Aprit 3, 2007

Ms. Nancy M Morris, Secretary

118, Securities and Exchange Commission
. T00 F Strest NW

Viashington, D.C. 20548-1080

Reference: File Number 57-24-06; Proposed Ruleg;
hManagement's Report on internal Controt Over Financial Reporting

Dear Ms. Morris:

We thank you for the opportunity 1o provide our perspectives on the U.S. Securities and Exchange Commission's {the
“Cormwnission”™ proposed rule, Management's Report on Internal Control Over Financial Reporting ("Proposed Rule™). As
we mentioned in our prior response o File #87-11-08, we believe that Section 404 of the Sarbanes-Oxley Act has
proven to be benaeficial and has positively impacted the financia! reporting quality of many companies including Sprint
daxtel Corporation ("Sprint Nexte!” or the “Company”). We further believe that providing additional guidance regarding
managemant’s internal control assessmeant process will be useful in helping management struciurs 18 process ©
apgroprizisly balance effectiveness with effidiency.

Wa baileve the Proposad Rule, iaken together with the Public Compeany Accounting Ovarsight Board's {"PCADE™
proposed Auditing Standard, An Audit of Internal Control Qver Financial Reporting that Is Integrated with an Audlt of
Financial Statemants {"Proposed Standard”), will likely result in & reduction of fofal compliance efforis with the extent of
ary reduction varying depending on each issuer's circumstances. As g large sccelerated filer, over the last three years
we have continued 1o opltimize our compliance efforts through experience and by utilizing the Commission’s May 2005
staff guidance and Frecuently Asked Questions {revised Oclober 6, 2004). We would, however, aniicipate a cost
reduction from our implementation of the Proposed Rule 1o the extent we are able 1o successiully implement the fop-
down, risk-based approach and other concepts embedded therain,

We asx that the Commission provide examples to iliustrate certain key concepts in the Proposed Rule, We believe that
the gddition of such axamples will help us interpret the concepis In the standard, as has been the case with the
appendices to Auditing Standard No. 2. We believe that the proposed guidance is appropriately based on the
articulation of broad principles. In our opinion, providing additional exampias will not be perceived as contrarvic a
orinciples based approach, rather they will provide 2 vehicle to relate and apply the guidance to an individual's facts and
circumstances. We aiso ask the Commission 1o conform the terminclogy and spproach in the Proposed Rule o the
Proposed Standard, To the extent there continue {0 be significant differences between the two rules, we believe that &
will be difficult for us to fully ieverage the concenis in the Proposed Rule. We share with you our commenis on the areas
that we helieve require further clanificgtion in the paragraphs below,

Risk Based Approach and Entity Leve{ Controls

We believe that the Commission should provide further detadl and llusirative examples ragarding how 1o implement 2
rizk-based approach. Spedcific guldance regarding how management can reduce 18sting and oreate eficiency in
inherently low risk areas is necessary 1o implement the concepts in the Froposed Rule. For example, when would
cartaln processes {e.g. payrol) be a candidate for reduced or sven rotational testing? Our current interpratation is that
the Proposed Rule would not aliow for pure rotations! testing; however, e Proposed Rule does appear 1o permit
reduced testing in certain circumsiances, such as imiting testing o design effactivensss, which we Delieve 1o be
conceptually approprisie.
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We giso believe that the Commission should provide specific giddance and examples of areas where management can
rely on entity level controls fo reduce lesting 8t the business process ievel, We respectfully submit that there may not be
& clear method to directly address the effectiveness of process leved controls through entity level controls; however,
nerhaps when the effectiveness of entity level controls 18 substantiated through lesting, the required level of operating
effectivaness testing of process controls could be reduced. For exampie, If & company has savera! process avel
controiz designed fo mitigate the risk of theft of high voiume, low dollar Rems, would it be aporopriaie o reduce he
testing of operating effectiveness.of these controls I we lested the relgted contrals in the sontrol environment and ask
assassment areas and have deamed them o be affective?

interaction between Management and the External Auditor

We helieve that it is oritical to align the concepts and terms in the Proposed Rule o the Proposed Standard. |
management uses greater latitude and judgment under the Proposed Rule, 2 potential gap between management's
assessment process and the external audit methodology will inevitably be created. For example, there will likely be
differences in the types of controls that are in scope, the fevel of design effectivensss and operating effectiveness
tmsting, as well a8 in the supporting documentation. These presumably unintended differences may ead 0 new
inefliciencies which could tead o higher external audit fees if auditors are unabie to rely on cartain aspects of
rmanagement’s process.

Materiality and the Evaluation of Control Deficiencles

We belleve the Proposed Rule needs additiona! clarity regarding materiality. Specifically, adaitional commaentary
regarding restatements of previcusly issued financial statements would be useful. For example, when a deficlency in a
control resulls in 8 misstatermant that is immaterial in any given year, howsver, aggregates 1o & material adjustment o be
mads in & single year and is detected by management’s controls at year-end, does a material weakness exist?

We aiso note that as the infernal control related rules and reguistions have evolved, scoping materialily and assessment
matariaiity have remained relatively consistent with cne another, which we believe to be conceplually aporopriate. We
point out that this is not the case when assessing financial slatement errors from g substaniive viewpobyt accarding fo
SEC rules, where assessment materiality can be dramatically different than scoping materality. 1t would be helpful if the
Siaff provided guidancs o reconciie these views as this difference may oreate inconsistencles befwesn evaluating
conirol deficiencies and evaluating relaled substantive errors.

iy addition, there is one notable Inconsistency between the Proposed Rule and the Proposed Standard in the discussion
of sirong indicators of & Material Weakness. The Propossed Rule does not include ene of the indicators listed in the
Proposed Standard. Specifically, the Proposed Standard includes an ineffective internal audit function or risk
assessment function at & company for which such g funclion neads 10 be effective for tha company 1© have an effective
montoring of risk assessment component,

Finally, pursuant 1o Rules 13a-14 and 18d-14 of the Securties Exchange Act of 1934, management is raquirad 1o
disclose all significent deficiencias 1o the auditors and 0 the audit commities of the board of directors. The Proposed
Ride s not consistent with or does not clearly define & significant deficlency when compared o the Proposed Standard,
i confrast, the Proposed Standard discusses the term "significant.” It defines "significant” as "less than maferial yat
Fnpariant enough to merft attention by those responsible Tor oversight of the company’s financial reporting.” it would be
nelpful to not only align this discussion between the two standards, but fo further clarify the terminatogy. Specifically, s
ihe comymission's intent 1o specify a different quantilative veshold than that which s commonly used i practice when
determining what s significant?

T General Controls

U coTnnany 1ses the Committee of Sponsering Organizations of the Treadway Commisgion (GOS0} as an overadl
framework,  However, since COBG provides limiled guidance regarding information lechnology risk and controls, we,



Page 3

ke many companies, have gravitated (o Information Technology Governance Institute’s (ITGEs) /T Confrof Otyjsctives for
Sarbanes-Oxley. As we stated In our responss o file #87-11-06, & standard confrol objective framework for IT general
controls shouid be established, The two pcaragraphs on nages 27 and 28 of the Proposed Rule ¢o nct provide suffiglent
guidance in our viaw, A a minknum, & reference 1o the (TG! guidance would be helphul. Additionzily, as discussed on
page 28 of the Proposed Rule | IT General Controls ordinarly do not directly pravent or detect 8 material misstatement in
the fingncial statements. The iack of clear guidance and the ascknowledgement that there is less direct risk 1o material
risstatemeant 10 the financia! siatements leaves 1T General Controls & prominent ares where cost to comply potentially

- pubwsighs e benefit. While we appreciate the role of IT Geners! Gentrols In infernal condrst over financlal reporiing, this
is an areg where additional guidance that appropristely explores ways o reduce the levels of assurance and scops
based on risk I8 necassary.

Evidential Matter

The Proposed Rule indicates that the nature of evidential matter may be variad based on risk. Onece again, this is an
area where illustrative examples would help guide management. The only example provided relales 1o smaller
companies and refers (o “dally interaction with conirols” providing a basis for agsessment. Please provide an example
for large filers. Such guidance will be particuiarly helpful due to the documentation standard currantly required by
FCAOE for external audiis.

We encourage the Commission o release the new assessment guidance as early in 2007 as possible so that wa can
fuily ulltize these concepts in our 2007 compliance efforts. We thank the Staff for thelr efforts on this project. Please cail
if vou have gquestions regarding our views.
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ftham G. Arendt
Senior Vice Frasident and Controiler
Sprint Nextei Corporation



