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Dear Ma. Morris
Re: File Numbor 87-24-06, Management's Repert on Internal Cantvol Over Financial Reporting

We appreciate the opportunily to respond to the Sceurities and Exchange Commission’s (SEC) propuscd
interpretive guidunce Muragenent’s Report on Internal Control Over Financial Reporting (proposed
imerpretive guidance). We are supportive of the concepl of having management evaluate and reporl on
the effectiveness of Intemnal Conlrols over Firancial Reporting (JCFR) each year and support the SBC’s
atternpts to improve the efficiency and effectiveness of management’s annual cvaluation of internal
conirols. We believe this principals-hased proposed interpretive guidanee will help management move
away froamn its existing reliance on 1he audiling standards for guidance in implemenling management’s
evalvation of ICER,

When considering this interpretive guidance, we should bear in mind that the Sabanes-Oxley Act was
created in response to a tanuaber of significant frauds that had oveuwrred releting {o financial reporting, The
activities that promulgated the fraudulent reporting were orchestrated by very senior members ol
management and bad lillle relevance to transaction-level controls. Howcever, both management’s annual
assesstnent and the external auditor's unnual cvaluation of TCTR currently focus significant resources on
transactional-level controls. Fraudalent financial reporting of s material nature will normally imeolve the
knowing approval and active involvement ol cxcculive management. Therefors, given the genesis of the
Act, we would uxpoct that ‘asscssments would focus on the potentis]l meane of fraudulent financial
reporting, including significant transactions such as late or unusual jovmal endvies, improper related-party
transactions, and aver-riding of cxisling reporls and financial data which are not routincly detocted by
transactionai-level controls.

While a risk-bausod approach will Tocus management of the key Onancial reporting risks, we would also
cxpeel that the annual evaluation of ICER will move away from ity current focus on irnsactional-level
conirols and properly focus on company-level controls.  We would cxpect the external audit focus 1o
foltow. 'This focus on company-level conirols should have a direct linkage to reduclions in the number of
transactional-level controls that need to he evaluated. We do nol believe the proposed interpretive
guidance makes this point strongly enough. As this coneepl is somewhat abstract, we strongly urge the
SEC to provide meaningful examples of how clfcctive company-level centrols cun dircetly reduce or
climinate transactional-level control asscasmurent,
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While this proposed interpretive guidance helps to clarify a top down, risk based approsch, wo continue 1o
have significant reservations about the inter-relationship of the SEC’s muidance for management and the
propused audit guidance issucd by the PCAQR. While distinctly separating management”s asscssment ol
TCTR from that of the external auditor makes sense, we believe Lhst registramls whose evaluations diverge
significantly from the approach of their exlernal auditor will cause their external auditor to increase the
amount of documentation they need to create. [{aving spent several years crealing a streamtined approach
by coordinating with the external auditors, we would be concemned if the proposed guidance led to two
differing cvalualion processes.

The propesed interpretive guidance atlempts w {ind ways lo lessen the documentation burden of
registrants, indicating that existing documcniation such a3 policies and procedures manuals, corporate
policics, daily management activities, ete. can be used to evidence the effecliveness ol ICFR. While they
are helpfusl, in aur view the onby way 0 camy oul an cllcetive evaluation and provide the Chief Hxecutive
Oicer und Chiel Financial Oflicer with the appropriately documented supprort needed o sign the various
atteststions required under the Sarbanes Kegulations is o fully decument and asscss all key processes
identified by a risk assessment. FEven il ‘msnagement coneludes that they can reduce their level of
documentation, cxicrnal auditors will still requirs properly documented process Jows and ovidenes of all
in scope controls as part of thoir ovalualion. As a resull, we do not see this interpretive guidance allowing
managemant 1o significantly reduce the levels of documentation required Lo suppori both reanagement’s
attestations and the auditor’s opinion.

In Appendix A, we have included onr responses Lo the specific gueslions posed in the proposed
interpretive guidance. We would be pleased to discuss our comivents and to answer any questions that
the SEC stafl’ or the Commission may have.

Sincerely

ViV

Philip V. Bancroll _
Chicl Financial Officer
ACH Limited
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Appendix A

Wil the proposed guidance be heipful to munugement tn completing ity annual evaluagion
process? Does the propesed guidonce allow for management to condiict an gfficient and gffective
evatuation?

For the most part, it appears that this guidance is formalizing a munber of concepts and idexs already
pul forward by he SEC following the past two roundtables and thus in our opitdon docs not contain
any significant new concepts. 1t does provide more clarity o the SEC’s idea of a top down, risk-
hased approach which may help rugisirants migrate from their current evalbuation process. However,
we belivve (hal moving to a tap down, risk-hared approach as laid oul in the proposed interpretive
guidance will be time consuming and costly to regisirants so many may chose to maintain their
existing process, having invested substanlial amouris of time and effort over the last several years,

Are there pavticular aveas within the propesed interpretive guidance where further clarification is
nesded? If yas, what clarification ix necessary?

Although there has been sigmficanl rofcrence to use of risk assessments to define 1he scope ol an
organization’s internal control efforts, specific examples or modcls have not heen provided as
guidance for organizations (o fodlow,

Are there aspects of management’s annaal evaluation process that have not been addressed by the
proposed interpreiive gnidance that commentators believe should be addressed by the Comnuisston?
If sn, what are those areas amd what fype of guidance would he heneficial?

We believe the key aspeets of management’s annual evalualion proccss are addressed hy this
proposed interpretive guidance,

Do the topics eddressed in the existing staff gnidance (May 2005 Staff Guidance and Frequently
Asked Questions (revised October &, 2004)) contlitue to be relevant or should such guidunce be
retracted? If yes, which topics should be kept or retracted?

We belicve the key topics addressed in the existing stafT guidance vould be retracted.

Will the proposed puidance requive unnecessary changes to evaluation processes thar companies
have alrendy established? If yes, plense describe,

In our view, the proposed interprotive guidance could cause many registramts to make another sizahle
investiment o convert their cutrent assessment processes, (hal ware butlt rom the bottom up, to a top
down risk-hased approach. Our expeticnec and observations have been that rugistranis have not
generally been effective al explicitty identifying risk 43 it relates to financial reparting so the guidance
should continue to push regisirants (o carry out & more effective risk bascd approach, A property
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implemenicd lop down, risk based approach will tske a significant fmvestment o identify the
appropriate risks and related controls that nust be executed wnd documnented by people with the
necessary skills mnd expertise 10 do (his c[loctively and this will likely fall more on Internal Audit
staff and dedicated financial complignce staffs. It will also require re-documenting many controls and
evaluation plans as new or different controls are identified in the new risk-based model. Tlowever, in
the long {erm we belicve this appeoach is essential to ensuring a cost offctive process that
accomplishes the stated ohjectives.

Cousidering the PCAOB’s proposed new auditing standardy, An Asdit of Internal Control Over
Financiaf Reporiing that is Iitegrated with an Andit of Financial Stetements and Considering and
Using the Work aof Qihers In an Audit, are there any areas of incompatibility ther limit the
effectiveness or efficiency of an evaluntion conducted in accordance with the proposed guidance?
If so, whar are those araas and how wonld you propose to resolve the incompatibility?

While this proposed interpretive guidance helps Lo clanly a top down, risk based approuch, we
conlinue to have signilicant rescrvations about the inter-relationship of management's guidance and
the proposed audit guidance. While distinctly scparating manageisent’s assessment of ICFR from that
of the oxtemal awdilor makes scnse, we believe that registrants whose cvalustions diverge
significantly from the approach of their extermal audilor will causc their exiernal auditor to increase
the amount of work they carry out. The quality of a registrant’s evaluations process, the maturity s
clicctiveness of its monitoring processes and the quality and objeciivity of the individual’s carrying
out managetnent’s assesssnent witl continue to have an opact on the external anditer’s evaluation
process and will have a significant impact on the amount of work performed by the auditor,

Are there uny definltions Incliuded in the proposed interpretive guidance that are confusing or
inapprapriate and ow would you change the definitions sv identified?

None.

Wil the guidance for disclosures about material weaknesses vosult in sufficient information e
investors and if not, how would you change the guidance?

We believe the puidance for disclosures about muterial weaknesses will result in sufficient
information to investors. We agree thal if a regislrant identifies 8 material weakness in JCFiY, the
investor is entitled to understand the nature of the deficiency, how pervasive It is, ils polential impact
and plans Tor remediation.
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9, Sheuld the guidance be issued as an interpretavion or should it, or any party be codified as a
Commission rule?

We see o real bertefit (o codifying this guidance as a Commission rule and thus believe the puidince
should be issucd 48 an interpretation, The Sarbanes 404 rules are sutficient enough and the noed was
[or more fiexible guidance to assist in mmplcmeniing the existing rules.

L0, Are theve any considerations unigue to the evaluation ¢f ICFR by u foveign private issuer that
should be addressed in the guidance? If yes, what are they?

As our Company is an accelerated Qlcr, we have no experience with polential considerations for
foreipgn private issuers,
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