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YIA FACSIMILIE

Ms. Nancy M. Morris

Secretary

U.S. Securities and Exchange Commission
150 F Street N.E.

Washington, DC 20548-080

Re: Roundtable on Internal Control Reporting Requirements — File Number 4-511

————

Dear Ms. Morris:

exacuhve officers of Isacﬁng mx:poraﬁona with avar $4.6 telillon I annual revenuiés and
more than 10 mililon employees. Buginess Roundtable strongly supported the
enactment of the Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley), as well ag the efforts
of the Securitiss and Exchangs Commission (SEC) to Implamant Sarbanes-Oxley.

We are all in agreement that, in the wake of Enron, Worldcom and geveral other high- -
profile corporate scandals, Congress needed to act to restore the Integrity of financlal
reporting. One of the critical measursg Congrass enacted as part of Sarbanes-Oxley
was Section 404, relating to internal controis. The Roundtable companies have
embraced Sarbanes-Oxiey, including Saction 404, and the ravised listing standards,
and have used the opportunity to improve thelr corporate governance and their internal
controls over financlal reporting. The result has been -- ag Congress intended --
improved investor confidence in our capltal markets.

Now that we have gone through gnothar cycle of the Section 404 process, It I8 a good
opportunity to addrass implementation issues. Thus, we applaud the SEC for
convening tha roundtable on May 10, 2008 to reflect on the Section 404 implemaentation
process for the second year in a row. In implamanting Section 404 and Iis ralated
rules, including, In particular, the PCAOB's Auditing Standard No. 2, it continues to be
clear that the beneflts of Sactlon 404 do not always cutwslgh the burdens. In this letter,
we would |Ike to outline soma of the challenges that Section 404 continues to present
and gffer scme suggestions to the SEC and PCAOB with respect to Audltmg Standard
!

To be clear, we want to express our continued support for the underlylng premise of
Saction 404 -- offective Internal controls over financial reporting, However, as we
indicated at the 2005 Section 404 Roundtabie, there are steps that the SEC and the
PCAOB can take to make the Section 404 process more effective and efficient, while

- gtill preserving the benefits Congroas intended.

Wa appreciate the constructive statements in the guidance documents provided last
“summer by the SEC and the PCAOB, but we beileve that more needs to ba donsto -
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streamline the Saction 404 process (see Commission Statement on [mplementation of
Internal Control Reporting Requiramants, May 16, 2005; Staff Statement on
Management's Report on Intarnal Control ovar Financial Reporting, May 18, 2005; and
PCAOB Release No. 2005-008, Policy Statament Regarding [mplementatlon of
Auditing Standard No. 2, An Audit of Intsrnal Contral over Financial Reporiing
Parformad in Conjunction with an Audit of Financial Statements, May 18, 2005). We
are concerned that, agalnst the tremendously detailed backdrop of the text of Audlting
Standard No. 2 itself, the guidance offared in these releases last summer has not baen
sufficlently embracad. Accordingly, we think an actual amendment of Auditing
Standard No. 2 Is necessary to bring about effactive and efficient implementation {g
diminish the Section 404 process. Among tha toplics to be addressed, which we noted
in our statement filed on Aprll 7, 2005, are:

« A Change jn Tone: Encourage the auditor to exercige greater professional
judgment In the internal control process.

» The Definition of Significant Deficiegey. The definitian In Auditing Standard No.

2 should ba modifiad to reflect a reasonable assurance standard under which
public companigg and their auditore wilil focus on concerns that actually may

o Limit Waikthroughs: Propose that the 'mdepand'ant auditor may use s - "
professional Judgment to conduct walkthroughs for only a random sampling,
rather than all, of the major classaes of trangactions in any glven audit year.

s Rellance by Auditors on Work of Qthers: Clarify that the independant auditor s

ancouraged to exercise its professional judgment and rely on the work of others,
particularly a company's Internal audit function, as principal evidence where the
independant auditor has considered and reasonably testad the competencs,
objectivity and indepandence of {hose on whom it seeks to rely.

We appreclate the opportunity to prasent our views on this subject. The suggestions we
have outlined are degigned to enhance the efficiancy of the Saction 404 process and
Auditing Standard Ne. 2, while rdtalnlng the most Emportant banefit - effective internal
controls. . . :

Sinceraly,

David Fannin

General Counsai, Office Depot, Inc.

Chairman, Coordinating Committae,

Corporate Governance Task Force Buginess Roundtable

ce Hon. Christopher Cox, Chairman
Hon. Paul S. Atking, Commissicner
Hon. Roel C. Campos, Commisaioner
Hon. Cynthla A. Glagsman, Commissioner
Hon. Annette L. Nazareth, Commissioner
Mr. John W. White, Director, Division of Corporation Finance

..Impact financial reporting and thus are of concern to the Investing public,.




