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Introduction
In this day and age, we are living in a highly developing world, and with the development many problems have come out to us, especially the economic issue. Finance plays an important role in our daily lives, and most things need currency to transact. Hence, it is easier to trigger a problem of people, company or market. There is a company, Enron Corporation, which was one of the world’s top energy companies. However, because of corruption and fraud, the company had to go into bankruptcy (Vakkur & Herrera-Vakkur 2012). This incident not only led to related corporations paying the huge cost, but also had a strong impact on the American and British governments. In order to avert another mistake, the government would set up many acts to perfect management systems. There is an act which was promulgated in 2002 after the Enron event, the Sarbanes-Oxley Act, which is mainly about strengthening the supervision of internal accounting of enterprises, compulsory external audits, and increasing punishment levels for criminal fraud (Hoyle, Schaefer, & Doupnik, 2011). This act is one of the most far-reaching pieces of American reform. In the meantime, it also makes a great impact on corporation financial reporting.
Impact
The SOX Act signally improves the reliability of financial reporting. As the stipulation of the Sarbanes-Oxley Act, the company is asked to provide the true financial report and annual report to the SEC (Griffin, 2005; Donaldson, 2005). Thus, the corporation would pay more attention to correct the error before the Act was set. For example, Griffin (2005) expounds that the company could find the old system has a loophole. To be up to the SOX Act standard, the company has to perfect their fundamental IT system and the process of internal governance. The company management becomes more efficient and consummate than before. As a result, these improving would lead the investor to have more dependable information which can impact the investment decision (Gibson, 2012). All of these would be a positive impact on the future development of the market. Although the SOX Act has many benefits for public or government, it also has a disadvantage for the corporation, that is the cost of financial reporting improvement is huge (Allison, 2003). It is obvious that the spend of building a new system or repairing a system is enormous. Furthermore, the corporation also needs to invest the money and time to file an annual report (Gibson, 2012). Therefore, in the long run, even though there is a problem about cost, the investment in the complete financial reporting system is worthy. It would not only improve the reliability of financial reporting, but also increase the reliance of investors which can attract more financial support.
The SOX Act increases the transparency of financial reporting for investors or the public. The reliability is the basis for the process of complete supervision. It is a more far-reaching effect that the Act requests the company to enhance their financial report disclosure, such as off-balance sheet transactions, off-balance sheet transactions, material current events and internal management (Clark, 2012; Donaldson, 2005). These various of disclosures could cause the fraudulent activities decrease such as inflated stock prices, misused of capital reserves and changed in earnings management (Cohen & Dey & Lys, 2007; Iliev, 2010). In addition, the supplementary information would raise the alertness of administrator, auditor, and investor than before (Cohen & Dey & Lys, 2007). Whereas the transparency of financial reporting provides many advantages for the investor, there is a disadvantage for them too. Some corporations abide by SOX Act law, but they would keep these disclosures as a quiet restatement which is difficult for investors to find (Burks, 2011). Hence, there is also much insufficient need to be completed in the future evolution.
Conclusion
[bookmark: OLE_LINK24]As a general view, the Sarbanes-Oxley Act is successful for the capital market. In the meantime, it also is a thruster for many Acts’ establishing. The SOX Act not only makes the financial reporting becomes more credible, but also boosts the disclosure of financial reporting. Meanwhile, the SOX Act also improves the investor’s confidence with these public companies. Nevertheless, the system is not perfect now, we should continue to pay attention to enhancing it to avoid the cheating activity happened. (Words 700)
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