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Envy of the World

 High standards = Investor trust High standards  Investor trust

 Builds confidence among Clients & Builds confidence among Clients & 
Governments

 Higher valuation

 Globalization
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Standards Boards

 Quality Quality

Proactive to improving operations

 Accounting Accounting

Reactive to business failures
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Quality

 1800’s U K inspections 1800 s U.K. inspections

 World War II

 1970’s TQM
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Evolution of Quality Standards

1947 ISO f d d i G 1947 ISO founded in Geneva

 1968 NATO 1968 NATO

 1973 British Defense

 1979 BS5750

 1987 ISO 9000
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Globalization

 Facilitate international exchange Facilitate international exchange

 Confidence that products & services 
would integrateg
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ISO 9001

 Continuously looks at organization Continuously looks at organization 
processes to improve and keep 
currentcurrent.

 Certifies consistent business 
processes are being applied.p g pp
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Laissez-Faire Accounting

 The Bankruptcy Act of 1831 in the U K The Bankruptcy Act of 1831 in the U.K.

S d l f th 1920’ Scandals of the 1920’s

 British Steamship Company

 New Deal Takeover
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SEC

 Regulate financial marketsg

 Financial Accounting

 Created CAP to regain public trust

 “GAAP”

 APB
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FASB

 1973 Desperate move 1973 Desperate move 
to prevent takeover of accounting
standards by U.S. Governmenty

 Independent of AICPA

G t l Generate rules --

Establish standards of 
accounting & reporting
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FASB

 Keeps standards current Keeps standards current

 Improve understanding of financials

 Issues

Exposure draftsExposure drafts
Final FASB Statements
Statements of conceptsStatements of concepts

 Independent of business & government
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SOX

 Recent scandals Recent scandals

 Sarbanes-Oxley Act of 2002

 Section 404

$1 Trillion$1 Trillion

 Unconstitutional ?
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FASB 2006

Management & Operational reports Management & Operational reports

 Looking at basis for decision making Looking at basis for decision making

 Latest PCAOB atest PCAO
prioritizes risk assessment vs. coverage

R i dit t d t d Requires auditors to understand 
work of others
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Benefits of SOX compliance

 Investment opportunitypp y

 Competitive advantage

 Common language across all functions & 
organi ationsorganizations
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Benefits of Standards

 Investor confidence Investor  confidence

Cost of capital

Financing

Mergers & Acquisitions
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Summary

Standards = Healthy CompanyStandards = Healthy Company

All functions are stewards of 
creating value to stakeholders
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