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CC)NTROLLERS
EuroSOX Adoption Perspective
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Source: www.eurosox.dk © 24 month adoption period.
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CC)NTROLLERS Perspectives in the 4th, 7th and
8th Directives

e 4th directive 78/660/EEC « Safeguard shareholders' investments

— Annual Accounts of specific type

of companies « Effective Corporate and IT Governance,

internal controls and risk management

e 7th directive 83/349/EEC * Increase in disclosure requirements

— Consolidated accounts « Establish audit committees

— Improving corporate governance.

— Strike the balance between the benefits of

o 8th directive 84/253/EEC additional requirements
i : - _  Strike the balance betw ts and
— Auditor and audit committee ounike the balance between costs a
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CCDNTROLLERS EuroSox Perspectives

« Changes in the 4th and 7th accounting directives of 14th July 2006, form the
basis of EuroSox.

— Publicly traded companies must disclose risk management activities in the annual report
« The disclosure must contain information and methods with regards to:

— Principle elements of the risk management system

— Principle elements in implementing internal controls initiatives

— Exemptions related to national regulations

— Description of the Corporate Governance codex F'

« Companies with consolidated annual report must

— Disclose information on established systems to mitigate risks & control initiatives.

« The directives results in an intensified disclosure from management. A full
certification from the auditors is still not in the compliance pipeline. However,
the management is responsible to disclose a report that reflects a 'true picture’
of the situation in the company.
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CC)NTROLLERS Perspectives in the 4™ and 7th
Directives

» Indicate the Corporate Governance codex the company will follow.

« State the dimensions of the Corporate Governance codex that is observed
(comply or explain)

 Describe the internal control environment and risk management initiatives

 Following companies have to comply.
— Companies noted on the stock exchange

— State owned (public interest) and Public limited companies that in two consecutive fiscal
years fulfill the following criteria:

o« 2.500 employees
« Balance sheet of 5 billion dkk or

« Net revenues of 5 billion dkk.
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CEDNTROLLERS A Proposed Model perspective

EGAOB
sets standards

Prepare
For Audit

Compan Auditors
The 4th, 7th ‘and pany

8th directives
Establishes broad
guidance and
empowers ...

Quarterly Audit

Report on disclosure None
controls and procedures

EU Member states

to set rules

Annually Audit
Report on internal Yes
control over financial
reporting

I The segregation of duties and responsibilities between

I EGAOB, statutory bodies in EU member states, and
corporate management are under review based on

| self-regulation.
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CC-DNTROLLERS
Member States Adoption Perspective

Adoption of the directives

In 25 member parliaments

28.09.2005:
Acceptance by European parliament and 4Q
European council (compromise proposal to the 8. 2005
EU directive)
: : - 2-3Q
A final adoption of the EU directives are approved 2006

in the 2" and 39 quarter of 2006.

The period of transformation in national law will 2Q
be 24 months according to article 53, 8 1 2008
(modification proposal of EU parliament)

Adoption of the changes to the 4th and 7th 3Q

directives 2008

Full Compliance 2009
Accounts

Based on current publications by the EU parliament. An exactly timeframe can be presented once the EU
directives are adopted in a final version by the member states.
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CCDNTROLLERS Differences perspective

« PCAOB « EGAOB

« COSO e Turnbull, COSO.
 Rule based e Principal based

« USGAAP « IFRS

« Comply or die « Comply or explain
e Certification  No Certification?
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CCDNTROLLERS Framework perspective

« COSO
— Integrated internal control framework for compliance related to financial reporting
» business ethics, effective internal controls and corporate guidance
» provide a baseline to establish a control structure
* identifying financial reporting good practices and references

« COBIT

— Source for good practices for governing IT

— Control objectives for IT largely based on ITIL
 Manage changes
» Define and manage service levels
» Manage the configuration
« Manage problems and incidents
* Monitor the process

 |[TIL

— Library of books that documents best practices for IT service management.
— The IT Governance Institute (ITGI) recommends using CoBiT and ITIL
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C(DNTROLLERS Practical Perspective

« Obtain management buy-in and ownership at all levels of the organization
* Incorporate directives (EuroSox) in management/governance processes

« Identify/Verify Internal Controls and IT Governance

— Design and effectiveness of operational and IT internal controls environment
— Establish a clear risk management policies and control strategies
— Prepare a report for the company’s risk management, including significant risk areas.

— Report includes procedures and action plans to eliminate, reduce, divide or accept risks.

Understand the Compliance issues and monitor continuously
— Avoid audit committee overload

— The documenting process is time consuming
— Avoid extensive and complex controls

— Implement standard execution of tests
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CC)NTROLLERS

ICGDNTROLLERS Aps

www.eurosox.dk

Courses, Conferences &
Seminars

www.eurosoxinstitute.eu
www.soxinstitute.eu
‘www.copenhagencompliance.com

Compliance IT-Services
www.compliancecontroller.com
www.documentcontroller.dk

Consultancy
www.grccontrollers.com
www.businesscontroller.eu

! The EuroSox Institute

ComplianceController

i Offers a set of Compliance training
| Courses and workshops. Primary focus

ozcm

THE

! The EuroSox Institute

SEX INSTITUTE

Offers a complete compliance portal
server solution that provides support

CE?=T§NTROLLER

]
' DocumentController

E Offers a set of Compliance training
| Courses and workshops. Primary focus

THE SGX INSTITUTE

i Offers a compliance portal server
| solution with an emphasis on

DOCUMENT
C(=)NTROLLER

! GRCControllers

|
| We are a project-based professional
i services firm specialising in the areas

GRCCOGNTROLLERS

! GRCControllers

i We provide experienced and high-
| caliber accounting, finance,

BUSINESS
CONTROLLERS

About us
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DANSK MANMAGEMENT RAD

CC-DNTROLLERS Aps

Kersi F. Porbunderwalla
Managing Partner

CCDNTROLLERS Aps Tel. +45 21210616
Hvidegardsparken 14 web: www.eurosox.dk
DK-2800 Kgs. Lyngby mail: info@eurosox.dk
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CC-DNTROLLERS
Disclaimer

« This presentation, its contents and the ideas therein contained, are the sole
property of Controllers ApS and may not be copied, translated or
distributed without the prior written consent of Controllers ApS.

« The information contained in this presentation/ documentation is provided
for informational purposes only. While efforts were made to verify the
completeness and accuracy of the information provided, it is provided “as
IS” without warranty of any kind, express or implied.

« Controllers ApS shall not be responsible for any damages arising out of the
use of, or otherwise related to, this presentation/documentation or any other
documentation. Nothing contained in this presentation/ documentation is
intended to, nor shall have the effect of, creating any warranties or
representations from Controllers ApS (or its suppliers or licensors)

« Controllers ApS does not provide legal, accounting or audit advice or
represent or warrant that its services or products will ensure that client is in
compliance with any law.
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