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SPECIAL IssUE: Internal Control
The Background of Japanese SOX and the Impact of Internal Controls

Many discussions are taking place regarding the understanding of internal controls based on
Japanese SOX and the specific countermeasures to be taken. Attention is apt to be focused on a
situation where documentation workload becomes a voluminous and heavy burden on
enterprises. However, it is possible to view the internal controls in a positive light, as effective means
of process management that will lead to more efficient business operations and the
maximization of enterprise value of the group as a whole.

When the introduction of the Sarbanes-Oxley Act (SOX Act) is considered, it is necessary to fully
understand the present status of the environment in which Japanese enterprises exist. The
points to be emphasized are “the globalization of the Tokyo Stock Exchange”, “the changes
occurring in the consciousness of employees and the retirement of the postwar baby-boom
generation”, and “enterprise management on a consolidated basis”. These should be addressed
regardless of the existence of the corporate reform act and are closely related to the
improvement of the internal controls.

In addition, it is expected that the degree of difficulty of the documentation work for the internal
controls will vary from enterprise to enterprise. Therefore, early efforts on this will be particularly
effective for those enterprises which expect a large documentation workload.

The impact of the internal controls will extend to wide areas of enterprise management. They will
be especially effective for the establishment of process governance in enterprise groups.
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