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FOREWORD

The Committee welcomes the guidelines published by the
Working Group on Internal Control and Financial Reporting and
appreciates the work involved 1in giving effect to the
intentions of paragraph 4.5 of the Code of Best Practice, in
terms which makes it clear to boards of directors of listed
companies what is expected of them.

The aim of paragraph 4.5 of the Code is to ensure both that
there is an appropriate control system in place and that it
is being applied effectively. Failures in systems of internal
financial control were one of the causes of the setting up of
the Committee. The Committee believes that the Working
Group's guidelines are consistent with the spirit of
Para 4.5., including the reporting regulrements as to
responsibility and the description: of key procedures
designed to provide effective internal financial control.

Directors may also wish to state their opinion on the
effectiveness of their system of internal control. Such
statements will be helpful as a means of working towards full
implementation of this section of the Code.

In the meantime, compliance with the guidance issued by the
Working Group will be regarded as constituting compliance
with paragraph 4.5 of the Code. The Committee's successor
body will put in hand a review of the working of the Code
when it takes over in June 1995 and, in doing so, will have
the benefit of practical experience of the way in which the
guidance on internal control and financial reporting is being
implemented.
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