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D earSirorM adam , 

B P plc appreciates the opportunity to com m enton SEC R elease N o. 34-
D irect 020 7496 5311 54122, "C onceptR elease C oncerning M anagem ent's R eports on InternalM ain 020 7496 4000 
Fax 020 7496 4135 C ontroloverFinancialR eportingê. We supportthe intentofthe Sarbanes 
M obile 07768 555128 
m adoni@ bp.com O xley A ct(the èA ctê)and PC A O B Standard N o. 2 (the èStandardê), and 
w w w .bp.com 

believe thatproviding users ofthe financialstatem ents w ith both 

m anagem entés assessm entofthe effectiveness of internalcontroland an 

independentauditorés evaluation ofthatassessm enthas increased financial 

inform ation quality and raised investorconfidence. We w ould, how ever, 

like to offerseveralcom m ents on additionalguidance thatB P believes could 

lessen the im pactofthe A ctand the Standard on public com panies w ithout 

reducing its effectiveness. 

First, w ith regard to Q uestion N o. 1, the currentguidance available allow s 

public com panies to apply judgm entw hen evaluating the design and 

operating effectiveness of internalcontrols overfinancialreporting, w hich is 

idealconsidering thatthis evaluation process is highly subjective. Internal 

controlstructure and controlenvironm entvary significantly from com pany 

to com pany, w hich is w hy it is preferable forthe guidance to be principles 

based. R equiring a m ore prescriptive m odelw ould reduce the value 

provided to investors by the M anagem entA ssertion. 

In response to Q uestion N o. 2, no guidance specific to foreign filers is 

currently considered necessary. 

In response to Q uestion N o. 3, additionalguidance should be lim ited to 

articulation ofbroad principles, w hich provides com panies w ith flexibility in 

evaluating controls and also lim its possible exceptions. 

In response to Q uestion N o. 4, additionalguidance regarding the 

recom m ended retention period forevidence w ould be beneficial. 

In response to Q uestion N o. 5, interpretive guidance is currently preferred 

as this type ofguidance tends to be m ore principles based. 
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In response to Q uestion N o. 6, heavy reliance on selfassessm ent 

procedures supplem ented w ith internalauditw ork on internalcontrols has 

been an effective m eans form anaging com pliance w ith Section 404 as 

those closestto the controls are able to efficiently docum entand assess 

the operating effectiveness ofthe controls. 

In response to Q uestion N o. 7, as previously stated, w e believe additional 

guidance, otherthan in key certain areas, w ould lim itM anagem entés ability 

to assess internalcontrols in a w ay m ostappropriate to a C om panyés 

particularstructure, environm entand circum stance. 

In response to Q uestion N o. 8, as a filerthatselected Turnbullfora 

fram ew ork, it is understandable w hy m ostcom panies selected C O SO 

instead ofthe otheravailable Fram ew orks. Principles based fram ew orks 

serve as a strong foundation forSO X com pliance w ork;how ever, the detail 

provided by C O SO and C O B IT w ere necessary supplem ents to Turnbullto 

allow fora m ore standardized approach to controlassessm entthroughout 

the com pany. 

In response to Q uestion N o. 9, the guidance should incorporate the M ay 16, 

2005 èStaffStatem enton M anagem entés R eporton InternalC ontrolover 

FinancialR eportingê, so thatusers w illnotneed to siftthrough m ultiple 

sources ofguidance w hen researching internalcontrolrelated issues. 

In response to Q uestion N o. 10, the benefitobtained by investors from the 

outside auditorw ork perform ed on m anagem entés process ofassessing 

controls and the issuance ofan opinion on this process is lim ited atbest. 

The m ost im portantarea w ith respectto internalcontrols from an investor 

perspective is the overalldesign and operating effectiveness ofcontrol 

activities and the controlenvironm ent. Elim inating the auditorprocedures 

and opinion on the m anagem entassessm entprocess w ould allow auditors 

to shiftthe focus to effectiveness ofthe actualcontrols ratherthan the 

adm inistrative elem ents related to the m anagem entassessm entprocess. 

In response to Q uestion N o. 11, im plem enting a top-dow n, risk based 

approach begins w ith m anagem entés identification ofprocesses thatare 

considered com plex orotherw ise subjectto higherrisk w ith respectto 

financialreporting and then adjusting the scope ofselfassessm ent 

procedures, enterprise levelcontrolw ork, deficiency evaluation procedures 

and internalauditw ork accordingly. This process w illvary significantly 

across com panies. D ue to the levelofsubjectivity involved, additional 

guidance is notconsidered necessary. 
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In response to Q uestion N o. 12, the term èkey controlê is notdefined or 

used in C O SO or in the PC A O B és A uditing Standard N o. 2. G uidance from 

the SEC regarding èkey controlsê w ould be appreciated as this conceptis 

criticalto the identification ofcontrols thataddress the risks ofm aterial 

m isstatem ent. 

Q uestion N os. 13 and 14 are notconsidered applicable forlarge public 

com panies. 

In response to Q uestion N o. 15, from a large com pany standpoint, additional 

guidance on the role ofentity-levelcontrols is notconsidered necessary. 

Entity-levelcontrols cannotelim inate the need forprocess levelcontrol 

activities;how ever, B P has been able to increase the levelofassurance 

w ith respectto internalcontrols w hile atthe sam e tim e reducing the level 

ofreliance placed on process levelcontrols by perform ing additional 

procedures to ensure the effectiveness ofentity-levelcontrols thatoperate 

across the com pany and atthe Segm ent-level. 

In response to Q uestion N o. 16, detailed guidance regarding the 

appropriateness and extentto w hich quantitative and qualitative factors 

used w hen assessing risks and identifying controls is notconsidered 

necessary;how ever, clarification regarding the im portance ofqualitative 

factors in this process w ould be considered beneficialas itappears that 

auditors are currently placing heavy reliance on quantitative factors w ith only 

lim ited reliance on qualitative factors. Forexam ple, w hile a purchase to pay 

process m ay be considered m aterial, w hen the transactions are all

considered routine, the levelofattention given to this process (assum ing a 

strong controlenvironm entand strong entity-levelcontrols are in place) 

should decrease accordingly, w hich provides the com pany w ith additional 

tim e and resources to focus on m ore com plex and higherrisk transactions. 

In response to Q uestion N o. 17, pre-existing guidance, such as 

èM anagem entA ntifraud Program s and C ontrolsê as w ellas the guidance 

related to fraud included in the PC A O B és A uditing Standard N o. 2, is 

considered sufficientguidance regarding fraud controls. 

In response to Q uestion N o. 18, no additionalguidance regarding m ultiple 

locations orbusiness units is currently considered necessary as the use ofa 

top-dow n risk-based approach serves as a sufficientguide forsetting the 

scope form anagem entassessm entof internalcontroloverfinancial 

reporting. 

In response to Q uestion N o. 19, presently the m ix ofentity level, process 

levelcontrols and testing is driven by m anagem entjudgm entand influenced 
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by the auditors. Itw ould be usefulto see guidance in the form ofspecific 

exam ples ofentity levelcontrols that, ifconfirm ed to be operating 

effectively, w ould result in corresponding process levelcontrols thatw ould 

notrequire testing. 

C larification ofthe type ofçtesting ofdesign and operating effectivenessé 

thatm ay be perform ed on controls atthe entity levelw ould be useful, 

including exam ples ofhow the entity levelcontrols can be leveraged to 

reduce the need to perform transaction leveltesting, orthe extentof 

testing, particularly in cases ofroutine processes. Forexam ple, should 

there be a need to testeach new key controlim plem ented atthe process 

levelifthe entity levelcontrols to im plem entthe change are determ ined to 

be designed and operating effectively? 

In response to Q uestion N o. 20, B P application ofm onitoring is atthe entity 

leveland atthe process controllevel. Presentm onitoring guidance is 

largely based on entity levelcontrols. Interpretive guidance w ould be useful 

to clarify the im plem entation ofm onitoring activities atthe 

process/transaction controlleveland how this approach can drive 

efficiencies. 

Q uestion N o. 21 is notconsidered applicable forlarge public com panies. 

In response to Q uestion N o. 22, additionalguidance m ay be beneficialas a 

guide to the nature, tim ing and extentoftesting ofthe process level 

controls. A tpresent, com panies m ustrely on PC A O B guidance, w hich 

focuses on çauditéstyle testing techniques and does notexplain how to 

effectively leverage entity levelcontrols orm onitoring activities. 

In response to Q uestion N o. 23, guidance on the tim ing ofentity leveland 

process leveltesting and application ofthe ças oféapproach to assessm ent 

w ould be beneficial. Presently the ças oféapproach is strictly applied to 

process leveltesting and has a significantim pact ifchanges are planned 

around the 31 D ecem berperiod. 

Forexam ple;the ças oférequirem enthas a significantim pacton the plans 

for im plem enting new system s orcontrols, in particular in Q 4. In this case 

com panies m ay hold back new system im plem entation during Q 4 ifthese 

system s cannotbe im plem ented, docum ented and tested by 31 D ecem ber. 

C ould entity levelcontrols be relied on ratherthan perform ing testing atthe 

process levelduring the change/im plem entation phase? 

G eneralguidance m ay be usefulto clarify thatretesting is notnecessarily 

required ifthere is no reason to believe the controlis no longeroperating 
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effectively (and entity controls have indicated this). In addition, guidance 

indicating thatm anagem entm ay rely on entity levelcontrols overchange 

m anagem entprocedures ratherthen re-perform testing in the currentyearif 

the controls w ere tested in the prioryearw ould be beneficial. 

In response to Q uestion N o. 24, deficiencies w ith an indirect im pactto 

financialstatem entaccounts m ay be difficultto quantify (forexam ple, ifan 

entity levelcontrolw as notoperating effectively, w hich resulted in a 

deficiency). The guidance currently applied w as issued by the accounting 

firm s on assessing an exception and determ ining if it is a deficiency. 

In response to Q uestion N o. 25, additionalguidance regarding the term s 

èm aterialw eaknessê and èsignificantdeficiencyê w ould be beneficial. In 

particularw here judgm ent is used to quantify the deficiency and likelihood 

ofoccurrence additionalguidance w ould be usefulas w ellas further 

guidance orexam ples regarding aggregation. 

In response to Q uestion N os. 26 and 27, additionalguidance is not 

considered necessary. 

In response to Q uestion N o. 28, sim ple data storage technologies w ere 

used forbusiness processes, otherw ise docum entation and testing w as 

perform ed using M icrosoftWord/Exceldocum ents. Technologies w ere not 

used atthe im plem entation stage how everm ay be used as the control 

processes are em bedded in the business dependenton cost, benefitand 

the ability to com m unicate and train staffto use the technology. 

In response to Q uestion N o. 29, the IT generalcontrols and IT application 

controls tested correlate to the C O B IT fram ew ork com ponents relevantto 

reliable financialreporting. The im pactofthe IT generalcontrols are taken 

into consideration based on evaluation ofthe risk and im pactofany issues 

noted. A dditionally, m apping ofthe applications to supporting infrastructure 

w as perform ed to betterunderstand im pactand risk. 

A dditionalguidance on assessing IT generalcontrolim pactand broad 

principles ofevaluation w ould be valued. Specific guidance on the financial 

reporting im pacts associated w ith risks in the IT environm ent, including 

furtherguidance on the nature and extentofIT testing required by 

m anagem ent, w ould be helpfulforlarge com panies w ith com plex IT 

environm ents. Furtherconsideration and definition orrisk-based testing in 

the IT environm entw ould be usefulto assistcom panies and external 

auditors to focus on higher im pactrisks. 
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In response to Q uestion N o. 30, the C O B IT fram ew ork w as adopted for 

delivering the IT fram ew ork. The C O B IT fram ew ork is a com m only used IT 

standard and is notproprietary to B P . There are severalsections ofthe 

C O B IT fram ew ork (such as D isasterR ecovery)thatextend beyond the 

requirem ents forreliable financialreporting. A llofthe sections ofC O B IT 

have been considered, and B P has selected those com ponents thatare 

m ostapplicable to reliable financialreporting. 

In response to Q uestion N o. 31, docum entation perform ed by m anagem ent 

w as beyond requirem ents as a resultofa bottom -up approach, w hich 

identified too m any processes and did notfocus on higherlevelrisks. 

G uidance should directcom panies in the first instance to a top-dow n 

approach and m apping ofthe significantfinancialstatem entaccounts and 

notes to the processes. Thereafteronce the risks and m ateriality are 

determ ined m anagem entw illfocus on higherlevelrisks, processes and key 

controls. 

In response to Q uestion N os. 32 through 35, additionalguidance is not 

considered necessary. 

We appreciate yourconsideration ofourcom m ents. 

Sincerely, 

Iain Macdonald 
G roup V ice President & 

G roup C ontroller 


