Financial reporting
CAG calls for
FRC probe
into corporate
management

FE REPORT

Comptroller and Auditor
General (CAG) of
Muslim Chowdhury on
Saturday said the corporate
management should be one
of the areas of investigation
by the Financial Reporting
Council (FRC) along with
the auditors.

The government formed
the FRC as a regulator for
the auditors as they are
often blamed for cooking
the financial statements, he
told a webinar on
"Financial Reporting Act-
2015: Its Implications on
the Business Houses".

The Dhaka Chamber of
Commerce and Industry
(DCCI) organisedthe webi-
nar with its president
Shams Mahmud in the
chair.Aftab-Ul Islam, a
director of Bangladesh
Bank,also joined it.

Mr. Chowdhury said the
corporate governance and
its behaviour is important
as the FRC is responsible
for lack of credible finan-
cial statements.He, howev-
er,suggested the FRC to
play a role of persuasion
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rather than imposing any-

The

sidering the cost of comph-
ance. Moreover, the IFRS is
not applicable for the SMEs

friendly accounting and
financial reporting guide-
lines for MSMEs needed to

Financial Express

the key factors, he mentioned.
Barrister A’ M Masum
said that theFRC being a

process and accountability.
"Good financial reports
will make businesses compa-

thing in the next four to five of Bangladesh right at this be in place to ensure better regulator has to make sure rable globally and create
years. moment. access to finance. the public interest entities to  investors' confidence and
He also stressed the need Speakers attending the The FRC needed to have abide by the regulations. ensure high ethical values,"
for improving the visibility ~webinar said that in the con- more professional resources He emphasiscd on he added.
of the FRCtobe abletocol- text of increasing digitisa- for implantation of this Act, Without  international
laborate with Bangladesh tion, cc iance to account-  he added. and board of a cc p accounting dard (IAS) or
Bank, BSEC, IDRA or ing standards as well as fair Aftab Ul Islam said the that the FRC can look into n international financial
other regulatory bodies. and transparent financial audit firmsmay require a rat-  according to section 47. reporting standard (IFRS),
The CAG said the 4th reporting is essential. ing system like camel rat- Mr. Muhammad Faroog, he said the financial report
industrial revolution will DCCI president Shams ing.He said that better finan-  president at the Institute of will not be accepted locally
change many things overnigh- Mahmud said the FRC need- cial reporting will help Chartered Accountants of or internationally.
tas machine will do most of ed to play a more effective attract FDI and create busi- Bangladesh (ICAB) said the "Establishment of
the jobs and as such the role for improvement of the ness confidence. FRC should play a role to  Financial Reporting Council
accounting practice will be quality of audit and corpo- "We have to enh gulate the regulator (FRC) is a positive effort and
mechanical products. rate financial reporting sys- credibility and, in that ase. Financial reports are the corporates need to
He said the auditors should  tems signiﬁmmly which will  we can examine the success- being prepared by the com- change their mindset as
be competent enough to take y help add ful ples of other coun- pany and upon that report  well," he added.
the challenges of the Industry the willful default loan prob- tries in terms of financial the audit report is prepared He also emphasised on
4.0 for their own sake. lem in the banking sector. reporting regulations." by the auditors, he said. creating more competent
He said: "While inter- He said that transparent Dir. Javed Siddiqui, an asso- "If any lies found, professional acc in
viewing for the posts of exec-  financial reporting by all the ciate professor at University of not only the auditors are to  the country. "We also
utive directors for the FRC, I  listed companies as well as Manchester, UK said the be blamed, but the g hould conduct a GAP
gave just 5.0 marks to the non-listed companies is very FRC has been given much ment of the company should lysis in order for prepa-
candidates out of 100 marks.  critical to gain investors' con-  authority and it should actto  also be accountable for ration and presentation of
This is the professional stan-  fid and thereby attract-  maintain transparent financial  that," he noted. financial statements."
dard of the auditors." ing investment in the capital reporting by the auditors. He said the lmplcmcma- M Anwarul Karim, anoth-
He said the institutions market. He said that the auditors tion of the IFRS is also poor er executive director at the
like ICAB and ICMAB will "To attract foreign invest- fee in Bangladesh is low- even in the banking sector. FRC, said that it focused on
have to collaborate with the ment, MSME reporting also  erthan that of other countries Moh d Mohiudd h the financial
FRC to enhance the manage- needs to meet international  and opined that low fee does Ahmed, executive director at rcpomng of the business
ment information sy and dards not ensure quality work. the FRC, presented the houses while working on
and corporate governance in such as those set by the For a credible audit report  keynote paper. He said that enhancing the standards.
the next 10 years. International Accounting with local or international there are three implications The FRC will conduct var-
About adopting IFRS, he  Standards Board," the DCCI  acceptance, corporate gover- of the financial reporting act ious outreach programmes
said that it should be based  chief said. nance and positive will of the on the busm&ss houses like and trainings for simplifica-
on our national context, con- He said that simple, user-  c« are audit  tion of the standards, he said.
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He also said that if the busi-
nesses think IFRS is compli-
cated for them, they can hire
or outsource consultant.

Md. Jasim Uddin Akond,
president at the Institute of
Cost and Management
Accountants of Bangladesh
(ICMAB) suggested includ-
ing cost audit and requested
the FRC to take initiative in
this regard.

CQK Mustaq Ahmed,
former chairman of FRC,
said that the FRC's supervi-
sory role should be strength-
ened. "The FRC is now at its
take off situation and slowly
it will be able to enhance its
visibility."

N K A Mobin, DCCI
senior vice president, deliv-
ered votes thanks,

Jasimharoon@yahoo.com
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Financial reporting
lapses stem
from FRC's lax

approach: experts

STAR BUsINESs REPORT

Financial Reporting Council, Bangladesh (FRC) needs to
be more proactive in its approach to establish efficient
corporate governance and serve people authentic
information and true services, experts said yesterday.

Many well established small and medium enterprises
(SMEs) have been running their operations while declaring
inaccurate audit reports and flouting regulations as the FRC
has not acted strongly enough to prevent such illicit acts.

Since many of these issues often go overlooked or
unchecked by the authorities concerned, ordinary people
and investors in most cases end up getting cheated, they
added.

Mohammad Muslim Chowdhury, comptroller and
auditor general of Bangladesh, said the financial reporting
act covers a range of financial issues, such as audits, in
order to ensure accountability and transparency in the
country’s financial reporting procedures.

But for the act to be properly implemented, Bangladesh
needs more accounting professionals and the FRC needs
to improve on transparency issues, he told a virtual
discussion on the FRA organised by the Dhaka Chamber
of Commerce and Industry (DCCI).

“To that end, the FRC can collaborate with Bangladesh
Bank, the Bangladesh Securities and Exchange Commission,
Ministry of Finance or any other related regulatory bodies,”
Chowdhury said.

DCCI President Shams
Mahmud said the FRC needs
to be more effective in its
attempt to bring significant
changes to the quality

of audit and corporate
financial reporting systems

According to the auditor general, the DCCI was for the
FRC motivating SMEs to improve corporate governance in
the sector.

Meanwhile, DCCI President Shams Mahmud said the
FRC needs to be more effective in its attempt to bring
significant changes to the quality of audit and corporate
financial reporting systems.

“This would also help address the wilful loan defaulting
problem that is prevalent in the banking sector,” he added.

The capital market in Bangladesh is underdeveloped
while its market capitalisation to GDP ratio is one of the
lowest in the world.

Transparent financial reporting from both listed and
non-listed companies is crucial to gain investor confidence
and subsequently attract investment in the capital market.

“To attract more foreign investment, the micro, small and
medium enterprises (MSMEs) need to meet the standards
set by International Accounting Standards Board when
filing their financial reports as well.

Simple, user-friendly accounting and financial reporting
guidelines for the MSMEs need to be introduced in order
to ensure better access to finance for the sector and so, the
FRC needs more professional resources to implement the
act, Mahmud said.

Aftab Ul Islam, a director of Bangladesh Bank and
former president of the DCCI, said a rating system, such as
the CAMELS rating, could be put in place for audit firms.

The CAMELS is an international rating system used by
regulatory banking authorities to rate financial institutions,
according to the six factors represented by its acronym
“Capital adequacy, Asset quality, Management, Earnings,
Liquidity, and Sensitivity”.
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“We have to enhance our credibility and to
do so, we can learn from other countries that
have successfully implemented financial
reporting regulations,” Islam added.

Mohamma Mohiuddin  Ahmed,
executive director of Financial Report
Monitoring Division, presented a keynote
paper during the event.

Good financial reports will make the
country’s businesses comparable to their
global counterparts, ensure higher ethical
values and boost investor confidence, he
sai

If the international  accounting
standard (IAS) or international financial
reporting standard (IFRS) are not met,
financial reports from local companies
will not be accepted either domestically
or intemationally, the DCCI said in a
statement.

According to M Anwarul Karim, executive
director of the FRC's Standard Setting
Division, the organisation was working
10 enhance financial reporting standards
by conducting numerous outreach
programmes and training sessions.

Karim also said if any business feels
that meeting the IFRS was too complicated
for them, they could hire a consultant or
outsource the job entirely.

Javed Siddiqui, associate professor of
the University of Manchester, said the
FRC has been given tremendous authority
and therefore, should act to maintain a
transparent financial reporting  system
among auditors.

‘The key factors to preparing a credible
audit report acceptable both locally and
internationally are efficient corporate
govemance and a positive attitude of the
company’s management, he added.
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EXPERTS and businesses
on Saturday laid emphasis
on ensuring an effective
financial reporting system
for companies to attract
foreign direct investment
and to address the wilful
default loan problem in the
banking sector.

At a webinar on ‘Finan-
cial Reporting Act-2015: Its
Implications on the Busi-
ness Houses’ organised
by the Dhaka Chamber of
Commerce and Industry,
the speakers said that in the
context of increasing digi-
talisation, compliance to
accounting standards and
fair and transparent finan-
cial reporting was essential
for the country.

‘Better financial report-
ing will help attract foreign
direct investment and cre-
ate business confidence.
We have to enhance our
credibility and in that case,
we can examine the suc-
cessful examples of other
countries in terms of finan-
cial reporting regulations,’
said Bangladesh Bank di-
rector and former DCCI
president Aftab Ul Islam.

He said that there might
be a rating system for audit
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Experts, businesses for effective financial
reporting to attract FDI, reduce NPL

firms like the camel rating.

‘The Financial Report-
ing Council needs to play
a more effective role to im-
prove the quality of audit
and corporate financial re-
porting systems significant-
ly which will consequently
help address the wilful de-
fault loan problem in the
banking sector,’ DCCI presi-
dent Shams Mahmud said.

He said that transparent
financial reporting by all
listed and non-listed com-
panies was very critical to
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gain investors' confidence
and thereby, to attract in-
vestment to the capital
market.

In order to attract foreign
investment, MSME report-
ing also needs to meet in-
ternational  requirements
and standards like those
set by the International Ac-
counting Standards Board,
Shams said.

University of Manches-
ter associate  professor
Javed Siddiqui said that
for a credible audit report

and local or international
acceptance, corporate gov-
ernance and positive will
of the companies’ manage-
ments were key factors.

He said that the FRC
should act to maintain
transparent financial re-
porting by the auditors.

Former Financial Report-
ing Council chairman CQK
Mustag Ahmed said that
the FRC's supervisory role
should be strengthened.

Regarding fixing the
threshold for public inter-
est entities in the SME sec-
tor, he said that the FRC
might have a consulta-
tion with the stakeholders
to fix it.

Institute of Chartered
Accountants of Bangla-
desh president Muhammad

said that the FRC
should play the role of the
regulator of the regulators.

‘Companies prepare the
financial reports based on
which the audit report is
prepared by the auditors.
If any anomalies are found,
not only the auditors are to
be blamed, but the man-
agement of the companies
should also be held ac-
countable,’ he said.

Comptroller and auditor
general of Bangladesh Mo-

hammad Muslim Chowd-
hury said that the financial
reporting act covered the
compulsion of public inter-
est entity besides financial
courses.

In the next four to five
years, the FRC should play
a role of persuasion rather
than imposition, he said.

Regarding the adoption
of the IFRS, the auditor
general said that it should
be based on the country’s
context considering cost of
compliance and that the
IFRS was not applicable for
SMEs in Bangladesh right
at this moment.

Financial Report Moni-
toring Division executive
director Mohammad Mo-
hiuddin Ahmed said there
were three implications of
the financial reporting act
on business houses which
included financial state-
ment, audit process and ac-
countability.

Good financial reports
would make businesses
comparable globally and
build investors’ confidence
and ensure high ethical val-
ues, he said.

He also emphasised the
creation of more competent
professional accountants in
the country.
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Stress on FRC’s role to address
default loan problems

........................... STAFF CORRESPONDENT . ..
Financial Reporting Council (FRC) needs to
play more effective role for improvement of qual-
ity of audit and corporate financial reporting sys-
tems significantly which will consequently help
address the willful default loan problem in the
banking sector.

Dhaka Chamber of Commerce and Industry
(DCCI) President Shams Mahmud made the re-
marks at a virtual seminar on “Financial Reporting
Act-2015: its implications on the business houses”
organised by DCCI on Saturday.

Comptroller and Auditor General of
Bangladesh Mohammad Muslim Chowdhury
joined the webinar as the chief guest while Aftab-
Ul Islam, Director, Bangladesh Bank joined as guest
of honour.

Speaking at the programme, DCCI President
said that transparent financial reporting by all list-
ed companies as a well as non-listed company is
very critical to gain investors' confidence thereby
attract investment in the capital market.

To attract foreign investment, MSME reporting
also needs to meet international requirements and
standards such as those set by the International Ac-
counting Standards Board, he said.

“Simple, user-friendly accounting and financial
reporting guidelines for MSMEs need to be in place
to ensure better access to finance,” added DCCI

president. Mohammad Muslim Chowdhury FRC
needs to improve the visibility and for that it can
collaborate with Bangladesh Bank, BSEC, Ministry
of Finance or other regulatory body.

“In the next 4 to 5 years FRC should play a role
of persuasion rather than imposition,” he suggest-
ed. For improvement of corporate governance in
the small business houses or SMEs, FRC can play
its motivating role, said Muslim Chowdhury.

Mentioning the wave of 4th industrial revolu-
tion, Comptroller and Auditor General requested
the institutions like ICAB and ICMAB to collabo-
rate with FRC to enhance management informa-
tion system and corporate governance in next 10
years of time. Bangladesh Bank Director Aftab Ul
Islam said better financial reporting will help at-
tract FDI and create business confidence.

“We have to enhance our credibility and in that
case we can examine the successful examples of
other countries in terms of financial reporting reg-
ulations,” he added.

Among others, Executive Director; Standard
Setting Division of Financial Reporting Council
(FRA), Associate Professor of University of Man-
chester Javed Siddiqui, The Institute of Chartered
Accountants of Bangladesh (ICAB) President
Muhammad Farooq, The Institute of Cost and
Management Accountants of Bangladesh
(ICMAB)President Jasim Uddin Akond also joined
the webinar.
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