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The Sarbanes-Oxley (SOX) legislation may provide companies 
with unintended benefi ts to improve them selves.  CFO’s should 
use SOX to accomplish the following secondary ben e fi ts:

•   Create a stronger tie between the Finance and IT 
De part ments

•   Use the documentation process to improve busi ness sys tems 
and eliminate errors

SOX may be the most signifi cant fi nancial legislation that has 
been passed since the launching of the Se cu ri ties and Ex change 
Com mit tee (SEC) in the early 1930’s.  Recent events (Enron, 
Worldcom, 
Adelphia etc.) 
have prompted 
congress to step 
in and enact leg is la tion that puts teeth into the sanc tions for 
vi o lat ing the public trust.  SOX exacts a harsh penalty for non-
com pli ance.  CEO’s and CFO’s can spend as many as 5 years 
behind bars and pay fi nes up to $20 million if they know ing ly fi le 
mis lead ing doc u ments with the SEC.  Those pos si bil i ties will get 
most peo ple’s at ten tion.

There are three sections in SOX that require public cer ti fi  ca tion 
by the CEO and CFO.  These sections are 302, 404 and 906.  
Sec tions 302 and 906 are cur rent ly in ef fect and relate to 
a certifi cation on the accuracy of the reported fi  nan cial 
in for ma tion.  These sections merely emphasize SEC re quire ments 
that have pre vi ous ly existed and compliance has not been 
a sig nifi   cant issue.  Certifying to the accuracy of fi  nan cial 
in for ma tion has long been required of the CFO and CEO, 
although SOX has specifi cally de fi ned penalties for non-
com pli ance.  The section that is caus ing the most confusion is 
404.  This section re quires man age ment to assess the system of 
internal controls and dis close all de fi  cien cies.  It also requires 
the doc u men ta tion of a com pa ny’s systems of internal con trols.  
The vague ness of the lan guage in this section has caused its 
im ple men ta tion to be delayed twice.  It is now effective for year-
ends start ing after 11/15/2004.

When CIO’s installed ERP systems in the 80’s and 90’s, they took 
something away from the CFO’s – fi nancial controls.  Manual 
audit trails and detailed accounting schedules nec es sar i ly were 
replaced by bits and bytes inside CPU’s.  Now that SOX requires 
the CFO to sign off on these fi nancial controls there is a frantic 
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Avoid Losing a Sol id 
Candidate!
Hiring managers are facing 
a more diffi cult challenge in 
iden ti fy ing viable candidates.   
In the recent past, a can di date 
who had several years of ex pe -
ri ence would often at tempt to 
hide their age by eliminating 
dates of em ploy ment and edu-
cation from their re sume.  Now, 
they are often being coached 
to eliminate dates of em ploy -
ment for jobs held greater than 
a mere 10 years ago.  Many 
of these can di dates are also 
re mov ing early career jobs 
(in their en tire ty) from their 
resumes.  And if their career 
spans more than 10 years they 
are also fre quent ly removing 
dates of graduation re lat ed to 
educational mile stones they 
have achieved.  

Why does this trend make it 
more diffi cult to fi nd a good 
candidate?  Consider the 
following scenario.  Pic ture 
yourself as the CFO of a pub-
lic company who each day is 
dealing with the reality of Sar-
banes-Oxley regulation.  You 
need to hire a new Con trol ler.   

"CFO's should use SOX to ac com plish... 
secondary ben e fi ts."
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During the last year, we have seen 
the At lan ta offi ce market bottom out, 
then begin a slight recovery in recent 
months. The pos i tive absorption in the 
market is driving the va can cy rates lower, 
de creas ing the num ber of subleases 
available, and turning the tide on the 
lease rates. After long pe ri ods of decline, 
the lowest rate was reached, and we are 
fi nally seeing a slight increase in the rental 
rates.

Vacancy rates are still at unusually high 
levels (20% for class A space, and 15.5% 
for class B space). In this environment, 
sig nifi   cant con ces sions are nec es sary to 
attract new ten ants. Here are some of the 
con ces sions we are seeing:

Free Rent: 1 month free for every 1 year 
term of a lease. (5 months free on a 5 year 
lease).  Large tenants with excellent credit 
are re ceiv ing dis count ed rates and up to 
one year of free rent on longer term leases.

Build Out Allowances: Landlords are 
build ing out space to meet customer 
needs, rather than quoting specifi c 
allowances. Credit worthy ten ants can 
expect a turn key build out of offi ce space.

Flexible Occupancy Dates: Landlords are 
more willing to be fl exible on occupancy 
dates, therefore allowing tenants to 
ne go ti ate further in advance.

Opportunities 

With rental rates beginning to rise, there 
are sig nifi   cant opportunities to lock in the 
low rates currently in the market. Many 
com pa nies have taken ad van tage of 
these low rates by re ne go ti at ing their 
leases (even though they have one or two 
years remaining on their current leases). In 
some cases, com pa nies were able to give 
back a per cent age of their space after 
re ne go ti at ing. 

By taking a company into the market 
early, Bench mark Resources strength ens 

Opportunistic Market for Tenants

its bar gain ing po si tion with the existing 
land lord, as well as other po ten tial 
land lords. We ne go ti ate free rent 
com po nents, build out al low anc es, 
moving al low ance, etc. If the company 
chooses to remain in the current space, 
we can use this in for ma tion to negotiate 
the best business terms with the existing 
landlord.

We recommend that our clients get into 
the market at least a year prior to the 
expiration of their current leases. This 
provides plenty of time to see all the 
opportunities in the mar ket, compare 
various pro pos als, build out the space, 
and to ensure that each company gets 
the best-negotiated deal possible.  Some 
recent examples of how it works:

Example 1:

Company A had 18 months left on their 
lease, and wanted to take advantage 
of the low rates. The com pa ny had been 
paying $27.00 per square foot, and was 
able to negotiate a $21.00 per square 
foot rate on a 10 year deal. Company A 
decreased its space by 35% to match its 
reduced needs, and received a check 
from the land lord for $20.00 per square 
foot in build out allowance to enhance its 
space.

Example 2:

Company B had 30 months left on their 
lease and had grown so quickly that 
their offi ces were spread throughout the 
entire building.  They had 24,000 square 
feet and a need to grow.  We were able 
to fi nd a landlord who was willing to buy 
out the liability on their existing lease 
(close to $1 million), offer them a $22.00 
rental rate (which was a $1.50 reduction 
per square foot), and  provide a free 
rent component. The new space will 
accommodate their future growth.

– David A. Payne, Benchmark Resources
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 Indirect Expense Management – So What?
We all know what indirect expenses are – basically any expense that does not fall into direct 
costs of a prod uct or service.  The challenge is that many of these costs are considered “fi xed 
cost” or “local administrative cost” and no one has the responsibility to routinely review invoices 
or aggressively pursue cost reduction efforts.  Every function has pockets of this expenditure and 
assumes someone else is controlling the total cost.

Aberdeen Group reports as much 
as 50% of a company’s total 
ex pen di tures are in the indirect 
category. Consider:

  How much is 50% of your 
payables? 

  Are you over-paying?  

  Are processes documented and 
con trolled? 

  Are you in compliance with SOX?

According to CFO Research Ser vic es, 
reducing indirect expenses is tied with 
rev e nue gen er a tion for improving the 
fi nancial health of your business.  

The challenge is how to manage these 
ex pens es and the ongoing process.  We 
believe the process of In di rect Expense 
Man age ment™ is a dis ci pline within 
itself.  This requires special busi ness 
knowledge and expertise.  Areas to 
start?

  Are healthcare cost increases 
creating serious issues? We have 
identifi ed how it is possible for 30-
50% cost reductions while im prov ing 
em ploy ee participation.

  Are your telephone and data 
bills cor rect?  In eleven years of 
ex pe ri ence, 86% of cor po rate 
telecom in voic es were er ro ne ous.  
Ab er deen Group cites that “7-12% 
of telecom services charg es are in 
error.”

  Are you over-paying for IT Services, 
Soft ware, Utilities, Telecom…?  We have un cov ered an nu al savings from 10-30% in these 
cat e go ries.

  Do you qualify for the Georgia Job Tax Credit Pro gram?  If so, 50 new employees could ex ceed 
$650,000 in tax credits.

– Jim Villwock, KJV Group. Inc.
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You are ul ti mate ly re spon si ble for the integrity 
of the fi  nan cial statements, and you need to 
hire a Con trol ler that you can trust to deliver 
ac cu rate and timely fi nancial in for ma tion.  
Fail ure to do so can result in sig nifi   cant fi nan-
cial pain to you the Company, and its share-
 hold ers.  A candidate for that position submits 
a resume that you believe might not be rep-
 re sent ing the whole truth about his career.  
Would you con tin ue the interview process with 
that can di date?  

Based on the historical presumption that a 
candidate who removed dates was trying to 
hide their age or sig nifi   cant gaps in em ploy -
ment, most hiring man ag ers would in stinc tive ly 
discount the candidate as not being forth right, 
and dis con tin ue the interview pro cess.  Al-
 though I believe that every can di date should 
take per son al responsibility for their work prod-
 uct (in clud ing the resume that they submit), 
there is not a single stan dard for the writing of 
a perfect resume.  Many peo ple who claim to 
be experts in the art of resume writing create 
con fu sion in the mind of po ten tial employers.  
One way they do this is by creating re sumes 
that elim i nate ref er ence points to the dates 
and locations of specifi c ac com plish ments.  

Before you consider eliminating candidates 
- con sid er an alternative approach.   Post a re-
sume format doc u ment on your website.  You 
are more likely to receive resumes for mat ted 
the way you like to see them, and you reduce 
the risk of eliminating qualifi ed can di dates.  
During a time of increasing diffi culty in iden ti -
fy ing viable candidates don’t disqualify a solid 
candidate because of differences in style of 
their resume advisor.  

– Michael P. Levine, Robert Half Management Re sourc es

effort to manually document these bits and 
bytes.  CIO’s are feeling that CFO’s are using 
SOX as a power play to regain some of their lost 
authority and freeze them out of the process.  A 
survey by Gartner showed that among 75 public 
com pa nies sur veyed just 63% in volved IT in the 
SOX decision-making pro cess.  CIO’s are people 
too and they are feeling that a wedge is being 
created by the ac coun tants to get control of the 
business again.

In reality, there has never been a time when 
CFO’s and CIO’s need each other more.  While 
it is the CFO that is specifi cally identifi ed in 
SOX as the person that must certify as to the 
ad e qua cy of a company’s internal con trols, it 
has become the prac tice in most companies 
that major de part ment heads (particularly CIO’s) 
are required to sign sub-cer ti fi  ca tions as to the 
adequacy of internal controls in their areas.  
While these sub-cer ti fi  ca tions may not have SOX 
liability, they cer tain ly can lead to con se quenc es 
within the cor po rate or ga ni za tion.  

Both the CFO and CIO must also band to geth er 
when dealing with outside consulting forces.  
In particular, the CFO is being bom bard ed by 
out side accountants and other consultants 
about services the company must have (and 
pay for) to comply with SOX.  Since com pli ance 
with Section 404 is not required until later this 
year, nobody knows where the safe-harbor exists.  
The CFO must evaluate the true needs of the 
com pa ny.    While no one wishes to be among 
the test cases for SOX, it is also im por tant not 
to over-doc u ment since this might only result in 
opening doors that are best left shut.

There is no question that systems of internal 
con trol will need to be more fully doc u ment ed 
to comply with SOX.  Many com pa nies are 
taking a shotgun ap proach and creating this 
doc u men ta tion as if it were a nec es sary evil 
without taking a more stra te gic ap proach.  The 
results of these compliance efforts can be useful 
to not only meet the re quire ments of SOX but 
can also be used to update and improve the 
internal control systems.  

SOX is here to stay.  Companies can either 
grudg ing ly make efforts to comply or use this 
as an opportunity to create bridges between 
de part ments and improve their overall sys tems.  
It’s your choice.

– John Casey, KJV Group, Inc.
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The CFO Advocate Newsletter is designed to provide 
articles of interest. Please let us know of topics you would 
like to see in future editions.
The next edition lead article will be on new sav ings trends 
in Healthcare.
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