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THE INCREASING IMPORTANCE OF SOC AUDITS



ENSURING SECURITY y/
& ESTABLISHING TRUST

Protecting your company's digital ecosystem and
data is critically important in today's increasingly
threatening environment. But safeguarding the
proprietary data and other sensitive information of

the clients you serve requires a whole other level of /

cybersecurity. It's the reason why more and more
service-based organizations are contracting with
third-party providers (like S3 Security) to perform

comprehensive SOC audits.

In simplest terms, these impartial assessments help
companies meet regulatory standards while also
identifying and addressing potential risks before
they become real issues. Securing SOC audits
allows organizations to objectively demonstrate
their dedication to best practices - which not only
improves operational efficiency but enhances client

trust to provide a distinct competitive edge.
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PURPOSE & TYPES OF SOC REPORTS

Service Organization Control (SOC) audits are independent evaluations that assess the internal controls of service
organizations; particularly those that manage systems and data for clients. These assessments are designed to

evaluate the effectiveness of an organization’s controls in protecting data and ensuring operational integrity.

The SOC framework, developed by the American Institute of Certified Public Accountants (AICPA), encompasses

different types of reports - primarily SOC 1, SOC 2, and SOC 3 - with each serving distinct purposes.

Readiness Assessments

Reputable SOC audit partners (like S3 Security)
begin the process with a preliminary readiness
assessment to identify security gaps, provide insights
and recommendations for improving controls, and
provide an opportunity to remedy issues prior to the
formal SOC audit.

SOC 1 Reports are focused on controls relevant to
financial reporting. They are essential for organizations
that provide services impacting their clients’ financial
statements. These reports not only demonstrate a strong
position regarding your control environment relevant to
the processesthatimpact controls over financial reporting
but promote customer trust that your outsourced
business partners are also protecting financial reporting

processes.

SOC1 Type | Reports are generated in relation to a specific
point in time and SOC1 Type Il Reports assess security

over a longer period of several months.
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SOC 2 Reports provide a more comprehensive
overview of your company's control infrastructure,
including an evaluation of how a service provider's
controls comply with and perform in regard to AICPA
Trust Principles of Security, Data Processing & Storage,
Service Availability, Confidentiality, and Privacy. These
reports are particularly relevant for technology firms;

especially those offering cloud-based services.

Like SOC 1 audits, Type | Reports are produced relative
to a specific point in time and Type Il Reports evaluate

performance over a period of six months or more.

SOC 3 Reports focus primarily on operational controls
pertaining to the suitability of design and the operating
effectiveness of those controls - thus satisfying the
customer expectations of service organizations that
are subject to the AICPA Trust Principles but may not
need a full SOC 2 Report. All SOC 3 Reports evaluate
performance over a period of months and are produced

as Type Il Reports.

Unlike SOC 2 Reports, which are highly detailed and
intended for stakeholders, SOC 3 Reports are intended
for general audiences, allowing organizations to
showcase their commitment to data protection and
operational excellence without disclosing sensitive
details. Inthis respect, SOC 3 Reports are often employed

for marketing purposes.
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REASONS TO PERFORM SOC AUDITS

Different companies choose to undergo SOC audits for a variety of different reasons, but those decisions are usually

driven by a need to establish trust, comply with regulations, and enhance operational efficiencies. Following are

some key motivators.

Regulatory Requirements

Many industries are subject to strict regulations
that mandate third-party audits. For instance,
financial institutions may require SOC 1 reports from
their service providers to comply with regulations
such as the Sarbanes-Oxley Act, which aims to protect
investors by improving the accuracy and reliability of

corporate disclosures.

Client Trust
For organizations that handle sensitive information,
having a SOC 2 or SOC 1 report can serve as a powerful
tooltoreassure clients of superior data security practices.
It's no surprise that clients are traditionally more likely
to choose and continue working with a vendor who
controls

can demonstrate effective through an

independent audit.

Risk Mitigation

As mentioned previously, engaging in a SOC audit
helps organizations identify vulnerabilities in their
control systems. This proactive approach allows
companies to address weaknesses before they lead
to potential data breaches or operational failures,

protecting their reputation and client relationships.

Operational Improvement

The audit process often highlights areas for internal
improvement. By understanding where controls may fall
short, organizations can enhance their operations and
implement best practices, leading to improved efficiency

and effectiveness.

Competitive Advantage

In a crowded marketplace, possessing a certified SOC
report can often set an organization apart from its
competitors. It signals a commitment to best practices
in data management and security, making the company
more appealing to prospective clients who prioritize

these values.
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— BENEFITS TO DIFFERENT
TYPES OF COMPANIES

The practical benefits of SOC audits extend across
various sectors, impacting organizations in unique
ways based on their industry and specific needs. So,
S3 Security has explored how and why different types of

companies most often pursue these assessments.

Technology Companies

For tech firms, especially those in the SaaS space, data

P storage or data processing SOC 2 reports are crucial. They

demonstrate robust security measures and adherence to
cybersecurity privacy protocols, which are paramount for
- clients entrusting sensitive data. A certified SOC 2 report
can significantly enhance client confidence, increase

customer retention and aid in new client acquisition.

Financial Services

Companies in the financial sector, such as banks and
investment firms, benefit significantly from SOC 1 reports.
These audits help ensure that third-party services do not
compromise the integrity of financial reporting. A clean
SOC 1 report can facilitate smoother relationships with
regulators and reduce the risk of audits from oversight

bodies.

Healthcare Organizations

In the healthcare sector, where patient data privacy

is critical, SOC 2 audits can bolster compliance with
regulations like HIPAA (Health Insurance Portability and
Accountability Act). A SOC 2 report not only assures

patients their sensitive information is protected but also
helps healthcare providers avoid costly penalties related

to data breaches.
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E-commerce Platforms

For online retailers, ensuring customer data security
is paramount. SOC 2 audits provide an independent
validation of security measures, helping build
consumer confidence. With growing concerns around
data breaches, a SOC 2 report can differentiate an
e-commerce business in a competitive landscape,

driving customer loyalty and revenue.

Managed Service Providers (MSPs)

MSPs that handle extensive client IT and data
management services can benefit significantly from
SOC 2 audits. A SOC 2 report provides transparency
regarding security practices and operational controls,
helping MSPs establish trust and credibility in a sector
where clients are increasingly scrutinizing their service

providers’ data protection practices.

Consulting Firms

Consulting companies that manage sensitive client
information also find value in SOC 2 reports. These
reports can reassure clients about the firm's data
protection policies and practices, fostering stronger
client relationships and encouraging repeat business.
In an industry where trust is essential, a SOC audit can

serve as a critical differentiator.
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THE INCREASING IMPORTANCE OF SOC AUDITS | 7



IDENTIFYIING THE RIGHT SOC AUDIT PARTNER

Whether you're a financial institution, healthcare provider, e-commerce platform or utilizing digital technology in
another way, embracing SOC audits can foster confidence among stakeholders and position your company for
long-term success. In other words, SOC reports aren't merely evidence of having checked all the right boxes on the

compliance list but represent a strategic investment in your future.

With You Every Step of the Way

If you need to perform a certified SOC audit, you'll want
a partner who can make the process as simple and
effortless as possible. S3 Security fits the bill - applying
the same principles, protocols and practices that
have led to thousands of other successful compliance

assessments and made us a leader in cybersecurity.

@AICPA’

Collaborating with your team and one of America's
Top 100 CPA firms, S3 Security assesses the systems,
policies and procedures in place to safeguard data
across your information architecture and digital
ecosystem. Together, we then evaluate the evidence
you've provided regarding controls in each category

to deliver your SOC report.

Perhaps mostimportantly, your certified SOC auditis led
and managed by a senior team of experienced security

experts to ensure accuracy, efficacy and satisfaction.

Wondering which SOC report is right for you?
Contact us for a quick, obligation-free consultation.

S3SECURITY.COM | 972-378-5554

S‘Z) e LiZED Fclr s scRviers: THE INCREASING IMPORTANCE OF SOC AUDITS | 8


https://s3security.com/work-with-us/

