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Many chief financial officers are demanding that CIOs provide them with more detailed information about ongoing IT projects, including spending and status reports, to help satisfy a provision of the Sarbanes-Oxley Act of 2002. 

The act, which is aimed at giving investors more complete and accurate assessments of the financial condition of public companies, requires businesses to disclose "all material off-balance-sheet transactions" that may affect capital expenditures or other aspects of their finances. 
Because IT spending represents more than half of all capital expenditures for many companies, CFOs are pushing hard to ensure that they can update quarterly earnings reports with as much information as possible about current IT projects, IT executives and consultants said this week. That includes big-dollar, risk-sensitive efforts such as ERP implementations, they said. 

"Without question, CFOs are going to place more pressure on everyone in the organization because of Sarbanes-Oxley," said Paul McFeeters, CFO at Kintana Inc., a Sunnyvale, Calif.-based firm that sells digital dashboards and change management systems. Because of the new regulations, publicly held companies "can't run off with multimillion-dollar IT projects without good visibility and controls," he said. 

Under Sarbanes-Oxley, CEOs and CFOs also are required to attest to the accuracy of a company's financial condition. And although CIOs themselves aren't "on the hook publicly," senior executives are requesting more thorough financial reports from technology chiefs and other corporate officers, said McFeeters. 

Steve McDowell hasn't had to contend with these pressures as the CIO of privately held Holiday Retirement Corp., a Salem, Ore.-based operator of senior housing. But he said that he's talked to CIOs for publicly held companies that have, "and they are really afraid that it will dominate their projects and budgets for a while." 

The push for CIOs to deliver more comprehensive information to senior management on IT project spending "is very much a trend that we're seeing," said Jeremy Grigg, a Gartner Inc. analyst who works in New York. But like McFeeters and other IT managers, Grigg said the project-reporting demands being placed upon CIOs aren't tied solely to Sarbanes-Oxley requirements. 

Indeed, a growing number of CIOs are taking a portfolio-management approach to evaluating the returns being generated by their companies' IT investments (see story). Now, CFOs also want to have a window into how IT projects are performing, Grigg said. 

"There's more focus on the IT portfolio and where that money is going," said John Norcross, an analyst at Celerant Consulting in Lexington, Mass. 

Steve Denny, CIO at Plano, Texas-based FreightPro, has been delivering a formal report about the status of IT projects to the logistics provider's board of directors each quarter for the past three and a half years. The reports detail the projected costs, timelines and anticipated benefits of both new and existing projects, Denny said, adding that IT projects "have historically accounted for the bulk of our capital expenditures." 

From a global standpoint, U.S. regulators are playing catch-up on imposing more stringent financial-reporting governance rules, Grigg said. For instance, companies in Europe, Australia, Singapore and Hong Kong have had to meet stringent reporting requirements for years. 

Bruce Blitch, CIO at Phoenix-based chemical maker Tessenderlo Kerley Inc., a subsidiary of Brussels-based Tessenderlo Group, agreed that there are contrasts between the U.S. and European regulatory environments. "It's not hard to imagine that for some CIOs, this scrutiny could make their pencils just a bit sharper and their handwriting just a little tidier," he said. 

But Blitch sees an upside for CIOs. "Having to deal directly and openly with the financial implications of big-ticket IT projects exerts a powerful 'natural selection' influence on a CIO and thereby improves the species," he said.

