that was initially run privately to loss of internal control systems of the company. In a privately owned company, decisions dealing with the financial statements, operational leadership styles and reliability of financial reports are determined by the founder of the business or the CEO of the corporation. In many cases, privately owned firms select preferred auditors to carry out the auditing process that favor such corporations (Westermann, Cohen & Trompeter, 2019). This is an unlikely case in regard to public companies that the Sarbanes-Oxley Act will affect. Public traded companies are examined critically using independent and qualified auditors to report effective and actual financial standings of companies. The set Sarbanes-Oxley Act can impact negatively on the company that relied on either internal audit practitioners or company preferred auditors.
In addition, the Sarbanes-Oxley Act positively affects the audit as it means well for the investors. The Act was formulated in the year 2002 to protect public investors from unethical financial audit reporting standards. Gorshunov et al. (2020) looks at the Act and applaud that the actual financial image of the towering companies shall stand as they internally are aligned. In elaboration, these authors stipulate that the wanton irregularities in the financial rating of companies are over. The Act is to protect the investors from going into an economic recession as had been witnessed in 2007-2008 in the American real estate industry. In a nutshell, the auditors are bound to receive accountability for their venture opportunities.
Changes in Internal Control Responsibility as a Result of Complying with Sarbanes-Oxley Act and PCAOB Standards
Complying with the set Sarbanes-Oxley Act and PCAOB Standards will change the financial appropriation roles of the company to be regulated by external auditing authorities other than the company’s chief executive officer and the board of directors. Whereas going public envisages a lot of opportunities, CEO Billy Jean and his company will incur substantial costs in implementing the prescribed auditing procedures by both Sarbanes-Oxley Act and PCAOB standards (Westermann, Cohen & Trompeter, 2019). The comparison of costs between hiring non-partisan independent and external auditors to audit for quarterly, seminal and annual financial reports is higher than the costs in privately traded companies. The impacts of issuing such costs may only add up to the liability accounts of the company. Even if the CEO Billy Jean decides to go on to register the company as a publicly traded corporation, it will remain unbalanced in other internal control areas of the business such as compliance with law in product price carping as demonstrated by Chhaochharia et al. (2017).
The Sarbanes-Oxley Act stipulates that companies will have to delegate certain organizational internal control responsibilities to an external auditor if the company is to go public. The auditor, in this case, is expected to carry out the assessment of the organization’s systems such as previous filing or documentation of financial reports as opposed to the traditional approaches that left the role to chief financial officers like depicted by Krishnan, Krishnan & Song (2017). When an organization issues out its financial reports ranging into a period of five years, the organization’s leadership remains more like appendages of the regulatory systems. This concept derails development and investment approaches that could otherwise bring impeccable investment results to the company. In addition, there are some organizations that not attain terminal goals and objectives. These companies would not meet the stipulations put out by Public Company Accounting Oversight Board as compiled in the reports of PCAOB (2007).
Changes Needed in Internal Control Once the Company Becomes Public
In my view, when the company becomes a public entity, it should definitely create a culture that is aligned to the systems and standards put in place by the Sarbanes-Oxley Act and PCAOB Standards. The company must create a portfolio that is branded to supersede unethical financial practices. The organization must also be able to use relevant objective evaluation methods that positively complement financial performance. For instance, using methods such as Management by Objectives would be significant in achieving internal accountability from every member of the organization.
Furthermore, I believe that when the company becomes publicly traded, it should create an independent office that engages all the company's internal control systems. This will provide the external auditor with tools of comparison when filing financial audit reports and objective reviews. Internal audit practitioner will be responsible for assessing the quality control in the organization before actual external auditing takes place as advised by Chu & Hsu (2018).
Conclusion
Accounting standards set out by the Sarbanes-Oxley Act and PCAOB are meant not only to protect the public investors but also to improve the financial accountability exercise. In relation to the set codes of conduct in accounting, ethical approaches to finances and other internal control measures are fundamental requirements. Privately owned firms should also practice these principles and regulations to ascertain the benchmark review needed for quality compliance. The greatest tasks are to be performed by the auditors in accordance with professionalism and integrity.
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