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Abstract. The Euro-integration vector of Ukraine economic development and business in the open economy zone expands
the economic and social potential of domestic enterprises and requires the formation of a reliable information environment
to ensure the corporate interests of their investors (in the first) and other users of information (in particular). Today, corpo-
rate fraud is the most widespread form of economic crime in Ukraine and the world, which affects about 48% of domestic
enterprises. The study attracted substantiated attention to the negative tendency towards the growth of economic crime in
Ukraine, which in the end focuses on the fact that domestic business should apply a set of measures to withdraw part of
the business from the “shadow economy”. As a result, such measures will help increase the attractiveness of Ukraine’s busi-
ness investment. The study systematized and analyzed the progressive experience of developed countries, in the first place,
the United States, in the fight against economic fraud. The study provides all grounds for asserting that it is quite feasible
to achieve the tangible reduction of economic (financial) fraud with preventive measures (which is rather quick and effec-
tive). It is proved that the lack of aspirations of the enterprise management to overcome fraud leads to the formation of new

money laundering schemes, and not control mechanisms — prevention of opportunities for committing fraud.

Keywords: audit, compliance-audit SOX, financial control, fraud, internal audit, internal control, SOX.

JEL Classification: C58, F30, G38.

Introduction

The European integration vector of Ukraine’s develop-
ment, declared in the Agreement on the Association
between Ukraine and the European Union, significantly
expands the potential of domestic business entities to the
open international market. It substantially increases the
requirements for the quality of financial reporting of a
business that are subjects of public interest and obliges
them to implement a system of internal control aimed at
protecting the interests of investors from corporate fraud
as the main problem of the world level, which impedes
the formation of a favorable business environment and
economic development of the country as a whole.

The modern economy is characterized by open access
to large amounts of information. Today, openness is per-
ceived by users of information as a sign of reliability. The
desire of enterprises to enter new markets, exchanges, to

implement M&A agreements are imperatives of innova-
tion in the economy. The dynamics of these processes con-
tribute to the formation of new approaches to the manage-
ment of large and complex entities. And the larger and
more complex (and especially networked) they are, the
greater the threat of failure to identify the internal negative
potential of the enterprise associated with the so-called
“human factor” - fraud. The enlargement and complexity
of the organization of enterprises and corporations make
the issue of preventive audit and internal control much
more relevant, which not only establish the fact that such
abuses have occurred, but also allow for the development
of preventive, preventive measures for their occurrence in
the future. Therefore, in the context of today, preventive
audit and control are much more in demand from equity
holders and stakeholders, rather than retrospectively.

The firstly need to solve the problem of corporate
fraud has faced the United States in 2002. As a result,
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the act of Sarbanes-Oxley (2002) (hereinafter referred to
as SOX) was signed. The need for the act was due to a
number of large scandals related to corporate governance
and accounting in large corporations. These scandals cost
investors billions of dollars when stock prices of affected
companies collapsed and shocked public confidence in the
US national securities market.

According to the SOX act (Paletta & Alimehmeti,
2018), which defines specialized requirements for com-
panies whose shares are traded on international stock ex-
changes, an important determinant of effective manage-
ment and compliance with internal policies and proce-
dures is the monitoring and testing of the internal control
system. One of the key benefits of SOX audit is protecting
the interests of investors by confirming the reliability of
the control environment of the enterprise where the funds
are invested. It is also important to note that the SOX au-
dit serves as a tool for increasing the stock price of stock
exchanges.

Fraud in the economy is appropriate to consider on
two sides: the current (national) legislation and as a cat-
egory of audit, which is substantially different from fraud
or error by several criteria. These include: the size of the
violation, the intent (intentionality or accident), the num-
ber of related parties, the frequency (or severity).

Among the world’s most popular corporate fraud
protection measures, there are an internal audit system
(Boskou, Kirkos, & Spathis, 2019) and an internal control
system (Oussii & Boulila Taktak, 2018; Paletta & Alime-
hmeti, 2018) whose work mechanism needs to be con-
tinuously improved. The internal audit is perceived as a
process, effected by employers and employees in order to
provide the achievement of objectives relating to appropri-
ate reporting and maintaining financial control (Boskou
et al,, 2019). So, it is necessary to ensure good coordina-
tion, timely reporting and continuous quality control and
meeting of the public complaints (Gamayuni, 2018). The
internal control systems is an important mechanism in as-
suring the growth of the responsibility of senior managers
and the reliability of financial statements (and nonfinan-
cial information necessary for the better understanding
of market) (Oussii & Boulila Taktak, 2018) that leads to
the better market competition (Cohen, Krishnamoorthy,
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& Wright, 2010; Khlif & Samaha, 2016). The use of these
measures leads to the evaluation of the efficiency of activ-
ity and to the ensure of continuous improvement.

One of the areas for improving the reliability of the in-
ternal control system is its assessment of compliance with
the Sarbanes Oxley Act (known worldwide as SOX). That
is why, for the national practice of audit, today’s problem
issues is the formation and enforcement of a single regula-
tory document, which would include a series of measures
aimed directly at counteracting the occurrence of fraud in
Ukraine. In turn, the next changes introduced in the Law
“On Audit of Financial Statements and Audit Activities” in
Ukraine provide only certain measures that can be aimed
at combating fraud, which is massively present in the ac-
tivities of domestic business.

1. Literature review

The Sarbanes-Oxley Act (SOX) was issued as a response
to the government errors and ensuing issues that required
quickly and qualitative solutions and therefore promotes
new requirements for auditor independence while ensur-
ing and improving the quality of audit and non-audit ser-
vices (Chu & Hsu, 2018). The main idea of the SOX is
to improve the performance of corporate executives, to
discipline the activities of companies and to promote us of
innovation in their activities. This is to reduce fraud and
violations due to the implementation of deeper internal
control with particular emphasis on accountability (Gu &
Zhang, 2017).

The act covers key areas such as corporate govern-
ance and disclosure standards that affect all organizations
(Bhabra & Hossain, 2017). Researchers (Reza, 2018; Pren-
tice, Bills, & Peters, 2019; Stewart, 2019) reveals the most
important 11 areas of SOX act. It is the benefits plan’s fi-
nancial statements and related auditor’s opinion. Such a
benefit plan provides a unique set of the potential benefits
provided by the financial statement auditor and can influ-
ence auditor choice.

Figure 1 presents the major elements in the act. Here
are 11 sections of SOX act (Reza, 2018):

1. Public company accounting oversight board.

2. Auditor independence.

Studies and reports Auditor independence Corporate responsibility Corporate tax returns

Analyst conflicts of Commission resources
interest d authorit
mere THE SARBANES-OXLEY aneanmony
. ACT

P Ubh‘? company | v * White-collar crime

accounting oversight penalty enhancements

board
Corporate fraud and Corporate and criminal fraud Enhanced financial disclosures

accountability accountability act of 2002

Figure 1. Sections of the Sarbanes-Oxley Act (Reza, 2018)
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Corporate responsibility.

Enhanced financial disclosures.

Analyst conflicts of interest.

Commission resources and authority.

Studies and reports.

Corporate and criminal fraud accountability.

. White-collar crime penalty enhancements.
10.Corporate tax return.

11.Corporate fraud and accountability.

It follows that SOX includes various areas, so if each of
them would attract more attention, the results of the activ-
ity of each company should be better and the probability
of fraud would be smaller. Here also should be mentioned
the principles of the effects of SOX. SOX requires a more
careful filling of balance sheets and other financial state-
ments (Funchal & Soares Monte-Mor, 2016). The effects of
the SOX system occur in two ways (Saxton & Neely, 2019).
The first way is the reaction of organization to the effects
of the act, its determinants and the nature of policymak-
ing. The second way evaluates the effectiveness of SOX in
improving organizational ethics, regulation and account-
ing. The application of SOX depends on many factors:
company size, operating time, financing, accounting pol-
icy, management, debt, area and reporting requirements.

To sum up, the theme has been widely developed by
many authors. There are a SOX act and only some instruc-
tions for providing SOX audit, but in the scientific field,
there is no methodology of SOX audit. There is a lot of
general theoretical approach to financial control assess-
ment, risks and corporate investment management, but
no one study is connected with the main world act against
fraud. It follows, what the main purpose of this article is
to present the main approach of the SOX influence to the
avoidance of fraud.

© N U e W

2. Aim, methodology and data

There is a need for justification necessity of audit proce-
dures expansion by the procedures group that should be
based on SOX requirements. It is important to identify the
corporate fraud gaps and to promptly take all measures to
prevent their occurrence in the future. This will allow to:
- improve the quality and transparency of financial
reporting;
- improve the process of developing the reporting
practice standards;
- improve the internal control and audit in manage-
ment;
- increase of corporate responsibility and usefulness of
disclosure of financial corporate information;
To reach the bellow aim such goals were set:
- to analyze the level of economic fraud in Ukraine and
in the World;
- to identify the reasons which provide such level of
fraud;
- to analyze weather the national and foreign business
is adopted to the situation and how it could be solved
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taking into the account the best practice of the coun-
tries which are leaders of fraud struggle;

- based on the analysis to propose measures which will
be directed to the fraud struggle that should rise trust
level of foreign investors

The research is carried out using the following
methods:

- monographic - for generalization of theoretical and

methodological bases of formation of SOX audit;

- literature analysis and synthesis, induction and de-
duction - to raise the question of research, detail and
refinement of his subject;

— statistical - to operate and sum-up all provided in
the research data that is the main part of theoretical
hypothesis and their verification;

— system analysis - to clarify the essence of concepts;

- classification - analytical - for the classification of
information;

- graphic - for a visual and schematic representation
of theoretical and practical results of research and
questioning.

To get the research result it is very important follow
auditor professional opinion in the process of company
internal control assessment. Appropriating the score for
each sup-systems of internal control, auditor is managed
only by his professional opinion that is based on selected
auditor’s evidences due to the International standards and
Code of ethic of the auditors. In such level of the audit
the audit has to do operative analysis and depends on the
score should be ready to recommend to the managers
measures which should be implemented to the problem
solving and it’s prevention in the future.

3. Results

The SOX act has gained great popularity in the world.
After its successful implementation in the United States,
many countries on its base had adopted similar laws that
differed a little from SOX and were aimed against the key
economic growth problem - economic crime and fraud.
Soon, this practice has passed to all the advanced coun-
tries of the world, because information users (profes-
sional and unprofessional) needed to know who came to
the market, whether this counterparty is transparent and
someone with whom you can work together.

For the countries of the post-Soviet area, the full bor-
rowing of the norms of this law meant a radical turn of the
system of financial control in the country, therefore the
process of adaptation of a successful action to the domes-
tic economy practice of Ukraine wasn’t realized locally.

The urgency of SOX Act adoption in the United States
was determined by the fact that, despite the long process
of consideration and discussion of regulatory documents,
this act was adopted overnight. The reason for this was a
direct threat to the national security of the state.

The next step after the adoption of the SOX Act in the
United States was the desire of a business to withdraw or
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raise the value of their shares on the market, but for this
it was necessary to prove that their financial statements
fully correspond to real accounting data, and the inter-
nal control system is effective and customized prevention
of fraud, its operational elimination and provides for a
set of preventive measures which requires the formation
of priorities of the economic policy of revenue regula-
tion (Yeshchenko, Koval, & Tsvirko, 2019). The result-
ing criterion for meeting the requirements for entering
the stock exchange was the presentation of transparent
financial statements and an audit opinion, which con-
firms it.

Given that since 2002 the internal audit (permanent)
has begun to develop, and not the external audit (retro-
spective), there was an urgent need to analyze whether the
SOX act is actually implemented in practice.

World ™ Ukraine

Cybercrime

Fraud in the field
of personnel management

Fraud in the field

of procurement
Illegal appropriation
of property

Bribery and corruption

(=}

20 40 60 80 %
Figure 2. Types of economic entities crime (PWC, 2018)

World ™ Ukraine

Less than 100 000

I
1-5 million u
5-50 million -
More than 50 million
0 20 40 60 %

Figure 3. Fraud damage (PWC, 2018)

World ™ Ukraine

Fighting money laundering

Countering bribery and
corruption

Vulnerability to cyber attacks

Overall fraud risk assessment

(=)

20 40 60 %

Figure 4. Fraud preventing means (PWC, 2018)

According to the World Economic Crime and Fraud
Investigation in Ukraine in 2018, 48% of Ukrainian enti-
ties have suffered from economic crime and fraud during
the last two years (Figure 2)

Bribery and corruption (73%) are the leaders among
economic crimes that have been affected by organiza-
tions over the past two years, and top 5 also includes:
illegal appropriation of property (46%), fraud in the field
of procurement (33%), fraud in the field of human re-
sources management (33%) and cybercrime (31%) (PWC,
2018).

In an open economy, bribery and corruption are the
most significant economic crime for Ukrainian enterprises
in the near future.

According to the survey, 31% of companies reported
that their organization’s losses from the most significant
fraud cases amounted to more than $ 100,000. The United
States, while 12% of them reported losses of $ 1 million.
US $ 50 Million in the USA.

Fraud consequences - not only financial. Ukrainian
entities note that their reputation/brand (50%), relations
with business partners (42%) and interaction with regula-
tors (38%) were the most affected by economic crimes and
fraud. 58% of Ukrainian organizations reported worsening
professional ethics and employee behavior as a result of
the most significant cases of fraud (Figure 3).

Due to the results of the survey, a significant fraud
increase in Ukrainian entities committed by employees
(from 28% in 2016 to 56% in 2018), among which the pro-
portion of fraud committed by senior management also
significantly increased (from 27% in 2016 to 55% in 2018).

Also, Ukrainian respondents note that 67% of fraud-
sters are physical and legal persons close to the organiza-
tion: agents, suppliers and clients.

Despite the increased costs of combating economic
crime and fraud, a lot of Ukrainian entities still do not
deal with fraud prevention, but only react or defend when
the fact of fraud is already committed. Only 40% of polled
organizations in Ukraine conducted a general assessment
of fraud risks over the past two years. Every fifth organi-
zation (17%) did not carry out a risk assessment at all for
two years (Figure 4).

Also, the share of entities in Ukraine, which responded
with an official program of professional ethics and compli-
ance, decreased from 75% to 59%.

Given the analysis provided by the analyst on the de-
velopment of economic fraud in Ukraine, there are rea-
sons to state that a large share of the country’s economy
is in the shadows. In turn, such a mechanism of doing
business is not attractive to international investors, which
serves as the main problem for increasing the investment
attractiveness of the country, and the confirmation of this
is the unstable dynamics of international investment in
Ukraine (Table 1).

Under these conditions, international investors need to
use proven and reliable tools to prevent corporate fraud.
Under these conditions, an internal audit is the most reli-
able instrument of assurance for an investor. At the same
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time, the auditor’s assessment of the control environment
of the enterprise in accordance with SOX is a priority task.

Since internal audit is a relatively new field of knowl-
edge and therefore requires its own security which has not
yet been fully developed, internal auditors have widely
used SOX standards in practice that require management
from the organization to carry out and continuously mon-
itor the system for ensuring the effectiveness of internal
control over the preparation of financial statements. After
completing this requirement, the Internal Audit Depart-
ment (IAD) usually provides assistance to the manage-
ment. Therefore, by adopting the best practice, domestic
business entities began to form internal audit systems to
carry out only a controlling function.

Bilukha and Mykytenko (2005) argue that a clear state-
ment of the position regarding internal audit and its im-
peratives is determined by internal audit that solves the
following tasks for the client: the system of asset control
studies; checks compliance with control of the policy of
the entity; analyzes risk situations and prevents bankrupt-
cy; uses the know-how to increase the profit and efficiency
of the new technology; takes other measures that promote
the development of the business entity in business (Bi-
lukha & Mykytenko, 2005).

The refusal of an external audit, even if it is not man-
datory, may have negative social and economic conse-
quences for economic entities. Thus, in a survey of ex-
isting and potential investors, analyzing the causes and
consequences of the global financial crisis, 28% of them
acknowledged that the investments were not made due to
the poor quality of SLVA or its absence from the entity,
20% indicated that for obtaining Investments in the man-
agement of the entity were proposed to make changes in
the middle management’s management due to poor qual-
ity work or the absence of the IAD in the entity, and only
the implementation of these changes enabled the imple-
mentation of investment projects (EY, n.d.; Zakonodavs-
tvo Ukraini, 2018).

Those domestic business entities that already have
IAD in their organizational structure, if not on an ongo-
ing basis, then on an outsourcing or co-sourcing basis
periodically involve external auditors, which is con-
firmed by IFC data. Almost 60% of business entities at-
tracted external auditors periodically once a year, and
almost 30% of the respondents attracted external audi-
tors several times a year (Zakonodavstvo Ukraini, 2017;
PWC, 2018). At the same time, one of the key reasons
for recourse to external audit services is the weaknesses
in the work of IAD, which is also confirmed by the re-
sults of the global EY study conducted by the company
with Forbes Insights, covering respondents representing
companies from 26 industries with a total revenue of $
500 million. The USA. So, the answer to the question
“How relevant is it for your organization to improve the
work of TAD?” suggests that 28% of respondents defi-
nitely acknowledge the need to improve the work of IAD
in the near future (EY, n.d.).
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Table 1. Dynamics of international investments in Ukraine
(source: Euromonitor International, 2019)

Year USD million UAH million
2000 595 3237
2001 792 4255
2002 693 3691
2003 1424 7594
2004 1715 9122
2005 7808 40014
2006 5604 28 300
2007 10 193 51 475
2008 10 700 56 359
2009 4816 37 523
2010 6495 51 542
2011 7207 57 422
2012 8401 67 133
2013 4499 35961
2014 410 4874
2015 2961 64 672
2016 3284 83 947
2017 2202 58 566

After signing the Association Agreement with the EU
in 2014, Ukraine has undertaken to harmonize its legis-
lation with European norms. And above all, it concerns
business law, including the scope of financial reporting
and auditing.

The next changes to the Law on Audit of Financial
Reporting and Auditing in Ukraine provide for certain
measures that may be directed at combating fraud that is
massively present in the activities of the domestic business
(APU, n. d.).

Also, due to the updated law, with financial reporting,
most companies will have to provide a management report
that reflects the state and prospects of enterprise develop-
ment and reveals the main risks and uncertainties about
its activities. Consequently, as a result of innovations, the
market will gain greater transparency of business, which
will increase the trust of foreign investors in Ukrainian
companies and increase the investment attractiveness of
Ukraine as a whole. So, it is entirely expected that in such
a report, the management of an enterprise should report
on cases of significant fraud and how it affects the activi-
ties of the enterprise. Investors need this information in
the first place, but given that according to a study (PWC,
2018) 55% of cases of fraud in enterprises were committed
by senior management, it is expected that the domestic
business isn’t ready for the innovations envisaged by the
law.

Considering the formation of an effective enterprise
management strategy using the provisions of SOX, par-
ticular attention is paid, in order to increase corporate
responsibility and the usefulness of disclosing financial
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and corporate information, which is also important in the
context of updating legislation.

The main objectives of the SOX Act are:

- Improving the quality and transparency of financial
reporting, as well as independent auditing and ac-
counting services for public companies;

- Improving the process of developing standards for
reporting practices;

- Strengthening the independence of companies in-
volved in the audit of public companies;

— Internal control and audit in management;

- Increase corporate responsibility and usefulness of
disclosure of financial corporate information;

- Ensuring a guarantee of the objectivity and inde-
pendence of securities analysts.

In connection with this, over the past few years, the
company’s internal control environment has become in-
creasingly popular due to the Sarbanes Oxley Act (Naz-
arova & Mysiuk, 2018).

Recent legislative changes regarding this issue do
not fully take into account all the components that are

K. Nazarova et al. Preventional audit: implementation of SOX control to prevent fraud

important for ensuring the reliability of the control envi-
ronment of the enterprise (Table 2).

The analysis of the information above allows us to state
that in Ukraine there are insufficiently developed systems
of control of the internal environment at enterprises. This
is explained by the fact that domestic business managers
themselves are not interested in developing this system
since the level of proceeds from crime is significantly
higher than the amount they receive legitimately.

The challenge for such enterprises and their manag-
ers is the recently introduced enterprise management re-
port. Users of the management report may be employees,
owners, investors and other users interested in informa-
tion about the company. The management report should
be disclosed in the same way as the financial statements,
together with the audit report on its own webpage or web-
site, or otherwise in cases specified by law.

The structure of this report involves the disclosure of
information about enterprise risks, financial investments
and corporate governance. It is these sections that provide
detailed information on those fraud cases reported during
the global fraud survey in the world.

Table 2. Domestic legislation SOX Compliance (source: Euromonitor International, 2019)

Element Description UA
Public Company | Establishes the Public Company Accounting Oversight Board, to provide independent oversight of public | 4
Accounting accounting firms providing audit services. It also creates a central oversight board tasked with registering
Oversight Board auditors, defining the specific processes and procedures for compliance audits, inspecting and policing

conduct and quality control, and enforcing compliance with the specific mandates of SOX.
Auditor Establishes standards for external auditor independence, to limit conflicts of interest. It also addresses| 3
Independence new auditor approval requirements, audit partner rotation, and auditor reporting requirements. It restricts
auditing companies from providing non-audit services (e.g., consulting) for the same clients.
Corporate Identifies that senior executives take individual responsibility for the accuracy and completeness of | 4
Responsibility corporate financial reports.
Enhanced Financial | Describes enhanced reporting requirements for financial transactions, including off-balance-sheet| 4
Disclosures transactions, pro-forma figures and stock transactions of corporate officers. It requires internal controls
for assuring the accuracy of financial reports and disclosures and mandates both audits and reports on
those controls. It also requires timely reporting of material changes in financial condition and specific
enhanced reviews by the SEC or its agents of corporate reports.
Analyst Conflicts of | Includes measures designed to help restore investor confidence in the reporting of securities analysts. | 1
Interest It defines the codes of conduct for securities analysts and requires disclosure of knowable conflicts of
interest.
Commission Defines practices to restore investor confidence in securities analysts. It also defines the SEC’s authority | 3
Resources and to censure or bar securities professionals from practice and defines conditions under which a person can
Authority be barred from practicing as a broker, advisor, or dealer.
Studies and Studies and reports include the effects of consolidation of public accounting firms, the role of credit| 3
Reports rating agencies in the operation of securities markets, securities violations, and enforcement actions,
and whether investment banks assisted Enron, Global Crossing, and others to manipulate earnings and
obfuscate true financial conditions.
Corporate and Describes specific criminal penalties for manipulation, destruction or alteration of financial records or| 2
Criminal Fraud other interference with investigations, while providing certain protections for whistle-blowers.
Accountability
White-Collar Increases the criminal penalties associated with white-collar crimes and conspiracies. It recommends | 1
Crime Penalty stronger sentencing guidelines and specifically adds failure to certify corporate financial reports as a
Enhancement criminal offense.
Corporate Tax States that the Chief Executive Officer should sign the company tax return. 3
Returns
Corporate Fraud Identifies corporate fraud and records tampering as criminal offenses and joins those offenses to specific| 2
Accountability penalties. It also revises sentencing guidelines and strengthens their penalties.

*5 — a number that is assigned at the maximum level of SOX compliance.
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Figure 5. SOX balance wheel of Ukraine

In order to assess the level of economic crime of a
business, we recommend to develop and use the wheel of
SOX balance by each developed company and auditors -
internal and external. Also, it could be used by govern-
mental bodies to check and analyze economic crime of
the country (Figure 5).

The developed balance wheel, based on the results of
investigation in Table 2, allows to make comprehensive
assessment of the quality and reliability of the control en-
vironment of business and identifies the riskiest segments
that require attention. The number (between 1 and 5) is
chosen due to the auditor’s professional opinion based on
professional standards and code of ethics of auditors. The
information is shown above in Figure 5 shows that domes-
tic business has favorable conditions for economic crime
development in the country. This state of affairs does not
contribute to the development of investment activity in
the country and needs immediate amendments.

Conclusions

To sum up, while investigating the development of eco-
nomic crime in Ukraine, it was established that Ukraine
has all the conditions for its development. At the legisla-
tive level, there is no single document that would resolve
this issue. Separate provisions of various normative legal
acts are not able to provide an adequate level of reliability
of the internal control system of a business. The high level
of internal corporate fraud that has developed in Ukraine
requires the use of radical measures to overcome it. This
situation does not contribute to improving the investment
attractiveness of the country due to the lack of confidence
of foreign investors.

One of the most successful tools for protecting corpo-
rate interests of investors is the SOX Act, that has proven
by international practice. The development of SOX-based
regulatory support, as well as the methodology for assess-
ing the company’s internal control system, is designed
to ensure the reliability and transparency of information
generated within domestic business.

The Ukraine SOX balance wheel providing allows
Ukrainian legislation:

- to increase the direct responsibility of senior cor-
porate managers (who have the direct responsibility
for the corporate fraud) for the quality of financial
reporting and disclosure of information about the
company’s activities;

- to increasing the independence of the audit commit-
tee from the company and its responsibility for the
company’s independent auditors;

- to restrict the types and nature of services that the
auditor may provide to a publicly traded client;

- to sett up an independent board to oversee audit
methods for publicly traded companies.

SOX act implementation should serve the guarantee
for society about their payments and about companies
that doing business in their country using it’s resources.

The SOX balance wheel developed in the study allows
identifying specific segments that do not contribute to the
formation of reliable information at the entity and serve
as a source for the development of corporate fraud. Par-
ticular this assessment enables to comprehensively assess
the level of development and the impact of each of the
segments of the company’s activity on the formation of
its reliable system of internal control and recognition at
the international level of domestic business as such that
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promotes the growth of investors’ capital, protects their
interests in all the cases and rational use of basic produc-
tive assets (Yankovyi et al., 2019).

In the course of providing financial and economic ac-
tivities, all the companies try to organize a separate an
internal audit department or to distribute internal audit
functions within the current stuff. The first method is
more efficient, but not every business entity can afford it
financially. The larger the company, the more it is inter-
ested in methodological developments aimed at specifying
internal audit procedures using the results of internal con-
trol. Such scientific and practical developments are high
demanded, but still require further scientific and practical
development. Public companies are required to carry out
an independent (external) audit, since they are entities of
public interest. That is, the number of users of informa-
tion in the results of such an audit is as wide as possible.
At the same time, SOX requirements include the submis-
sion of permanent internal audit results. The undeniable
advantage of internal audit is its stability, continuity. Re-
cent trends in the audit field have put the spotlight on the
possibility of carrying out preventive audit, as it is a key
tool for minimizing the risks of fraud, one of the most im-
portant obstacles to effective management. The main vec-
tor for the development of such research for the future is
synergistic developments in auditing, that means the op-
portunity to obtain social and economic impact as a result
of timely identification and implementation of preventive
audit measures. And audit synergies can, as expected, be a
significant lever of economic growth (which requires some
further research).

In this research the idea of SOX adaptation was de-
veloped by K. Nazarova. The approach of SOX balance
wheel methodology using was developed by V. Mysiuk.
This authors have other researches related to the company
internal control developing and a lot of ideas are referred
to the SOX requirements using.
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