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· Under Sec143(3) (i) of the Companies Act,2013 , the statutory auditor of  a company is required to report on whether the company has an adequate internal financial control ( IFC) system in place and the reporting operating effectiveness of such controls. 
· An explanation to Sec 134(5) (e) of the Companies Act,2013 defines IFC “Policies and procedures  adopted by the company for  ensuring  orderly and efficient conduct  of its business , accuracy and completeness of the accounting records , and timely preparation of reliable information.
Reporting requirements of Management under IFC :-
· Sec134(5) (e)  of the 2013 Act ( which deals with the director’s responsibility statement) requires directors of listed companies to state whether they had laid down  IFC to be followed by the company and that such IFC are adequate and were operating effectively.
· Rule 8(5) (viii) of the Companies ( Account ) Rules, 2014 (Rules) requires Board ‘s report of every company in India to state the details in respect of adequacy of ICFR with  reference to the  financial statement .
Guidance Note issued by the ICAI  talks about report on ICFR  for all companies Board’s report to state adequacy of IFC with respect to financial statements .
For  the above purpose , the Guidance Note defines  IFC-FR to mean  a process designed by , or under the supervision of, the company’s principal executive and principal financial officers, or persons performing  similar functions , and effected by the company’s board of directors, management, and other personnel , to provide reasonable assurance regarding  the reliability of financial reporting and the preparation of financial statements ( i.e Balance Sheet, Income and Expenditure A/c or Profit and Loss A/c, Cash Flow Statement, statement of change in equity  and notes to account in support of the F.S.
Guidance Note on ICFR talks about reporting by the management for all companies on 
ICFR on financial statements. For all companies in India, the management has to report on integrated reporting which means internal control is adequate and operating effectively 
in relation to  (a) entity level controls (b) process level controls/transaction level controls  (c) general IT controls  which in addition to ICFR with reference to the financial statement.

An explanation to (a) includes the following controls are adequate and operating effectively:-
· Code of Conduct.
· ISO guidelines 
· Risk Management Policy (ERM)
· HR Policy
· Policy in relation to related party transactions 
· Business Continuity Plan
· Organization structure in present and proper division of work and responsibilities 
· Disaster Recovery Plan 
· MIS & Other Reporting.

An explanation to (b) includes the following controls  are adequate and operating effectively :-
· Receivable
· Procure to Pay
· Payroll & Hire to Retire
· Fixed Assets
· Inventory Management
· Treasury
· Record to Report 
· Duties and Taxes.
An explanation to (c ) includes the following controls are adequate and operating effectively:-
· Billing System 
· User Access
· Access Log
· Password Policy
· Backup and Restoration
· Change Management
· Data Centre- physical and environmental controls

Sankyu India Logistics & Engineering Pvt Ltd  will have to report under Board Report   to state the details in respect of adequacy of ICFR with  reference to the  financial statement  and which includes also operating internal control  for both IT and Non-IT and strategic controls.



