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The journey I started at the beginning of this year as President of 
ICMAB has come near to the end. The present National Council 
and I have tried our best to uphold the professional image of 
ICMAB and its members. We have done everything to establish 
ICMAB as a professional accounting body, CMAs as professional 
accountants and Cost and Management Audit as one of the 
specialized audits in Bangladesh. 

December is a glorious month for Bangalee nation. We earned 
our great independence after nine months' blood shedding war of 
liberation. Just few days back, we have celebrated the 45th Victory 
Day in a festive mood! Before that we have commemorated 
SAARC Charter Day on 8th December and on 18-19 October of 
this year ICMAB hosted SAFA International Conference 2015 
which was well appreciated by our members and SAFA member 
bodies. I have also attended the Conference of Confederation of 
Asia and Pacific Accountants' (CAPA) at Coex, Seoul, Korea on 
27-29 October, 2015. The world's first global climate deal to limit 
greenhouse gas emissions has also been adopted formally in Paris 
on 12 December, 2015. As such, this year has become very 
significant for Cost and Management Accountants (CMAs) as well 
as global community.

COP21: Paris agreement is a milestone to limit global warming, 
though further improvements will be required in future. However, 
it is believed that this will also help attaining more sustainable 
global economy; because global businesses and investments shall 
abide by the environmental issues in the days ahead under this 
agreement and the globe will witness real economic changes. 
From now on, matters of public finance management will get 
importance for spending billions of dollars for this purpose. Here 
the professional accountants should remain very alert to ensure 
transparency, accountability and good governance in public finance 
management. 

PRESIDENT'S
UPDATES

Year 2015 ends
with a pleasant

and festive mood!



Abu Sayed Md. Shaykhul Islam FCMA
President, ICMA Bangladesh
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We, the professional accountants are playing 
important role to strengthening regional as well 
as global economic cooperation. But, it is time 
to reduce political tension also, particularly 
border tension for attaining Sustainable 
Development Goals (SDGs). All economic 
indicators forecast that the future economic 
development center of the globe is Asia; 
particularly South Asia. In order to grabbing the 
new economic opportunities, countries of this 
region should work collectively to fight 
terrorism financing, money laundering and 
human trafficking in one hand and increase 
both bilateral and multilateral business and 
economic cooperation on the other. We have 
to overcome conflicts and mistrusts for the 
sake of our people and give more emphasis on 
peace, progress and prosperity. In this regard 
professional accountants of this region are 
playing a leading role to strengthening the 
bondage and fraternity among the professionals 
of SAARC countries which inspires the other 
segment of the society to work more and do 
more for achieving the common goals of the 
countries of this region.

The World Bank and other global organizations 
are now telling that Bangladesh can achieve 
eight percent GDP, provided it can increase 
investments and tax revenue and create more 
job opportunities. For this purpose, the 
government has to facilitate the 
industrialization of the country which needs 
electricity, gas and infrastructure developments 
on priority basis. Side by side, matters of law 
and order and rule of law should be on the top 
of the agenda list to ensure that life, property 
and money of the investors are safe in 
Bangladesh. Moreover, governance of public 
enterprises and corporate bodies shall also be 
improved a lot to protect general investors' 
interest. In this regard CMAs have to work 
under professional ethics and integrity to 
protect public interest balancing between our 
performance and conformity. Under the 
changed scenario of global economic recovery, 
the government and general public expect 
more detailed and transparent accounting and 
auditing information from us than before and 
the professional accountants shall meet the 
demand of the day. 

Professional accountants are in a position to 
support business and investments which in turn 
creates jobs and social benefits and ultimately 
reduce poverty. It is indeed high time for the 
professional accountants of the countries 
around the world to act more responsively to 
achieve the goals of their respective 
organizations in one hand and protect public 
interest on the other. Today, we have to address 
the matters of public interest with utmost 
sincerity and priority. Professional accountants 
should understand that they are not only 
accountable to their employers; they are also 
accountable to the general investors and public. 
In addition, they are accountable to the whole 
nation, and in the same way, they are accountable 
to the seven billion people of the world and also 
to the future generation of this planet. 

The Government of the honorable Prime 
Minister Sheikh Hasina, has a vision to graduate 
Bangladesh into middle-income country by 2021. 
CMAs are the right professionals to act as 
catalyst to the government to make Bangladesh 
Asian Economic Tiger; because professionally 
efficient and accountable human resource is best 
resource to achieve the economic goals. So, it is 
time for us to work more intelligently to make 
ICMAB as a center of excellence to produce 
world class human resources; particularly 
Professional Accountants, Business Executives 
and Management Experts who can really deliver 
world class services. 

I have a dream to develop CMAs as the first 
choice of the employers for getting strategic 
corporate management and financial services. 
ICMAB has been able to achieve remarkable 
progress in this year and in fact, year 2015 ends 
with a pleasant and festive mood! But the end of 
a year is the beginning of a new year with new 
hopes and aspirations. So, let us welcome the 
New Year 2016 and look forward to reach to 
further heights in next year.

Happy New Year !
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Abstract

Much debatable topic during the year 2015 was the enactment of 
Financial Reporting Act 2015, a regulatory storm to redefine the 
existing accounting and reporting environment in the country in 
many respects. With the act, accounting practitioners and 
professionals come under new regulatory requirements which 
actually bring an end to long year's 'self-regulatory regime'. It is a 
timely response due to the pressure from different stakeholder 
groups for the sake of transparency and accountability in the field of 
accounting and reporting. Globally, public trust on financial reporting 
has been depreciated at an alarming rate which needs to be 
addressed immediately to save the society from a severe financial 
tsunami. US responded through the enactment of SOX Act 2002, 
many other countries are also following them and Bangladesh is not 
an exception. This paper sheds light on some proud stories of 
accounting which made it a divine discipline, how the pride has been 
stolen away by some unscrupulous accountants and how the society 
is responding to get it back to its due position - really it is a journey 
of enlightening.

Keywords: Agency, stewardship, transparency, accountability, 
reporting, enlightening.

Nikhil Chandra Shil FCMA
Assistant Professor
Department of Business Administration
East West University
nikhilacc@yahoo.com
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ethical boundary. As something different is 
exposed in recent period, it becomes a question 
of doubt that demand stringent legal 
requirements. It's a period of transition when 
'Enforced Enlightening' has taken over the place of 
'Implicit Enlightening'. The journey of enlightening 
never ends, it continues till eternity. Accountants 
cannot discharge his stewardship role, cannot 
ensure transparency in dealings and cannot hold 
him accountable until he is enlightened with the 
code of ethical standards.   

This paper has presented two important historical 
events relating to the evolution of accounting 
which properly demonstrates the proclamation of 
ethics in accounting. Then it proposes the STAR 
framework and concludes with the new regulatory 
regime and preparedness of accountants for the 
same.

Church Accounting:  A Holy Beginning
The beginning of accounting was not a sudden 
rather it was a part of renaissance process that 
was purely driven by the commercial efforts of 
merchants during early ages. It was started with 
the concept of Double Entry Book-keeping (DEB) 
which was prevalent in different part of Italy. The 
story of DEB has been told as an economic 
change in Italy and as an intellectual discovery 
carried from the Arab world to Western trading 
partners. It has been argued that DEB is important 
evidence of the rising tide of commercialism and 
that three powerful trading cities - Venice, Genoa 
and Florence - had a community of financial 
resources and practical knowledge to foster 
bookkeeping.  It also has been argued that DEB 
mirrors the gradual change in religious attitudes 
toward trade. Religious and secular interests 
converged upon a new idea: profit and loss in the 
balance sheet.  These arguments are a starting 
place for exploring the risks that DEB addressed.

Luca Pacioli (1445-1514), the father of accounting, 
was the most influential codifier of Double Entry 
Book-keeping (DEB). Born into the lower middle 
class, befriended as a youth by Piero della 
Francesco, and as an adult by Leonardo da Vinci, 
Pacioli was a Franciscan conventual friar, a member 
of a merchant's household, a mathematics 
professor teaching in Rome, Milan, Padua, Perugia 
and Florence, and an author supported by 
powerful patrons.  Pacioli is best known today for 
his mathematical works and his treatise on 
bookkeeping. Pacioli's Summa de Arithmatica, 
Geometria, Proportioni et Proportianalita, a general 
text on mathematics, geometry and algebra for 

Introduction
The very beginning of accounting was due to a 
cause of humanity. Serving community by keeping 
their records was the main motto during ancient 
time. The primitive definitions of debit and credit 
also give us a similar indication that in a 
transaction one party receives and another party 
gives what should be equal in kind and substance. 
Gradually, refinement into the definition comes in 
when people understand that serving without 
profitability is a very short-run perspective; in the 
long run it is impossible if one cannot ensure 
sustainability through profitability and growth. 
With this, accounting has got its entry into the 
universe of trade and commerce. It receives due 
consent from the society in its new journey and 
has observed radical growth in its application and 
acceptability over the centuries. The discipline 
seriously ventured on some spiritual constructs 
like stewardship, accountability, transparency etc. 
On the wake of the century, the event of unveiling 
some massive corporate manipulations have 
capsized the long years pride and confidence on 
the role of accounting and reporting. The incidents 
were very particular and everybody was fingering 
at the public accountants for their significant 
wrongdoing, being sold to personal greediness at 
the cost of millions. It brings an unpleasant end of 
'Self-Regulatory Empire', which was the place of 
pride for accountants who successfully have taken 
care of themselves without any questions. It is 
thought to be a process of refinement, re-
correction and respect towards the blame which 
will surely help us to regain our monarchy. We feel 
lucky that the society hasn't withdrawn their 
consent on the continuation of the accounting and 
reporting process, the only means of getting 
information to back their rational decision making 
process, rather they vote for new ways to keep 
the reporting process out of unholy touch. The 
outburst that has destroyed the financial discipline 
in the west has also brought a cascading effect 
globally and thus international community has 
demonstrated a collective effort in this regard 
through imposing stringent regulatory 
requirements.

Accounting profession is founded on strong ethical 
stances. These are not the standards written on 
paper only; these should be hold, believed and 
practiced in a spiritual way. Accountants need to 
be enlightening; something comes from celestial 
that is implicitly transcribed in the discipline. It is 
believed that an accountant due to his perceived 
role and power will always tie him within this 
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1 John Giejsbeek mentions that in the Summa, the Particularis De Computis Et Scripturis is Part 1, Section 9, Treatise 11.  
John Giejsbeek, Ancient Double-Entry Bookkeeping  (Denver, CO:  John Giejsbeek, 1914), 5.

2 Raymond de Roover, "The Story of the Alberti Company of Florence, 1302-1348, as Revealed in Its Account Books, "The 
Business History Review 32, no. 1 (1958): 46-47, http://www.jstor.org.  De Roover cites contracts in Castellani's Nuovi testi.

came forward to serve the community through 
ensuring security to their wealth. Most of the 
Church houses had started to construct 
storerooms in addition to prayer rooms to 
preserve the wealth of people. This service 
warrants a customized record keeping system 
where two parties were involved; the church 
house in one side and the owner of wealth on the 
other side. There was no profit element in the 
transaction apparently. However, indirectly there 
was and it was the selling of Christianity. If this is 
critically analyzed, one can understand it easily 
why the beginning of accounting was caused by a 
holy reason. And the person who codified DEB 
brought a revolution due to his expertise and 
belief. As a teacher, he know the art of 
dissemination of knowledge and as a Christian 
Priest, he demonstrated the piety in human deeds 
to the fullest extent which made accounting a 
holly discipline. This integration in business 
dealings is manifested in following paragraph. 

Italian merchants of the Middle Ages customarily 
started their partnership contracts with the 
formula "in the name of God and profit". The 
earliest example of such a contract occurs in 
1253, and the phrase appears as late as 1531.  The 
combination sounds odd to contemporary 
readers, but the phrase is a briskly pious 
acknowledgement of God's role in permitting or 
denying the blessings of wealth, of risk in a world 
governed by God. To understand this phrase is to 
understand the conditions in which bookkeeping 
developed and the uncertainties it aimed to 
control.2  
                

Coffee House Culture
History works as a silent observer and reservoir 
of human efforts and endeavor in its journey 
towards civilized life. Coffee house culture was 
one of such historical movement that has brought 
a significant change in the life style of people and 
forced the human endeavor one step ahead. 
English coffeehouses, in the 17th and 18th 
centuries, were public social places where people 
would meet for conversation and commerce while 
drinking coffee. For the price of a penny, 
customers purchased a cup of coffee and 
admission. Gradually the coffee house concept 
spreads over the whole region and people started 

merchants and other users of math, contains a 
section called Particularis De Computis Et Scripturis 
on preparing bookkeeping books.1   The Summa 
Arithmatica was published in 1494, just before the 
turn of century, two years after Columbus sailed, 
when it was profitable to venture on new trade 
routes, and when European ships could just about 
- with a great deal of luck and seamanship - 
manage deep and rough waters on unknown 
routes. In Italy, trade was an important method for 
wealthy men to remain wealthy.  

Pacioli's short bookkeeping treatise is written in 
the chatty tone of well-used lecture notes, with 
proverbs, jokes and quotes salted throughout, and 
they give very direct instructions about how a 
merchant's books are to be organized.  DEB 
standardizes all transactions as a dual debit and 
credit arrangement.  Each purchase, sale or trade 
is recorded in a ledger twice:  as a credit to one 
account, and as a debit to another account.  Rules 
govern the entry of accounts, and beginning 
bookkeepers need training before they can be 
trusted to use the method correctly. Luca Pacioli's 
DEB, as presented in the treatise, is a codification 
of the risk represented by time, the loss of 
reputation, and the control of agents.  The books 
served as narration and self-reflection as much as 
they were a tool for regulating the practice of 
accounting. Pacioli helped propagate bookkeeping 
techniques as a personal risk response system and 
so bridged the tensions between profit and God.

The above discussion is very important in 
understanding the beginning of accounting and its 
scope. Accounting had successfully made an 
unseen bridge between commerce and trust. Luca 
Pacioli has carefully made the choice on which 
accounting still venture around. As a Christian 
Monk, he has brought his mathematical knowledge 
in the realm of serving the community. It will be 
more obvious if the example of services that a 
typical church house provided to surrounding 
community is brought into focus. Along with 
preaching the Christianity, the churches had 
started to provide stewardship services to the 
community. During that time people were very 
much scared due to sudden attack of gang of 
robbers (usually referred as Pirates) who came 
and looted a whole village. As there was no 
security system like today, the Church houses 
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The British East India Company, at the time, had a 
greater interest in the tea trade than the coffee 
trade, as competition for coffee had heightened 
internationally with the expansion of coffeehouses 
throughout the rest of Europe (Ellis, 1956). 

The part that is not widely spoken is the other 
side of coffee house culture which stimulates the 
demise of long nurtured coffee house culture. And 
this is the disappearance of agents who has 
borrowed money to finance their dreams and 
never come back. It has educated the principals to 
innovate the structured financial deals with the 
agents and bringing them within accountability 
framework. In his analysis of the Enlightenment, 
Jürgen Habermas argues that the age of 
Enlightenment had seen the creation of a 
bourgeois public sphere for the discussion and 
transformations of opinions (Outram, 1995). 
According to Habermas, this public realm is a 
space where men could escape from their roles as 
subjects, and gain autonomy in the exercise and 
exchange of their own opinions and ideas 
(Outram, 1995). 

STAR Framework
STAR Framework explains three important 
aspects of financial reporting. These aspects are 
rooted in different management theories. There 
has been a recent demand for theories that 
present a more positive view of managers and 
organizations (Donaldson, 2005; Nahapiet et al., 
2005). One of such theories, agency theory, paves 
the foundation of other theories. Agency Theory, 
developed in the financial economics literature 
(e.g., Jensen and Meckling, 1976; Fama and Jensen, 
1983), has attracted organization theorists and 
strategic management scholars, resulting in a large 
number of studies over the last three decades. The 
theory asserts that, due to the separation of 
ownership and control in modern corporations, 
there is often a divergence of interests between 
the parties involved: the principal and the agent 
(Hoskisson et al., 1999). Another theory, the 
Stewardship Theory, has been framed as the 
organizational behavior counterweight to rational 
action theories of management (Donaldson and 
Davis, 1991 & 1993). This theory holds that there 
is no conflict of interest between managers and 
owners, and that the goal of governance is, 
precisely, to find the mechanisms and structure 
that facilitate the most effective coordination 
between the two parties (Donaldson, 1990). The 
'model of man' in Stewardship Theory is someone 
whose behavior is ordered such that pro-

to use it as a meeting place for their ultimate 
needs, keeping recreational purpose aside. The 
historian Brian Cowan describes English 
coffeehouses as places where people gathered to 
drink coffee, learn the news of the day, and 
perhaps to meet with other local residents and 
discuss matters of mutual concern (Cowan, 2005). 
Historians often associate English coffeehouses 
during the 17th and 18th centuries with the 
intellectual and cultural history of the Age of 
Enlightenment: they were an alternate sphere, 
supplementary to the university. How did it 
happen? 

Usually, two types of people attended coffee 
houses. One group represents the rich folk of the 
society who had fortune and idle capital; however, 
they were reluctant to utilize their wealth from 
value maximization perspective. Gradually they 
become the venture capitalists.  Another group 
was leaded by very smart people having saleable 
and lucrative ideas in mind; however, lack 
resources to materialize them. They came to the 
coffee house, took the floor purposively and 
presented their plan in a very convincing way. 
Other group listened to them, dreamt on their 
ideas and mostly captured in trap of funding these 
ventures most of which remained undiscovered in 
the long run. This story gave a historical testimony 
of how a principle-agent form of business 
relationship has been evolved in a coffee house. 
Though it was unfounded and unstructured 
initially, it demonstrates an opportunity of 
exchanging views and resources with a very 
commercial motive. Gradually it took over the 
institutional form. In the 17th century, 
stockbrokers gathered and traded in coffee 
houses, notably Jonathan's Coffee House, because 
they were not allowed in the Royal Exchange due 
to their rude manners. At Lloyd's Coffee House, 
frequented by merchants and sailors, deals in the 
shipping industry were conducted. As a result, it 
became the major insurer Lloyd's of London 
(Lillywhite, 1963).

Towards the end of the 18th century, coffeehouses 
had almost completely disappeared from the 
popular social scene in England. The reasons of 
such disappearance are multifaceted. Ellis argues 
that coffeehouse patrons' folly through business 
endeavors, the evolution of the club and the 
government's colonial policy acted as the main 
contributors to the decline of the English 
coffeehouse (Ellis, 1956). Government policy 
fostered trade with India and China, and, the 
government offered encouragements to anything 
that would stimulate demand for tea (Ellis, 1956). 
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organizational behaviors have higher utility than individualistic 
behaviors (Davis et al., 1997). 

Figure 1 reflects the principal - manager choice model in 
consideration of two different roles: agent or steward. 

Figure 1: Principal-Manager Choice Model (Source: Davis, Schoorman and Donaldson, 1997)

As the above figure reflects, it makes a clear difference when 
principal and agent have different choices frustrating each 
other (quadrants 2 and 3 in above figure). And this is the place 
where accounting and reporting enters into the picture to 
bring proliferation and validation into the system. It is a 
charismatic role that the accountants play to confirm discipline 
in the whole process, it is a business of trust and confidence. 
Over the years, accountants are satisfying wide varieties of 
stakeholders (internal, external and connected) though this 
legitimate process of reporting as depicted in Figure 2 below.   

   

Figure 2: Ideal role of Accountants towards Stakeholders
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before the enactment of SOX in 2002 in US, it 
took long years to materialize the issue. 

Now, it is the demand of the society, the biggest 
stakeholder, who has empowered the accountants. 
It should not be questioned rather complied. It 
was the talk of the year that Bangladesh is having 
Financial Reporting Act soon and now it becomes 
reality. This section presents some important 
aspects of Financial Reporting Act 2015 for 
understanding how it can strengthen the 
enlightening process.

Financial Reporting Council
Financial Reporting Act 2015 proposes a council of 
12 members that will be the supreme authority 
under FRA (Section 5). This will be a body like 
PCAOB under SOX Act 2002. The council will be 
comprised of 1) governor of Bangladesh Bank, 2) 
chairman of BSEC, 3) chairman of IDRA, 4) 
chairman of NBR, 5) president of ICAB, 6) 
president of ICMAB, 7) three representatives from 
the finance and commerce ministries, 8) two 
experts in accounting and audit other than 
members from ICAB and ICMAB, 9) the CEO 
who will be member secretary to FRC. Initially 
there was a confusion of how regulator can play 
the role of an oversight body, whether it will 
create any confliction of interest etc. However, as 
high power external stakeholder of reporting, they 
can successfully do the job which has been 
properly demonstrated in the statement below:

"While nobody likes to be inspected by their 
regulator, I truly believe that Ernst & Young (EY) 
and the entire profession will be better for it." 

James S. Turley
Former Global Chairman & CEO, EY

Testimony before the US Senate Committee on 
Banking, September 9, 2004

Divisions under FRA
To do the works effectively, FRA mentions the 
name of four different divisions as follows (Section 
22):

(1) Standards Setting Division
(2) Financial Reporting Monitoring Division
(3) Audit Practice Review Division
(4) Enforcement Division

Standards setting division will place the proposal 
of adoption, renewal, amendment and 
development of any standards relating to financial 
reporting, auditing, price setting and actuarial 
services before the council for its approval. 

Internal stakeholders are mainly the agents where 
shareholders from the connected group represent 
the principal. In a broader governance framework, 
reporting is a process of demonstrating 
stewardship, transparency and accountability 
functions to the entire stakeholder group. Due to 
this perceived role, the job of accountants 
becomes critical. Ensuring security to the wealth 
and maximum utilization of them is a type of 
stewardship function. Reporting the success of 
stewardship function to the owners and taking the 
responsibility for any valid reasoning is 
accountability. Keeping the right stakeholders 
informed on any logical ground is transparency. All 
these functionalities together bring this discipline 
in such a height that is unparallel. However, when 
there is a break in any form, it brings disaster to 
the whole process. This is the reason why 
accountants are held liable for any financial 
anomalies uncovered.    

Enlightening Process
Over the years, accountants are held responsible 
for being involved with accounting manipulation in 
multiple instances. The claim has become further 
strengthened at the wake of this century when the 
US capital markets were roiled by revelations of 
financial wrongdoing at numerous major 
companies, the damage to investors, pensioners, 
communities and markets was historic, corporate 
executives were jailed, one of the nation's largest 
companies and one of the largest audit firms went 
out of business. These events collectively put a big 
question towards this holy discipline. To restore 
public confidence in the reliability of financial 
reporting, the US Senate and House of 
Representatives passed the Sarbanes-Oxley Act of 
2002, by votes of 99-0 and 423-3, respectively. 
SOX forged a new era for the US audit profession 
by ending over 100 years of self-regulation and 
establishing independent oversight of public 
company audits by the Public Company 
Accounting Oversight Board (PCAOB). 

'Who will audit the auditors?' was a burning issue 
for last couple of years. It has been ended with a 
very strict conclusion where accountants may 
need to face the legal consequences. The US 
Model has rapidly been replicated in many 
countries which signify its importance and 
acceptability at a global scale. Bangladesh is not an 
exception also. Though the Government of 
Bangladesh felt the necessity of such an 
independent regulatory body to oversight the 
financial reporting function in the year 1998, long 
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IC
A

B

Oversight

Professional Accountants Audit Firm Company

Channel a

Channel b

Stakeholders

Standards

Financial reporting monitoring division will monitor, 
analyze and identify whether publicly traded 
companies are complying with the standards under 
the act or any other acts as applicable to Bangladesh 
during financial reporting. Audit practice review 
division will conduct review on audit practices 
followed by audit firms. And enforcement division 
will identify and analyze any violation of standards 
and proposes penalties to council as per the act. All 
these activities are related and very important for 
ensuring proper discipline in financial reporting. 
However, previous reporting environment was faulty 
and manipulation friendly. Accounting practitioners 
and professionals use prescribed standards where 
there exists no problem. The problem is with the 
oversight function which was concentrated. This is 
proven as a faulty measure to encourage financial 
manipulation making an undue relationship with the 
company (channel a) at the cost of stakeholders 
(Channel b) as presented in Figure 3 below. FRA 
through four different divisions has plugged in the 
existing loopholes which may work as an effective 
intervention in the process of bringing trust and 
confidence in financial reporting.  

Figure 3: Manipulation-friendly reporting framework  

Provision for Disciplinary Action
FRA for the first time brings penalty provisions in 
Chapter 7 which exerts a considerable strain on 
professional accountants. If any person is found 
liable in violating any provisions of FRA, he may be 
imprisoned for a period of not more than 5 years or 
imposed a cash fine of not more than 5 lacs taka or 
both (Section 48). However, the person will enjoy 
the power to appeal against the decision if he is 
aggrieved. FRC's power to take disciplinary actions 
against auditors can be viewed from two 
perspectives. Firstly, this takes away the self-
regulatory aspects of the profession. Since its 
inception, the ICAB has been in charge of 
monitoring the activities of its members and firms as 
well. Arguably, the professional body has not been 
very proactive in taking actions against its members. 
Also, a few actions have been affected by the lengthy 
judicial process. However, before taking such actions, 
the professional judgments' of the auditors would 

need to be evaluated, and due process would 
need to be followed in order to establish, 
without any doubt, that the auditors, despite 
possessing the skills and the expertise, 
intentionally issued a wrong audit report. The 
investigators would thus require high degree of 
experience and expertise in the area of auditing 
and corporate affairs. This will require significant 
resource commitments by the FRC. Secondly, 
given the socio-economic environment of the 
country, we cannot rule out the risk of potential 
abuse of such disciplinary powers for undue 
economic benefits. In such a case, the 
establishment of the FRC may end up as 
counterproductive for the corporate sector.

Preparedness
Accountants are always prepared to comply with 
any new requirements, in other words, 
accountants are trained to do so. Preparedness 
to conduct audit in new regulatory regime is not 
a problem. May be it will take some time for 
changing the mind-set on some new 

requirements like getting 
registration with FRC, comply 
with their regulatory calls, 
waiting for FRC's approval on 
different emerging issues etc. In 
countries where such body has 
been created, the process of 
accounting and reporting has 

been streamlined. Concerns of professionals in 
Bangladesh were completely out of unknown fear 
from the functionality of FRC which is manned by 
mostly non-professionals. At the global level, 
Ernst & Young expects to see increasing 
cooperation among audit regulators, many of 
which have been created since the passage of 
SOX. The International Forum of Independent 
Audit Regulators (IFIAR) was established in 2006 
and has a steadily growing membership roster. 
The PCAOB is a member of IFIAR, which 
provides a forum for discussion of common 
concerns about and practices in audit firms. It 
signifies the compelling situation that professional 
accountants throughout the world has prepared 
themselves to work in line with the new 
requirements that surely improves the 
environment. It is expected that the quality of 
audit report will be better in post-FRC period as 
it has been observed globally. The following 
statement justifies the comment purposively. 

"The foundation for audit quality was 
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Conclusion
Financial Reporting Act brings new challenges for 
accounting practitioners and professionals in 
Bangladesh. With this act, regulators in Bangladesh 
have proved that they are proactive, not reactive. 
Though we haven't come across any significant 
manipulation example in financial reporting that may 
require such stringent requirement, however, stock 
market debacles in multiple instances give a strong 
shake in the financial health of the country's capital 
market. It deteriorates the trust of small investors on 
financial reporting significantly. Regaining trust is a 
very important requirement from market regulators' 
perspective which worked as a motivation to enact 
such an act. It surely gives an opportunity to 
accounting practitioners and professionals to practice 
established norms in its real zeal.

FRA will surely work to make a bridge between the 
old and new days of accounting. The compromising 
attitude of some accountants in ensuring stewardship, 
transparency and accountability role on financial 
reporting will be checked if FRA is being implemented 
successfully. The initial debate on its applicability and 
acceptability is over and the time comes to achieve 
the highest level of trust and confidence in the field of 
financial reporting. It will help to develop the capital 
market and socio-economic condition of the country.

There are reasons for the policy makers and other 
interested parties to be concerned about the state of 
financial reporting and auditing practices in 
Bangladesh. The ICAB, despite its recent efforts, has 
not been able to create sufficient confidence 
regarding its capability to monitor its own members. 
Lot of arguments on some fundamental issues like the 
definitions of professional accountants and 
professional accountancy organizations, demarcation 
between audit and non-audit works, role of practicing 
and non-practicing members really endorses a very 
poor picture of professional maturity in Bangladesh. 
The arguments sometimes reflect the commercial 
motive of professionals rather than the professional 
development and enrichment. Consequently, 
perceptions regarding the quality of audit have 
remained poor, perhaps compelling the policy makers 
to offer the FRC as a regulatory alternative.

"I will tell you how to 
become rich. Close the 
doors. Be fearful when 
others are greedy. Be greedy 
when others are fearful."
                  - Warren Buffett
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Abstract

There exist a large number of models and associated ratios propounded by various 
authors in predicting how healthy a company's financial condition is. From traditional 
times, one of such models, Altman Z" score (1995) Bankruptcy model, have been 
constantly used for categorizing firms. This paper highlights the financial health of fifteen 
commercial, publicly traded banking companies of Bangladesh over five years based on the 
results of Altman Z" Score model. The results reveal that most of the banks belong to 
'Distress' zone; calling for strict regulation by the Central Bank, and stringent monitoring 
by the newly formed Financial Reporting Council (FRC) through Financial Reporting Act, 
2015. The trend of Z" Scores is, however, progressive towards 'Grey' zone indicating that 
the banks are becoming healthier over times. The second part of the research applies 
multinomial logistic regression, the result of which suggests that except for the ratio of 
book value of equity to total liabilities, all other ratios are statistically significant in 
predicting the financial health of the banks in Bangladesh.
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= 0.012 X1 + 0.014 X2 + 0.033 X3 +
   0.006 X4 + 0.999 X5

= 6.56X1 + 3.26X2 + 6.72X3 + 1.05X4Z
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Literature Review
The conventional definition of bankruptcy is "a 
law for the benefit and the relief of creditors and 
their debtors, in cases in which the latter are 
unable and unwilling to pay their debts." Besides, 
Ross, Westerfield, Jaffe, and Jordan (2008) defined 
Financial Distress as a "situation where a firm's 
operating cash flows are not sufficient to satisfy 
current obligations and the firm is forced to take 
corrective actions."Sinkey (1978) identified 
problem banks by saying that the most important 
component of the Net Capital Ratio (NCR) is the 
volume of "substandard" loans; and banks that 
failed in recent years almost invariably had low 
NCRs months before failure. It is the potential 
bankruptcy and the consequences associated with 
it that have made academic researchers from all 
over the world to keep developing a gigantic 
number of corporate failure prediction models, 
based on various types of modeling techniques 
(Aldrich and Nelson, 2007).

O'Leary (2001) argues that prediction of 
bankruptcy probably is one of the most 
important business decision-making  problems 
affecting the entire life span of a business as the 
failure result in a high cost from the collaborators 
(firms and organizations), the society and the 
country's economy.Simic, Evic&Simic (2012) 
stated that 'corporate failure prediction is 
essential for the prevention or mitigation of 
negative economic cycles in a national economy. 
The importance of bankruptcy prediction has 
become a significant concern for corporate 
governance, argue many researchers such as 
Gilson, (1989); Gilson(1990); Datta&Iskandar-
Datta,(1995). Telmoudi , Ghourabi, and Limam, 
(2011) put emphasis on prediction of financial 
condition of firms by pointing out that the 
identification of early warning signals in failing 
firms can deter managers from making poor 
investment decisions and implementing 
preventative actions to offset possible future 
catastrophes. 

The pioneer in finding the contemporary 
corporate failure prediction models was William 
H. Beaver. Beaver (1966) carried out univariate 
analysis, comparing the financial ratios of 79 failed 
firms and 79 non-failing firms. He examined the 
predictive power of thirty accounting ratios for 
five consecutive years leading up to the 
bankruptcy of the tested firms. Beaver applied 3 
criteria in selecting these ratios; widely used in 
past literature, good performance of ratios in past 

Introduction
Business failures have been natural phenomena in 
the world with firms entering and exiting as a 
function of overall business activity and 
expectations (Altman & Loris, 1976). Financial and 
accounting literature has brought some proficient 
predictors of corporate failure through ratios and 
financial statement analysis. Since the 1929 Great 
Depression in the US, extensive research was 
carried on corporate failures. Considering the 
depression was itself caused by undiversifiable risk 
due to the collapsed banking system and not by the 
corporations themselves, there has been a major 
dearth of accounting and finance literature related 
to banking failure prediction models. Until recently, 
no such attempt has been made on measuring the 
financial health of the banking system of Bangladesh 
either due to the absence of major frauds or 
because of the limitations in scope of research.

However, Bangladesh experienced some dreadful 
banking scandals in last few years that call for 
research in this area. Sonali Bank's loan scandal of 
2012; Bismillah Group's loan scandal of 2013 
accusing JanataBank, Prime Bank, Jamuna Bank, 
Shahjalal Bank and Premier Bank; Basic Bank's 
similar fraud of 2009 to 2013; Janta Bank's scandal 
of 2014 are few worth mentioning. The major fraud 
among all is of the largest state owned bank, Sonali 
Bank, which was convicted for illegally distributing 
BDT 36.48 billion (US$460 million) in loans 
between 2010 and 2012 and the largest share of 
the loan, BDT 26.86 billion (US$340 million), went 
to the Hallmark Group. Though some of these 
organizations are still in operation, they are 
burdened with bad reputation and lack of peoples' 
trust. Also the roles of the regulatory authorities, 
which were to monitor organizations and prevent 
any misconducts, are now in question.

In light of recent events that have taken place in 
Bangladesh, the importance of knowing the financial 
health of banks is imperative to stakeholders. The 
focus of this study is to confirm the validity of 
Altman's Z" Score Bankruptcy model as a predictor 
of bank failures in this country and provide an in-
depth overview of what factors may cause future 
occurrences of banking scandals. Our work is such 
an investigation that uses Altman Z" Scores and 
provides an indication to stakeholders about the 
financial stability of the organizations under 
study.On the ground of recent banking scandals 
and the uncertainty concerning future frauds, this 
study may help the stakeholders to be more careful 
about any such banking frauds that can take place 
in future.
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Z'' = 6.56X1 + 3.26X2 + 6.72X3 + 1.05X4

Where:
X1: Working Capital/Total Assets
X2: Retained Earnings/Total Assets
X3: EBIT/Total Assets
X4: Book Value Equity/Total liabilities

Researches exist that argue about the limitation of 
using ratio analysis in bankruptcy prediction. El- 
Zayaty (2003) find ratio models to be poor 
predictors of bankruptcy of 132 businesses 
predicted to fail, and only 5 were discontinued 
over a five-year period. Researchers have been 
using several alternative methods for analyzing and 
predicting business failure (Eidleman 2007); Kogi 
(2003); Kiragu (1993); Keige (1991);. Research has 
shown that most business failure is caused by bad 
or poor management (Ahn2000). This could be in 
the form of inexperienced management styles, 
fraud, and rapid technological changes amongst 
other variables. 

Despite critical views and practice of other 
alternatives, ratio based models have been played 
tremendous roles in the prediction of business 
failures. Particularly, applicability of Altman Z score 
is reflected in other research studies. According to 
Pustylnick (2009), Altman Z score clearly shows 
the financial position of the firm in terms of its 
robustness and solvency. Also Russ, Achilles and 
Greenfield (2009) explain that the Altman z-score 
is used as a measure of financial distress. Nandi 
and Choudhary (2011) conducted a research with 
six years' data of Indian Banks and used Altman Z 
score model to design an internal credit rating by 
the banks so as to predict their future defaults. 
Also, Nayak and Nahak (2012) applied Altman Z 
score to Public Sector Banks in India to predict 
the financial condition of such banks and rank 
them accordingly. A confirmative study was 
conducted in 2013 with Euro Banks in which 
Chieng (2013) selected four distressed banks and 
previous five years' data to confirm that Altman Z 
score model can predict future distress of the 
banks. The research findings verified the predictive 
ability of Altman Z score to the Euro banks. In 
2014 a further study is made on this area by 
Siskos D.V. He shows that it was possible to detect 
frauds made by Enron in 2001, which was led into 
the biggest corporate bankruptcy in the US at the 
time by using Altman z-score and MesodBeneish 
model.

studies and the capability of ratios to be defined as 
"cash flow" concept, argue Siew Bee 
&Abdollahi(2011).

A limitation of Beaver's work is that it is based 
primarily on the univariate nature that only allows 
for one ratio used at a time. This can give 
inconsistent results for a firm. Also the cut-off 
point determined is chosen post- failure of a 
company which may result in inaccurate 
classifications. Because of these limitations, in 1968 
Edward Altman advanced upon Beaver's work by 
incorporating four more variables into the model 
to give an overall more precise prediction of 
manufacturing corporate failure. Altman classifies 
the companies into two mutually exclusive groups; 
bankrupt and non-bankrupt (Altman, 1968). The 
original Altman model took the following form:

Z=0.012 X1 + 0.014 X2 + 0.033 X3 + 0.006 X4 + 
0.999 X5

Where:
X1=Working capital/Total assets;
X2=Retained earnings/ Total assets;
X3=Earnings before interest and taxes/Total 

assets;
X4=Market value of equity/Book value of Total 

liabilities;
X5=Sales/Total assets.

A resulting low score suggests the firm is in 
financial distress. Companies with Z scores below 
1.81 would be classified as potential failures; Z 
scores between 1.81 and 2.99 are said to be in the 
zone of ignorance or grey area and above 2.99 
indicates the company is not in any financial 
distress. Using the above model, Altman's Z Score 
provided evidence to predict bankruptcy of 94% of 
the failed companies in his sample (Altman, 
1968).One limitation that made the 'Z score' face 
criticism was that the model is industry specific, as 
it was formulated for operating manufacturing 
companies, noted by Grice and Ingram, (2011).The 
Z score model was being constantly updated by 
Altman, (1983),(2002); Altman, Hartzell, and Peck, 
(1995) to adapt to different parameters and the 
changing corporate landscape. In 1983, Altman 
devised the Z score to be adapted for private 
companies 'The Z' Score'. The model was further 
developed and updated to create the Z" Score 
model (Altman, 1995). This model is applied to 
predict corporate failures for developing countries 
firms, emerging market companies and for non-
manufacturers. The model took the following 
form:
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model are set as Independent variables, and the 
three categories, 'Safe', 'Grey', and 'Distress' are set 
as dependent variables for the multinomial logistic 
regression. 

Result Analysis and Discussion

Categorizing the banks under study

After the analysis of the data of the sampled banks 
of different years using Altman Z" score model, we 
found that very few banks are in 'Safe' zone, only 
7% in year 2009, 13% in 2010, and 0% in 2012 and 
2013. The year 2009 shows a better position of 
banks in terms of being in 'Safe'category. From the 
results, it can be concluded that some of the banks 
were in 'Grey' zone, and maximum of them were 
in 'Distress' zone over the five years of our study, 
the years 2010 having the highest number of banks 
in the 'Distress' zone. The following table shows 
the result summary of sampled banks on the basis 
of Z" score. 

Based on the result summary, a graph has been 
drawn for understanding the trend, if there is any 
in the result of Z" score. The graph shows that the 
'Safe' banks are going to lose their status of 'Safe' 
over time. During the time period of 2009-2013, 
the banks marked 'Safe' had a little upward trend 
in 2011, but in 2012 and 2013, they again went 
down at 0%.

On the other hand, the banks have a positive 
trend with 'Grey' area. That is, they have an 
upward trend of being considered in the 'Grey' 
area over time. Though in 2010, they had a 
downward trend, for the rest of the sampling 

Research Methodology

Research Objective

The primary reason for this investigation is to 
predict financial health that the banking industry 
may face in Bangladesh. The two research queries 
are:

1) To find the trend of Z" Scores indicative of 
financial health of the banks over time.

2) To identify the variables or ratios that play the 
most significant roles in categorizing the banks 
into three zones; 'Safe', 'Grey', and 'Distress'.

Sample Data

To identify a trend in the Z" Scores of banks over 
five years starting from 2009 to 2013, and to 
develop an early warning system, we selected 
fifteen commercial banks in total from all the 
ratings ranging from AAA, the highest rate to 
CCC3, the lowest rate, so that the data set has 
greater coverage and reliability. The selection of 
banks from each rating, however, was random. For 
each bank selected, all the necessary data of five 
years starting from 2009 to 2013 were collected 
from the published annual reports for calculation 
of the four ratios used in Altman Z" Score (1995).

The Statistical Models

Altman Z" Score Bankruptcy Model
To categorize banks into 'Safe', 'Grey', and 
'Distress' zone, we are going to make the data of 
the sampled banks subject to the statistical model 
outlined below.

Z'' = 6.56X1 + 3.26X2 + 6.72X3 + 1.05X4

Where:
X1: Working Capital/Total Assets
X2: Retained Earnings/Total Assets
X3: EBIT/Total Assets
X4: Book Value Equity/Total liabilities
Source: Altman, Hartzell and Peck (1995)

Multinomial Logistic Regression

Multinomial logistic regression (often just called 
'multinomial regression') is used to find our 
second research query that is, to investigate the 
factors or ratios and identify which factors cause 
the banks to be categorized as 'Safe', or ;Grey', or 
'Distress'. The four ratios of the Altman Z" score 

Table A: Result Summary
	 2009	2010	2011	2012	2013
Total Companies	 15	 15	 15	 15	 15
% of "Safe"	 20%	 7%	 13%	 0%	 0%
% of "Grey" 	 13%	 7%	 20%	 33%	 33%
% of "Distress" 	 67%	 87%	 67%	 67%	 67%
Total	 100%	100%	100%	100%	100%



	 Model Fitting	Likelihood Ratio Tests
	 Criteria 
	 -2 Log	
Model	 Likelihood	 Chi-Square	 df	 Sig.
Intercept Only	 116.548   
Final	 .000	 116.548	 8	 .000
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Looking into the ratios that the outcome finds to 
be statistically significant is imperative to 
confidently comment on the financial health of 
banks under study. 

X1, the working capital/total assets ratio, 
frequently has been found in studies of corporate 
problems, to be significant. It is a measure of the 
net liquid assets of the firm relative to the total 
capitalization. Because liquidity is explicitly 
considered in every bank, generally, a firm 
experiencing consistentoperating losses will have 
shrinking current assets in relation to total assets. 
Our result suggests that, the banks under 'Grey' 
zone and 'Distress' zone might be shrinking their 
current assets, which may prove to be a valuable 
information to the investors and other 
stakeholders.

To point out the significance of second ratio, X2, 
Retained Earnings/Total Assets, Altman (2000) 
argued that retained earnings account is subject to 
manipulation via corporatequasi-reorganizations 
and stock dividend declarations and in the real 
world theincidence of failure is much higher in a 
firm's earlier years. In addition, the RE/TA ratio 
measures the leverage of a firm. Those firms with 
high RE,relative to TA, have financed their assets 
through retention of profits and have not utilized 
asmuch debt. This general view suggests that, the 
banks under study may have been failing to retain 
and utilize the earnings for future and thereby are 
categorized as either 'Grey' or 'Distress'.

The third ration, X3 or EBIT/Total Assets, is 
considered a measure of the true productivity of 
the firm's assets. Since a firm's ultimate existence 
is based on the earning power of itsassets, this 
ratio appears to be particularly appropriate for 
studies dealing with corporate failure. Our 
analysis, thus, suggests that the distressed banks or 
the banks under grey zone may lack earning 
power of their assets, which may be indicative 
insolvency and future bankruptcy.

Lastly, the fourth ratio, book value of equity to 
total liabilities, have turned out to be statistically 
insignificant, pointing towards its impact being out 
of chance, rather than real effects.

period, the banks had an upward trend toward 
'Grey'zone. The 'Distress' trend shows that over 
time, it has a downward sloping line with the 
exception in 2010. The 'Distress' trend also 
suggests that the banks are soon going to be in 
the 'Grey' zone.

Detection of Statistical Significance of Ratios
Our second research query is to find if all the 
ratios work significantly in categorizing the banks 
into three groups. For that matter, we use 
Multinomial logistic regression for analysis. Table 
Bis used to generalize whether the model fits for 
the data under study. It gives an overall measure of 
our model and its significance for our data 
analysis. The result shows that the full model 
statistically significantly predicts the dependent 
variable, the categorization of banks, better than 
the intercept-only model alone.

From the Table C, we can see that all the first 
three ratios, denoted by X1, X2, X3, have a 
significance level equals to .000 (confidence level is 
.05) indicating that they are statistically significant, 
whereas the last ratio, X4, has a significance level 
of .997, indicating that the variable is statistically 
insignificant. Using this procedure, finding 
significant effects implies that, the means differ not 
by chance alone, and therefore, the first three 
ratios have a statistically significant impact in 
categorizing banks into three groups, 'Safe', 'Grey', 
and 'Distress'.

Table B: Model Fitting Information

	 Model Fitting	Likelihood Ratio Tests
	 Criteria 
	 -2 Log	
	 Likelihood
	 of Reduced
Effect	 Model	 Chi-Square	 df	 Sig.
Intercept	 35.035a	 35.035	 2	 .000
X1	 94.276	 94.276	 2	 .000
X2	 22.445	 22.445	 2	 .000
X3	 30.128	 30.128	 2	 .000
X4	 .007b	 .007	 2	 .997

Table C: Likelihood Ratio Tests
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Conclusion
The two fold analysis of this paper are dedicated 
towards providing an early warning signal to all the 
related stakeholders of a banking company, ranging 
from investors, employees, government, regulatory 
bodies and clients. The first part of the analysis 
that tested data of fifteen commercially banks with 
the Altman Z" score model reveals that most of 
the banks have been in the 'Distress' zones; 
however, over the years the results show a 
progressive nature as the banks are moving 
towards 'Grey' zone for last few years. The second 
part of the analysis, the objective of which was to 
find out the ratios that are significant in measuring 
and categorizing banks in Bangladesh in terms of 
their financial condition, discloses that except for 
the last ratio, that is Book value of equity to Total 
liabilities, all other ratios statistically significant and 
explain why the banks under study are categorized 
into three zones, 'Safe', 'Grey', and 'Distress'. 

The findings recommend more stringent 
regulation by the central bank of Bangladesh and 
regulatory bodies for that the banks play a vital 
role in the economy. Like many other countries of 
the world, corporate failures and scandals are 
linked with the accounting profession and 
associated companies. The World Bank suggested a 
recommendation to establish an independent 
oversight body, Financial Reporting Council, for 
ensuring more accountability. In September, 2015, 
the long awaited FRA-2015 has been passed. 
Financial Reporting Act, 2015 has been compiled in 
order to bring the reporting activities of "Public 
Interest Institutions", one of which are banking 
companies, under well governed structure, 
formulate standards for accounting and auditing, 
and ensure proper compliance, implementation, 
monitoring and other activities related to these. 
On the other hand, the FRC is expected to be the 
watchdog to monitor the functions of auditors 
and ensure transparency and accountability in 
accounting and auditing of these institutes.

The World Bank 
suggested a 
recommendation to 
establish an 
independent oversight 
body, Financial 
Reporting Council, for 
ensuring more 
accountability. In 
September, 2015, the 
long awaited FRA-2015 
has been passed. 
Financial Reporting 
Act, 2015 has been 
compiled in order to 
bring the reporting 
activities of "Public 
Interest Institutions", 
one of which are 
banking companies, 
under well governed 
structure, formulate 
standards for 
accounting and 
auditing, and ensure 
proper compliance, 
implementation, 
monitoring and other 
activities related to 
these. 

"Financial peace isn't the acquisition of stuff. It's learning to live on 
less than you make, so you can give money back and have money 
to invest. You can't win until you do this."

- Dave Ramsey
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Abstract

Information about the  dynamic forces of a stock market, provides a framework for the investors to 
evaluate themselves related to the trading of stock market instruments. Unfortunately, most of the 
investors in our market do not know which dynamic force(s) actually influence stock market trading. 
As such, the main objective of this paper is to ascertain the major dynamic forces along with their 
influencing role in share price movement. Primary data are used in this research. A close-ended 
questionnaire is developed considering of sixteen dynamic forces measured through a five point Likert 
Scale.  Responses of sixty stock traders from randomly marked eighteen brokerage houses in Dhaka 
City are considered.  Descriptive analysis is used to identify the influential dynamic forces. Based on 
the survey it is found that bonus dividend, earnigs per share, price earnings ratio, net asset value per 
share, annual general meeting date, goodwill and company's news have significant influential role in 
share price movement among the sixteen identified dynamic forces whereas investors' sentiment, cash 
dividend and rumours have least significant influence. The study is mainly important to the investors of 
the stock market. It will be helpful in their decision making for trading of stock market instruments.

Keywords: Dynamic Forces, Influential Role, Investors, Share Price Movement, Stock Market.
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dynamic forces have been identified in this paper 
mainly micro force and tried to see their 
influencing role. Investors can make their 
investment decisions by taking information from 
this paper.

3. Literature Review
Both macro and micro (fundamental) economic 
factors influence price movement of stock market. 
These factors have been identified through 
different studies and scientific research. Following 
Rational Expectation Theory (RET), the price of a 
stock or bond depends on what prospective 
buyers and sellers believe it will be in the future. 
RET is a building block for the 'Random Walk' or 
'Efficient Markets' theory of securities prices. A 
sequence of observations on daily stock price is 
said to follow a random walk if the current value 
gives the best possible prediction of future values. 
The efficient markets theory of stock prices uses 
the concept of rational expectations to reach the 
conclusion that the investors buy stocks that they 
expect to have a higher-than-average return and 
sell those they expect to have lower returns. 
When they do so, they bid up the prices of stocks 
expected to have higher-than-average returns and 
drive downthe prices of those expected to have 
lower-than-average returns. The prices of the 
stocks adjust until the expectedreturns adjusted 
for risk are equal for all stocks. Equalization of 
expected returns means that investors' 
forecastsbecome built into or reflected in the 
prices of stocks. Therefore, the only factors that 
can change stock price are random factors that 
could not be known in advance (Sergeant and 
Wallace, 1975). 

The Efficient Market Hypothesis posits that the 
most direct influence on a stock's price is a change 
in the fundamentals of the business. The theory 
however argues that changes in the underlying 
business have a direct impact on the share price. 
Smart investors spot a subtle change before they 
become price-movers and take the appropriate 
action.

Beaver (1968) conducted an empirical test to 
analyze price and volume reaction surrounding the 
earnings announcement dates. He examines the 
extent to which common stock investors perceive 
earnings to possess informational value. The 
findings indicate that reported earnings are 
associated with underlying events that are 
perceived by investors to affect the market price.

Patell (1976) examines the common stock price 

1. Introduction
Capital market is extremely dynamic in nature, 
innovative in structure. It is considered to some 
extent as replica of the development of the 
national economy. It provides opportunities as well 
as risks to some extent for all categories of 
participants. The well-functioning of the capital 
market is vital in the contemporary economy in 
order to be able to perform an efficient transfer 
of resources from those who save towards those 
who need capital and those who succeed to offer 
it a higher capitalization. A strong capital market 
helps to lessen the impacts of economic 
fluctuations and can be exploited as a tool for the 
fast flowing growth of the economy. The capital 
market is now considered by the investors as an 
important span for taking investment decisions. 
Investment is the commitment of funds to one or 
more assets that will be held over some future 
time period. Investment is the process of decision 
making about parking of funds in different 
investment avenues. Investment decision involves 
the process of selecting best alternative(s) with 
respect to risk averseness and expected return of 
investor. Investment avenues can be divided into 
two parts: a. Investment in securities, which are 
marketable and b. Non-securities form i.e. non-
marketable. But for this investment decision in 
stock market, the investors are not conscious 
about the dynamic forces of this market. As such, 
they cannot maximize their return. Hence, the 
researchers have conducted this study to find out 
the informative impact of dynamic forces of stock 
market in share price movement. The researchers 
endeavor to determine the most important 
dynamic forces that affect the share price 
movement in Bangladesh stock market and try to 
find out the extent their role in selecting 
investment portfolio. 

2. Rationale of the Study
Stock market is one of the vital spaces of 
investment to earn good return, which could be 
more than the real expected rate of return. (Real 
rate of return is equal to actual rate of return 
minus inflation rate). To earn from stock market, 
knowledge related to the driving forces is very 
important. The share price in stock markets is 
reflected by a number of dynamic forces both 
micro and macro. But many the investors have lack 
of fundamental and technical knowledge about the 
impact of the dynamic forces in share price 
movement. As a result, they cannot gain from 
stock market. As such, major the market specific 
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between macroeconomic variables and risk-return 
relationships by using a GARCH-M model. They 
find that currency in circulation; foreign exchange 
rates of the US dollar and overnight interest rates 
play significant roles in explaining the behavior of 
stock returns. 

Hong and Stein (1999) argue that investors initially 
under-react and subsequently over-react to 
information if information diffuses gradually. 
Barberis, Shleifer, and Vishny (1998) argue that 
prices can trend slowly when investors 
underweight new information in making decisions.

Another study conducted by Chen et.al. (2000) 
showed that firms with high investment 
opportunity set has a significant positive response 
to share price, While companies with a low 
investment opportunity set has a negative 
response to the stock price.

Bhattacharya (2001) conducted a study to develop 
a hypothesis regarding the earnings expectations 
of small traders that are associated with 
predictions from the seasonal random walk model. 
He concluded that a segment of the market 
appears to rely on the seasonal random-walk 
earnings expectation model. His study's empirical 
evidence also reveals that earnings announcements 
can generate differential trading responses among 
different classes of investors.

Al-Qenae, Li & Wearing (2002) in their study of 
the effects of earning (micro-economic factor), 
inflation and interest rate (macro-economic 
factors) on the stock prices on the Kuwait Stock 
Exchange, discovered that the macro-economic 
factors significantly impact stock prices negatively.

Kutan and Aksoy (2003) examine the effect of 
inflation on stock returns and interest rates for 
Turkey. The message derived from all of these 
previous studies is clear that macroeconomic 
factors are still vital and have time-varying degrees 
of influences in explaining stock returns.

Ibrahim & Aziz (2003) explore the relationship 
between four macro-economic variables and Kuala 
Lampur Composite Index (KLCI). They further 
explore that two variables which were exchange 
rate and money supply are negatively associated 
with the stock prices while the other two have 
positive impact on the index.

behavior accompanied by voluntary disclosure of 
corporate forecasts of earnings per share. His 
result indicates that disclosures of forecasts of 
earnings per share were accompanied by 
significant price adjustments, from which the 
inference may be drawn that either the data 
presented in a management forecast, the act of 
voluntary disclosure, or both convey information 
to investors.

Atiase (1985) focuses on the security price 
reaction to earnings announcements. He 
concluded that the degree of a security's price 
revaluation in response to its second-quarter 
earnings report is inversely related to the 
capitalized value of the firm.

Campbell (1991) asks the fundamental question: 
What moves the stock market? Intuition 
derivedfrom a dynamic dividend growth model 
suggests that stock price movements are caused 
by either changes in rational expectations of 
future dividends (i.e., "news about future 
dividends") or changes in rational expectations of 
future returns (i.e., "news about future returns").

Mukherjee and Naka (1995) argue that market 
forces such as demand and supply affect stock 
price movements. Impressive profitability of a 
company leads to increase in demand of the 
company's shares and subsequently increase in its 
share price (Meristem Research Report, 2008).

Bajaj and Vijh (1995) conducted their study to 
examine the price formation process during 
dividend announcement day. They found that the 
unconditional positive excess returns are higher 
for small-firm and low-priced stocks. They also 
found that the average excess return to all 
dividend announcements increases as the firm size 
and stock price decrease.

Allen and Rachim (1996) conducted the study to 
find out the linkage between dividend policy and 
stock price risk. It is also discovered that a 
significant positive correlation exists between size 
and stock price volatility. 

Kaestner and Liu (1998) found that the set of 
investment opportunities that exist for companies 
is the main factor that determines the movement 
of stock prices.

Muradoglu et al (1999) examine the relationship 
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Liu &Shrestha (2008) investigates the long run 
relationship between Chinese stock market and a 
set of macro-economic variables which includes 
industrial production, exchange rate, inflation, 
money supply and interest rate. Findings of this 
study suggest that industrial production and 
money supply have the positive relationship with 
Chinese stock indices while inflation, interest rate 
and exchange rate have the negative impact on 
stock prices.

Pal & Mittal (2011) examined the long run 
relationship between two Indian capital markets 
and some macro-economic variables such as 
interest rates, inflation, and exchange rate and 
gross domestic savings. They found that the 
inflation rate have the significant impact on both 
capital markets whereas interest rate and foreign 
exchange rate have the impact on one capital 
market. Gross domestic savings play insignificant 
role in both markets.

4. Objectives
Base on the above literature review, the main 
objective of this paper is to mark the leading 
dynamic forces in share price movement and 
thereafter, to see empirically their extent of 
influence in share price movement and trading 
based on sample survey. 

5. Capital Market and its Dynamic 
Forces 

Capital market can be defined as platform for the 
sale and purchase (trading) of long-term financial 
instruments. Unlike the money market which 
functions basically to provide short term funds, the 
capital market provides funds to companies and 
governments to meet their long-term capital 
requirements. Capital market can be broadly 
classified into two markets i.e. Primary market and 
Secondary market. New securities are issued in 
primary market whereas secondary market is for 
trading existing securities. Products traded in the 
secondary market include: Equities: Ordinary and 
Preference shares, Debts instruments: 
Government bonds, Industrial loans/debenture 
stocks, bonds and mutual funds etc.

Based on the literature review, the researchers 
have defined sixteen dynamic forces mainly form 
fundamental aspects in share price movement. 
These forces will be tested empirically to see their 
degree of influence. These are cash dividend, bonus 
dividend, earnings per share, retained earnings, face 

Stavarek (2004) examined the nature of casual 
relation between stock prices and exchange rate 
in four old EU countries (Austria, France, 
Germany and the UK) and the four new members 
(Czech Republic, Hungary, Poland and Slovakia) 
and in the USA. In the period from 1993 to 2003 
much stronger casualty found out in old EU 
members and USA because of their strong stock 
market and exchange rate development. Long run 
equilibrium does not exist in new EU members 
due to relative under development markets.

In a study of the impact of dividend and earnings 
on stock prices, Hartone (2004) argues that a 
significantly positive impact is made on equity 
prices if positive earnings information occurs after 
negative dividend information. Also, a significantly 
negative impact occurs in equity pricing if positive 
dividend information is followed by negative 
earning information. 

For studies in the developing countries, Chen and 
Kim (2005) examined the impact of macro and 
non-macro-economic variables on the Chinese 
stock market with a special reference on the hotel 
stock return. 

Docking and Koch (2005) discovers that there is a 
direct relationship between dividend 
announcement and equity price behavior. 

Zhang (2006) argues that price trends are caused 
by investors' under-reaction to public information 
and that investor's under-react even more when 
the information about the stock is more 
uncertain.

Ahmed & Imam (2007) investigates the 
relationship between stock market and different 
macroeconomic variables such as money supply, 
Treasury bill rate, interest rate, GDP, industrial 
production index. They found that generally there 
exists no long run relationship between stock 
market index and macroeconomic variables but 
interest rate change or T-bill growth rate may have 
some influence on the market return

Gay (2008) in which the researcher investigates 
the relationship between macroeconomic 
variables and stock prices in emerging countries 
like Brazil, China, India and Russia. The 
macroeconomic variable in this study was 
exchange rate and oil price. The results suggest 
that there is no significant relationship sound 
between the oil prices and exchange rate over the 
stock market of those emerging countries and 
because of that weak form of market efficiency 
exist in these capital markets.
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development reports, diagnostic study reports and 
newspaper articles have been used in making this 
paper.

7. Assumptions of the Study
No research model or theory could be without 
any assumption which could limit the theory. Our 
study is not an exceptional one. Following 
assumptions were limiting our scope:
	 i.	Used closed ended questionnaire to collect
	 	the primary data
	 ii.	Investors have lacking in knowledge about
	 	the capital market and its dynamic forces
	iii.	Investors were reluctant to provide
	 	information
	iv.	As focus was only to identify the degree of
	 	influence of major dynamic forces in share 	
	 	price movement, no specific test or special
	 	tools was used. Even due to small sample
	 	size few of the techniques like factor
	 	analysis could not produce good result.

8. Data Analysis and Findings
8.1. Analysis of Frequency Test
Survey data have been analysed by using excel and 
shown in percentage. Following table depicts the 
rate of sample response in five point Likert scale. 

 

All the respondents unanimously belive that  
bonus dividend, earnings per share, price earnings 
ratio, company's goodwill, company's news, AGM 

value of share, price earnings ratio, return on 
investment, company's growth, goodwill, company's 
news, investor's sentiment, record date, agenet's 
advice, rumors, annual general meeting and net 
asset value.  

6. Methodology of the Study
Influential forces are identified on the basis of data 
analysis. Here, primary data have been collected by 
conducting a closed end questioner survey. 
Population for the study was the experienced 
stock traders at brokerage houses in Dhaka city. 
Opinion of sixty stock traders has been taken 
randomly from arbitrarily taken eighteen 
brokerage houses.To measure the impact of 
dynamic forces in share price movement, sixteen 
market specific dynamic forces have been 
identified and measured through a five point Likert 
Scale. A descriptive analysis is used to describe this 
influential role of the dynamic forces.

Sixty respondents were surveyed fromeighteen 
brokerage houses. Out of them eighteen were 
head of respective brokerage house and eighteen 
were employee of thosehouses. Remaining of the 
respondents were the general investors coming 
from outside of the house having BO (Beneficiary 
Owner) accounts. Sample structure is mentioned 
in following table. 

Besides, secondary information from various 
sources like journals and research papers, 
conference papers, seminar papers, capital market 

	1	Anwar Securities Ltd	 1	 1	 1	 3
	2	ARC Securities Ltd 	 1	 1	 1	 3
	3	AB & Company Ltd 	 1	 1	 1	 3
	4	AD Holdings Ltd 	 1	 1	 1	 3
	5	Adil Securities Ltd 	 1	 1	 1	 3
	6	Akij Securities Ltd 	 1	 1 	 1	 3
	7	Bulbul Securites 	 1	 1	 1	 3
	8	City Brokerage Ltd 	 1	 1	 1	 3
	9	DBL Securities Limited 	 1	 1	 1	 3
	10	Dhanmondi Securities Ltd 	 1	 1	 1	 3
	11	Delta Capital Ltd 	 1	 1	 2	 4
	12	Green Delta Securities Ltd	 1	 1	 3	 5
	13	FaridaRaquib Securities Ltd 	 1	 1	 1	 3
	14	Jahan Securities Ltd 	 1	 1	 1	 3
	15	LankaBangla Securities Ltd 	 1	 1	 1	 3
	16	Mika Securities Limited 	 1	 1	 1	 3
	17	Mirpur Securities Limited	 1	 1	 2	 4
	18	Sinha Securities Ltd	 1	 1	 3	 5
		 Total	 18	 18	 24	 60

SN Name of Brokerage House
Share Traders Category

Total
Head/In-charge

of the House
Employee General

Investor

	1.	Cash Dividend	 82%	 0%	 0%	 13%	 5%
	2.	Bonus Dividend	 0%	 0%	 0%	 0%	 100%
	3.	Earnings Per Share	 0%	 0%	 0%	 0%	 100%
	4.	Retained Earnings	 17%	17%	 0%	 67%	 0%
	5.	Face Value	 0%	 0%	 34%	33%	 33%
	6.	Price Earnings Ratio	 0%	 0%	 0%	 0%	 100%
	7.	Return on Investment	 33%	17%	33%	 0%	 17%
	8.	Company's Growth	 0%	 0%	 17%	33%	 50%
	9.	Company's Goodwill	 0%	 0%	 0%	 0%	 100%
	10.	Company's  News	 0%	 0%	 0%	 0%	 100%
	11.	Record Date	 0%	 0%	 0%	 33%	 67%	
12.	Agent's Advice	 0%	 17%	17%	33%	 33%	
13.	Rumours 	 34%	17%	17%	17%	 17%	
14.	Annual General Meeting	 0%	 0%	 0%	 0%	 100%
	15.	Investors' Sentiment	 100%	0%	 0%	 0%	 0%	
16.	Net Asset Value per share	 0%	 0%	 0%	 0%	 100%
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ranked dynamic forces have significant influential 
role in share price movement for trading of shares.

9. Conclusion
There are plenty of driving forces in the stock 
market but not all of them play the same role in 
share price settlement. Actually, investors are 
dependent on some determinants which have 
most powerful and positive role regarding to earn 
profit from the stock market. Our study has taken 
a step to assist in this direction, and provides 
considerable evidence about the major dynamic 
forces of the stock market. 

Finally, the researchers have recommended 
following suggestions to the potential investors 
that help them to yield some benefits from the 
share business: 

l The investors should take their investment 
decisions with the consideration of the 
major dynamic forces which play an 
influential role in share price movement 
such as bonus dividend, earnings per share, 
price earnings ratio, net asset value per 
share, annual general meeting date, goodwill 
and company's news;

l Investors should gather proper information 
about the share market; price movement 
and the fundamental factors that influence 
on stock price movement and 

l Regulators should take measures to make 
the stock markets more efficients by 
imposing and controlling regulations of 
stock laws.
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Abstract

The study investigates the factors that ensure the effectiveness of performance 
appraisal system (PAS) in the pharmaceutical industry of Bangladesh. In order to 
conduct the study, Secondary data were collected from different articles, books 
and online sources and Primary data were collected through questionnaire from 
200 employees of different pharmaceutical companies. Through factor analysis 
six factors (Rater accuracy, Training, Performance Appraisal Process, Employee 
Attitude, Communication, and Inter personal factor) were obtained. The results 
of regression analysis showed that all the factors except interpersonal factor are 
significant in ensuring the effectiveness of performance appraisal system. So, 
pharmaceutical companies in Bangladesh should take these factors into strong 
consideration in order to ensure the effectiveness of performance appraisal 
system and to achieve the appraisal goal.

Keywords: Effectiveness of performance appraisal system, Factor analysis, 
Regression analysis.
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that the validity, reliability and equity in the PA 
system offer adequate condition to stimulate 
both the raters and the ratees in using the 
appraisal system for attaining organizational 
success. Longenecker (1997) asserted that core 
competences, performance standards and 
communicating the standards and competencies 
to employees can be identified by the 
performance appraisal process.

The effectiveness of employee performance 
appraisals however may be affected by various 
factors that many researchers found in their 
studies. To develop an effective PAS, the 
individuals who are concerned as raters should 
undertake training (Goff & Longenecker, 1990). 
Evans (1991) found that the raters should be 
trained up regarding numerous facets like skills on 
supervision, resolution of conflict, counseling, 
setting performance standards, relating the 
system to pay, and knowledge over employee 
feedback.

In a proper performance appraisal, accuracy and 
fairness in assessing employee performance is 
very decisive, (Armstrong, 2001). On the other 
hand, Boice and Kleiner (1997) pointed out that 
the organizational objectives must be resolute 
initially before embarking on making an effective 
performance management system.

Proper communication with the ratees regarding 
their continuous appraisal process is also 
important in ensuring the effectiveness of the 
performance appraisal system. The rates should 
be given necessary feedback (which is an 
inescapable factor of effective PAS) on their 
respective competence and overall advancement 
within the organization (Longenecker, 1997). Mc 
Dowall and Fletcher (2004) argued that 360-
degree feedback is a costly but it is most 
comprehensive, from which feedback is taken 
from everyone who is directly linked to the ratee. 
Supervisors should be equipped with skills on 
controlling, coaching, counseling, conflict 
resolution, linking the system to pay and giving 
employee feedback (Appelbaum, 2011).

Fairness in measuring the performance is the key 
factor of effective PAS as shown by  many 
researchers shown. Henderson (1984) for 
example said that a good PAS should be created 
on measuring employees' contribution to the job 
and which should be opposed to the employees' 
activities or behaviors. Naturally employees are 
very restless about the appraisal's fairness 
(Erdogan, 2002). Earlier Attwood (1985) found 
rater inaccuracy instances where female 

1. Introduction
 
Performance appraisal system (PAS) is a procedure 
ofassessing employee performance based on pre-
set standards. It is one of the most important 
human resource management functions and also an 
integral part of human resource management Judge 
and Ferris 1993, Selvarajan and Cloninger 2008. 
According to Hartle (1995), performance appraisal 
system (PAS) should be incorporated into the way 
that the business is managed and it should also be 
associated with other key practices such as 
business strategy, total quality management and 
mostly on employee development. It has two 
purposes, one is administrative purpose 
(information for making salary, promotion, and 
layoff etc.) and another one is developmental 
purpose (diagnosing training needs, career planning 
etc). Performance appraisal (PA) is the basic need 
for developing employees for the development of 
the organization. In advocating this view, Valance 
(1999) suggested PA system as a tool for reviewing 
and signifying the improvements of employee 
productivity. Whereas, Cokin (2004) put his opinion 
that effective system is imperative for 
organizations, because it focuses on enhancing 
employee's capabilities. The effectiveness of 
performance appraisal system often influenced by a 
number of factors like proper communication, 
training, performance appraisal process, 
interpersonal factors, employee attitudes and rater 
accuracy. This paper aims at studying the factors 
that have an immense impact on the effectiveness 
of PA system in the perspective of pharmaceuticals 
industry in Bangladesh. The results of this study, will 
have significant implications for pharmaceutical 
companies. If the relationships between the factors 
related toperformance appraisal and the 
effectiveness of PAS are significant, the 
pharmaceutical companies could take those 
significant factors into consideration in order to 
ensure the effectiveness of performance appraisal 
system.

2. Literature Review
Effectiveness of performance appraisal system has 
so far been examined at different points of view. 
However, exploring the factors that influence the 
effectiveness of performance appraisal is also 
needed, Ishaq, Iqbal and Zaheer, 2009. (An 
ineffective appraisal system can bring many troubles 
together there by reducing morale, worsening 
employee productivity, and diminishing sense of 
belonging Somerick, 1993. By using Vroom's 
'Expectancy Theory', Anderson (2002) has revealed 
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4. Methodology
This study has been doneby a series of steps. First, 
review of literature was undertaken to identify the 
factors that can influence the effectiveness of 
performance appraisal system. Then data were 
collected through a questionnaire survey from 
employees of different pharmaceutical companies 
in Bangladesh. Finally, factor analysis was used to 
identify the factors that mostly affect performance 
appraisal's effectiveness. The factors taken were 
then used as inputs in regression analysis for 
examining the relationship between thosefactors 
and effectiveness of performance appraisal system.

4.1 Description of data and variables
The study has been conducted based on both the 
primary and secondary data. Secondary data were 
collected from books, articles and online material. 
Primary data were collected by conducting a 
questionnaire survey. The survey was conducted 
on 10 different pharmaceutical companies in 
Bangladesh. 20 respondents were selected from 
each of the company and total sample size was 
200. To measure the impact of the factors on the 
effectiveness of performance appraisal system, five-
point Likert-type of scales developed ranging from 
1 ("strongly agree") to 5 ("strongly disagree"). 
There are 20 questions relating 20 variables. 
Question 1 is labelled as V1; question 2 is labelled 
as V2 and so on. The variables were identified by 
the reviewing of various literatures. Variables that 
may affect the effectiveness of performance 
appraisal systemare Communication (frequent 
meeting regarding PAS, conveying individual 
performance with the ratee, transmitting the 
importance of PAS etc.), Training (training need 
assessment for PAS, regularity in training, 
aggregation of individual performance into holistic 
performance), Performance Appraisal Process 
(clear and distinct individual goal, involving ratees 
in setting goal, frequent reviews, creation of 
developmental plan) and Interpersonal Factors 
(value towards ratee, treating ratee with dignity, 
environment of trust etc.), Employee Attitude 
(understanding of ratee's attitudes, employee 
reaction, cooperative organizational climate), and 
RaterAccuracy (perceived fairness, measuring 
employee contribution to the job, removing 
error/biasness). Effectiveness of performance 
appraisal system was measured by a single item; 
employees were asked to state their agreement to 
the statement: "Effectiveness of performance 
appraisal system is ensured by communication, 

employees tend to be appraised essentially from 
the  male view point. It was noticed in earlier 
studies that while appraisals were completed only 
by supervisors, biasness can also be seen to a large 
extent (Ilgen and Barnes-Farrell 1984; Cardy and 
Dobbins 1994; Smither and London 2009). When 
the same appraisals conducted by numerous 
sources, biases due to employee (supervisor) 
feedback may be alleviated (London and Smither 
1995).

Many researchers discover involvement of 
apraisee in appraisal process has tremendous 
effect on performance appraisal system. Jordan 
(1992) provided the importance over the 
participation of employees in appraisal process. He 
said that through proper and appropriate 
participation, employees, can get and avail  
opportunities to raise their demand.

Similarly, employee attitudes towards the appraisal 
system bear some significance on creating 
appraisal's effectiveness. It is essential to decide 
the effectiveness of appraisal system by 
understanding employee attitudes (McDawall & 
Fletcher, 2004).

In the perspective of Bangladesh, few studies have 
been conducted on performance appraisal system. 
In one study, Haque (2012) found that 
performance appraisal plays a significant role in 
preserving a high quality and competitive 
employees, but has been over looked so far from 
the civil service reform agenda in Bangladesh. 
Other than different PA technique, companies of 
Bangladesh can use the 360 degree feedback 
system to appraise the manager because it is done 
by the peer, subordinates, colleagues, and others 
around (Zaman, 2011). Though some studies have 
been conducted,there is a research gapexists in 
identifying especially the factors ensuring the 
effectiveness of performance appraisal system 
(PAS) in pharmaceutical industry in Bangladesh. 
This study has been conducted to fill up this gap. 

3. Research Objectives
The objectives of this study are to find out the 
factors that can ensure the effectiveness of 
employee performance appraisal system in 
pharmaceuticals industryin Bangladesh and to find 
out the extent of relationship of those factors 
with the performance appraisal system.
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4.2.2 Regression model: 

Multiple regression models have been used to 
investigate the relationship between different 
factors relating to PAS and the effectiveness of 
performance appraisal system. Six factors are 
expected to receive through factor analysis and 
the estimated factor score have been included as 
inputs in regression analysis. The following 
regression model was suggested:

Effectiveness of Performance Appraisal System=   1 
+  2 Communication +   3Training +   4 PA Process 
+  5 Interpersonal Factors +  6  Employee 
Attitudes +  7  Rater Accuracy+ ut

The  1 indicates the intercept term and the   2  
represents the relationship between 
communication and effectiveness of PAS. Similarly
  3  represents the relationship between training 
and effectiveness of PAS and so on. The following 
hypotheses were tested using regression model.

Ho: There is no relationship between communication 
and effectiveness of PAS (   2 = 0). 

Ho: There is no relationship between training and 
effectiveness of PAS (   3 = 0). 

Ho: There is no relationship between PA process 
and effectiveness of PAS (   4 = 0). 

Ho: There is no relationship between 
interpersonal factors and effectiveness of PAS 
(   5 = 0). 

Ho: There is no relationship between employee 
attitudes and effectiveness of PAS (   6 = 0). 

Ho: There is no relationship between rater 
accuracy and effectiveness of PAS (   7 = 0). 

The null hypothesis is rejected when calculated t 
value exceeds the critical t value at chosen level of 
significance.

training, PA process, employee attitude, 
interpersonal factor and rater accuracy" on a scale 
from 1 (strongly agree) to 5 (strongly disagree).

The sample included 200 employees, where 160 
were male and 40 female. The age distribution was 
fairly even as 45% were aged from 25 to 34 years, 
30% were aged from 35 to 45 years, 10% were aged 
from 46 to 55 years and 15% were aged 56 years 
and more. The level of formal education showed 
that around 75% employees completed their post 
graduation and 25% completed their graduation.

4.2 Tools used in the study:
4.2.1 Factor analysis:

Factor analysis is a data reduction or structure 
detection method which is used to reduce the 
number of variables and to draw the relationships 
between these variables. This can be identified by 
performing a series of stages. The first stage of 
factor analysis is Data appropriateness, it suggests 
that factor analysis may not be appropriate if few 
correlations between the variable above 0.3 are 
found. In addition, The Bartlett's test of sphericity 
should be significant (p<.05) and The KMO index 
should be .6 or higher for the factor analysis to be 
considered appropriate (Tabachnick & Fidell, 2001). 
The second stage is Factor extraction where 
Kaiser's criterion, Scree test, Parallel analysis are 
done vigorously to determine the factors to be 
retained. The third stage is Factor rotation, naming 
of the factor and obtaining factor score, where 
the factors are rotated using varimax method. 
Factors are named on the basis of factor loading 
observing rotated component matrix. After the 
identification of factor name, factor score are 
obtained using regression method and these factor 
score were used as inputs in regression analysis to 
identify the relationship between the those factors 
and the effectiveness of PAS.

Effectiveness of Performance Appraisal System =  
1 +   2 Communication +   3Training +   4 PA Process + 

5 Interpersonal Factors +  6  Employee Attitudes +
  7  Rater Accuracy+ ut
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Table 1: Correlation matrix

Kaiser-Meyer-Olkin Measure of Sampling Adequacy.	 .854
Bartlett's Test of Sphericity	 Approx. Chi-Square	 6.878E3
	 df	 171
 	 Sig.	 .000

Table 2: KMO and Bartlett's Test

5.0 Result and analysis:
5.1 Factor analysis:
5.1.1 Data Appropriateness:
The correlation matrix (table 1) shows that there are many correlation 
coefficients above 0.3. That means the variables are fairly well correlated with all 
others.

 

The KMO and Bartlett's Test (table 2) shows that Kaiser-Meyer-Olkin Measure of 
Sampling Adequacy (KMO) is 0.854 which is above .6 and The Barlett's Test of 
Sphericity is significant. 

So the results of correlation matrix, KMO and Bartlett's Test specify the 
appropriateness of factor analysis.

5.1.2 Factor extraction:
Eigenvalue criterion: As per the
rules of Eigenvalue, factor with an
eigenvalue of 1.0 or more is retained. 

Extraction Method:
Principal Component Analysis.   

Table 3:Total Variance Explained
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Factor

1	 6.186	 1.5911	 Accept 
2	 4.450	 1.4760	 Accept 
3	 2.749	 1.3850	 Accept 
4	 2.237	 1.3103	 Accept 
5	 1.600	 1.2485	 Accept
6	 1.219	 1.1868	 Accept
7	 .081	 1.1303	 Reject 
8	 .059	 1.0750	 Reject 

Actual Eigenvalue from 
Principal component 
Analysis (PCA)

Criterion Value from 
parallel analysis

Decision

Scree Plot

Component Number

Ei
ge

nv
al

ue

6

4

2

0

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

5.1.3: Factor rotation, naming of 
factor and obtaining factor score:

In order to determine the factor name 
represented by each factor, we use 
rotated component matrix that shows 
the loading of each of the variables on 
the six factors that are selected. The 
table 5 shows the result of rotated 
matrix with details of the variable. Only 
values of factor loadings above 0.3 are 
presented in the rotated component 
matrix. To decide which variable 
represents which factor we looked at 
the factor loadings which tell us the 
importance of a given variable to a 
given factors. Accordingly following six 
factors are indentified. 

Factor 1 (PA Process): The result shows 
that the main loadings on Component 1 
are variables 10 (developmental plan of 
PA), 7(clear & distinct individual goal), 9 
(frequent review) and 8 (involvement of 
ratee). All these variables are related to 
PA process. So the first factor is PA 
process. 

The eigenvalues for each component are listed in total 
variance explained table (table 3). This table shows that only 
the first six components recorded eigenvalues above 1 
(6.186, 4.450, 2.749, 2.237, 1.600, 1.219). A total of 97.065% 
per cent of the variance are explained by the factors. So, 
according to this criterion we retain six factors.

Parallel analysis:

By this method, the comparison of eigenvalues from principal 
components analysis (PCA) and the corresponding criterion 
values taken from parallel analysis are made. When the 
eigenvalue of a factor is larger than the criterion value from 
parallel analysis, the factor is retained; if it is not, then it 
rejected.

Table 4: Comparison of eigenvalues and the 
corresponding criterion values

* Only comparisons of 8 factors are reported in the table. Other factors are rejected.

The results of parallel analysis support our decision from the 
Kaiser's criterion (Eigenvalue criterion) to retain only six 
factors for further investigation. 

Scree plot: According to this criterion we need to look for 
a change in the shape of the plot. Only factors above this 
point are retained.

 

The graph shows that there is a break between factor 6 and 
factor 7.  So, the scree plot suggests retaining 6 factors. 

So we select six factors based on Kaiser's criterion, parallel 
analysis and scree plot.
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	 1	 2	 3	 4	 5	 6

Creating developmental plan for performance appraisal process needed for the effectiveness of PAS (V10)	.959     
Clear & distinct individual performance appraisal goal influences the effectiveness of PAS (V7)	 .954     
Frequent reviews (bi-monthly or quarterly) of employee performance persuade the effectiveness of PAS (V9).	.951     
Involvement of employees in the performance goal setting makes a positive impact on effective PAS (V8)	.949     
Measuring employee's contribution to the job rather than employee's behavioraffects positively PAS (V18)		 .952    
Perceived fairness of PA processis required for effective PAS (V17).	 	 .952    
Removing errors based on age, gender or race has a great impact on the effectiveness of PAS (V19).	 	 .948    
Understanding employee attitude influences the effectiveness of PAS (V14)	 	 	 .941   
Organizational climate should be cooperative rather than competitive for good PAS (V16).	 	 	 .937   
Employee reaction (positive or negative) influences the PAS (V15).   	 	 	 .931   
Proper information about the PA outcome should be conveyed to the ratee for the effectiveness of PAS.(V3	 	 	 	 .968  
Taking the feedback on the confidence of the rateeon PA process can influence the effectiveness of PAS (V2).		 	 	 .964  
Frequent meeting between rater and ratee needed for effectiveness of  PAS (V1)    	 	 	 	 .963  
Environment of trust (between rater and ratee) soars the effectiveness of PAS (V13)     	 	 	 	 	 .972 
Treating the ratee with dignity & fairness will influence the PAS (V12).     	 	 	 	 	 .970 
Providing the value onratee's opinion will affect PAS (V11).     	 	 	 	 	 .959 
Training need assessment for ratee and rater required for the effectiveness of PAS (V4).      	 	 	 	 	 	 .923
Training should be taken place regularly for improving PAS (V5).      	 	 	 	 	 	 .922
Training required for aggregating all the individual performance properly in a macro level influences effective PAS (V6).   		 	 .304		 	 .918

Component

Factor 2 (Rater Accuracy): The main loadings on 
component 2 are variables 18 (contribution of 
ratee rather than ratee'sbehavior), 17 (perceived 
fairness of PA process), and 19 (removing errors). 
These variables are related to rater accuracy. 

Factor 3 (Employee Attitude): Variable 14 
(understanding employee attitude), variable 16 
(organizational climate) and variable 15 (employee 
reaction) have main loadings on factor 3 and 
therefore the factor 3 representsemployee 
attitude.

Factor 4 (Communication): The main loadings on 
component are 4, variables 3 (information about 
outcome), 2 (taking feedback), and 1 (frequent 
meeting). So this factor represents 
communication.

Factor 5 (Interpersonal Factors): The main loadings 
on component are 5, variables 13 (environment of 
trust), 12 (treating the ratee with dignity & 
fairness), and 11 (providing value towards ratee). 
So this factor represents inter personal factors.

Factor 6 (Training): The main loadings on 
component are 6, variables 4 (Training need 
assessment), 5 (regularity in training), and 6 
(aggregating all individual performance). So this 
factor represents the training.

After the identification of the name of the factors, the 
factor score are obtained using regression method. 
The factor score of all the six factors: performance 
appraisal process, rater accuracy, employee attitude, 
communication, interpersonal factors, and training are 
used as an input for further analysis. 

PA
Process

Rater
Accuracy

Employee
Attitude

Communication Interpersonal
Factors

Training

Factor rotation,
naming of factor
and obtaining
factor score

Table 5: Rotated Component Matrixa
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6.0 Conclusion
Effective performance appraisal system can benefit the 
pharmaceutical companies by ensuring, performance 
feedback, employee training and retention, standard 
performance of individual employees as well as the 
whole organization. This study identified some 
important factors which influence the effectiveness of 
performance appraisal system of pharmaceutical 
companies and the particular industry would be able to 
get more competitive advantage through utilization of 
this study findings. The study concludes that rater 
accuracy is the most influential factor and consequently 
this factor affects directly and very sharply the 
effectiveness of performance appraisal system.In 
addition, PA process, communication, employee 
attitudeand training have significant positive relationship 
with the effectiveness of performance appraisal system. 
The findings of the study have a very wide range of 
implications in pharmaceutical industry of Bangladesh. In 
order to ensure the effectiveness of PAS, companies can 
enhance rater accuracy by using appropriate 
measurement of employee contribution, implementing 
fair PA process, and removing errors based on age, 
gender or race. In addition to ensure the effectiveness 
of PAS companies should also present their concern on 
developing the appraisal training program (training need 
assessment, regularity in arranging the training etc.), 
establishing perfect and well structured performance 
appraisal process (creating comprehensive 
developmental plan, clear & distinct individual 
performance appraisal goal, frequent review etc.), 
developing and maintaining effective communication 
between rater and ratee (exchanging proper 
information, taking the feedback, arranging frequent 
meeting regarding PAS etc.)and finally a good 
understanding on employee attitude at their workplace 
(understanding employee attitude, good organizational 
climate, positive employee reaction etc.). However, the 
study focuses on the pharmaceutical industry in 
Bangladesh. Therefore, the result of the study may not 
be well applicable in other industries of Bangladesh. So, 
the further studies can be conducted on what factors 
that ensure the effectiveness of performance appraisal 
system in other industries (banking, insurance, chemical 
etc.) in Bangladesh.

5.2 Regression analysis:
Regression analysis has been conducted to 
know the relationship between six factors 
affecting performance appraisal system and 
the effectiveness of PAS. A reliability test for 
each of the six factors obtained through 
factor analysis was performed (table 6). 
Results showed that Cronbach's alpha 
coefficients were above 0.60 for all six 
factors (0.990 for PA Process; 0.990 for Rater 
Accuracy; 0.984 for Employee Attitude, 0.986 
for Communication, 0.983 Interpersonal 
factor and 0.980 for Training). The result 
shows good internal consistency of the 
variables. Results of the regression analysis 
are shown in Appendix (table 7, 8 and 9).  The 
R2 value .843 indicates that 84% of the 
variation of in the effectiveness of PAS is 
explained by independent variables. That 
means that model fits the data extremely 
well. The ANOVA table shows the F statistic 
is 172.462 and it is statistically significant.  
That means all independent variables are 
significant jointly to explain the dependent 
variable.  The regression model shows the 
following relationship.

Effectiveness of PAS= 1.615 + .349* PA 
Process+.532* Rater Accuracy + .093* 
Employee Attitude + .226* Communication + 
0.017 Interpersonal Factor+0.459* Training
* indicates significance at 1%

The result shows that all the factors except 
interpersonal factor have significant positive 
relationship with the effectiveness of PAS. So, 
only null of no relationships between 
interpersonal factors and effectiveness of PAS 
cannot be rejected. Rater Accuracy (factor 2) 
has been found to be most critical factor (  7 
= .532) that mostly influences effectiveness of 
PAS. Significant beta values 0.459, 0.349, 0.226 
and 0.093 respectively for Training, 
Performance Appraisal Process, 
Communication and Employee Attitude 
indicate that these factors also make the 
impact on the effectiveness of performance 
appraisal system. 

"Every once in a while, the market does something so stupid 
it takes your breath away."
                                                                      - Jim Cramer
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Abu Ahmed
Professor of Economics
University of Dhaka

The Bangladesh parliament passed the much-waited Financial Reporting Act 
(FRA) September 6, 2015, finally This was one piece of legislation which took an 
extraordinarily long time to get it through the lawmaking body - the National 
Parliament (Jatiya Sangsad) in the face of opposition from the very auditors 
whose work and functions were supposed to be regulated by this act. With the 
passage of the Act, the full circle of reforms in the financial sector, especially 
issues relating to equity market, is almost complete.

The other major reform in this case was the demutualisation of the stock 
exchanges which was already carried forward to a great extent. The important 
component which the investors in the equity market demanded for long was 
ensuring corporate governance in the listed companies. In this case also, progress 
was made though, in many cases, in paper only. In the absence of strict vigilance 
and scrutiny by the regulatory authorities, many IPOs with poor fundamentals 
and declaring false information are finding their ways to the equity market.

In the last few years, more regulatory orders were issued but that did not help 
the market grow in the way investors expected. Still the market is dominated by 
the poor quality stocks, some of which have frequently been picked up by the 
day traders as gambling instruments. Though most of the investors who once 
were with the market for a short time in its hey day between the periods 2009 
and 2010 still ask when the market will go up but they do not know that nothing 
has had fundamentally changed in favour of the market since then specially as far 
as the availability of the quality stocks is concerned. Only that good thing since 
the debacle had happened in the market was that more attention was given to 
the necessary components of reforms needed for the market.

With the passage of the FRA, now investors will not have much to complain 
about as to what has been going wrong with the much-important aspect of the 
financial industry such as auditing standards. But passage of the act is one thing, 
putting it in practice to attain the desired objectives is another thing. Fortunately, 
this Act has also paved the way for setting up an independent watchdog for the 
auditing industry which hitherto remained almost free to be overseen.

The proposed Financial Regulatory Council (FRC) will replace any other 
regulator if there is any for the purpose. But the constitution of the FRC needs 
to be carried out carefully so that this body truly becomes independent, capable 
and willing to regulate the rogue auditors. Nowhere in the world, the auditors 

Implementing Financial Reporting Act

& Comments on FRA
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enjoy so much of freedom as they enjoy here in 
Bangladesh. Too much of freedom led them to 
remain above questioning. They signed many 
window-dressed financial reports which not only 
deceived stakeholders like crediting banks and 
stock investors but also deceived the tax 
authorities.

We did not see any rogue auditor punished for his 
misdeeds as there was no appropriate regulatory 
body to take them to face justice. Gross financial 
frauds were found to have been perpetuated by 
the management of the companies in connivance 
with the auditors. For long, we had been arguing 
that the body which distributes or confers 
academic certificates like the ICAB cannot be a 
regulator of the very auditors who in turn form its 
administrative body.

With the ICAB as the regulator for the auditors, 
there was simply a conflict of interest which led 
this body so long to turn its eyes other ways in 
the case of gross irregularities perpetuated by its 
members. The ICAB was a self-regulatory 
organisation or SRO. In Bangladesh, the experience 
with the SROs with respect to regulation of their 
members was not a happy one. As the governing 
bodies of the SROs are elected by the same 
members who are supposed to be regulated by 
the very body elected by them, the regulation was 
never there up to expectation.

The Dhaka Stock Exchange, before 
demutualisation, is another example in this case. 
These organisations' management and regulatory 
functions were vested in the same hands. 
Bangladesh's auditing body took much longer time 
than the same bodies in other countries to adopt 
internationally-recognised auditing and accounting 
standards. Most of the time the auditors avoided 
their responsibilities by saying that accounts were 
to be prepared by the accountants working in the 
houses of the companies.  They were there only 
for random scrutiny.

In some cases, the same auditors acted as the 
valuers of the companies leading to over-valuation 
of the assets. Actually, auditors in Bangladesh 
enjoyed too much of freedom in the absence of an 
independent watchdog. Now, the investors hope 
the FRC will ensure that the financial reporting 
presented before the investors will be 
trustworthy.

Another good thing of the FRA is that for the first 
time, through this Act, it has recognised the needs 
for cost and management audit of the public 
entities. The quality of the financial reports the 
auditors are supposed to produce depends on 
how good the regulation is done by the FRC. The 
investors look forward to see that the FRC will be 
coming into being soon, and the auditing industry 
will be brought under an accountable framework.

Rafiq Ahmad FCMA
Past President of ICMAB

Honourable President of ICMAB in his letter dated September 2015 to the 
members of the Institute of the Cost and Management Accountants of 
Bangladesh (ICMAB) wrote, "we had to face the challenge and did everything 
possible to overcome the crisis". We congratulate the President and his team as 
well as the Past Presidents who fought tooth and nail in order to achieve the 
target andat times became headlines in the newspapers. We the general 
members of the Institute shall remain grateful to you and your team and our 
dear leaders for the great and historical achievement.

Financial Reporting Act 2015 and
The Cost & Management Accountants
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This type of crisis came again and again for the 
CMA profession from the very beginning, at the 
time of its birth in the UK after the First World 
War, at the time of birth of ICMAB, at the time 
of passing of Cost Audit and recently at the time 
of enactment of FRA. The writer feeling excited 
to write about the subject in the month of 
Victory of Bangladesh. Our dear President has 
appreciated the grace of Almighty Allah for this 
victory. Each victory not only demands our 
gratitude to Him but also reminds of the great 
responsibility for the days ahead. Due to a very 
old age, it is not possible for the writer to 
highlight all the responsibilities our members are 
exposed to due to coming into operation of the 
FRA, but can tell without any reservation that 
each of our members are conscious of the great 
responsibility bestowed on us.

Honourable President has drawn our attention 
to certain sections of FRA, viz. Section 2(12, 
16, 18 and 19), 5 (JHA), 12(1), 39, 40, 42 and 
45(2GHA). It is expected that that our 
members have already read these sections. Let 
us briefly summarizethese sections to highlight 
our responsibilities.

Section 2, Sub-section (12):All the practicing 
members have to register with FRC (Financial 
Reporting Council). Section 2(16) defines 
auditing services as in the Companies Act 
1994. Section 2(18 and 19) and 5(JHA) relate 
to the struggle for inclusion of our name in the 
Act and FRC. Section 12(1) relates to Director 
of Administration. Section 39 relates to 
professional development and conduct. 
Sections 40 and 42 relate to adoption of 
Standards and Section 45 relates to 
examination of financial and annual reports and 
observation as to whether such reports are in 
accordance with FRA. Sub Section 2(GHA) 
relates to Cost Auditor. These are the various 
Sections of the Act to which our President has 
drawn our special attention.

In addition to the above sections, which are 
very important for us to note, there are 
certain other sections, detailed hereunder, 
which also deserve our special attention.  

Section 8(KHA): Our members must be 
conversant to International Accounting 
Standards and other relevant Standards.

Section 13 (CHA, JA): Limitations/incapability 
of the Chairman and Directors are explained 
in this Section.

Section 21: Annual Report of the Council - it 
does not actually need any explanation as our 
representative is fully aware of the 
requirement of this Section.

Section 25: This relates to reexamination of an 
Audit Report: our member concerned must 
read this Section very carefully.

Section 28:  Code of Ethics: Our members 
must be conversant with the Code of Ethics 
and practice it.

Section 35: The auditor has to swear an affidavit 
on following relevant standards and provisions 
of law.

Section 36: The Auditor has to submit a written 
report when he notices any gross violation of 
public interest. This is one of the most 
important sections which must be examined 
very carefully by our members in practice.

Sections 40, 41, 42 and 43 in Chapter 6: These 
relate to setting the standards and relevant 
issues. Our members must be conversant with 
these.

Sections 46 and 47: These relate to re-audit of 
audited accounts and action arising out of such 
reports.

Section 73: Upon publication of the English 
Text our members have to go through it 
carefully.

Beside the provisions of the Act it is very 
important for our members to study the 
Accounting Standards adopted/published by 
ICAB and take appropriate action.

Finally I quote again from President: "the 
Government of Bangladesh has taken a 
welcome step, now as professional accountants 
it's our turn to learn more, know more and do 
more to uphold our professional image".
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Mohammed Salim FCMA
Immediate Past President, ICMAB

From its very inception, when nobody felt about the necessity of an independent 
oversight body, when the concept was a bud in incubation process, ICMAB has 
engraved its name in this noble cause. In 1998, the then Prime Minister of 
Bangladesh has announced that the government of Bangladesh will think about 
the formation of an independent oversight body to ensure transparency and 
accountability of financial reporting in the inaugural session of the 13th  SAFA 
conference held in Dhaka. ICMAB past president late Chowdhury Hafizur 
Rahman FCMA was the president of that tenure of SAFA. With this 
announcement, ICMAB felt it as a prerogative to support the Government and 
prepared and submitted a draft act with respective ministry when the western 
world cannot even think about such an issue even before the enactment of SOX 
in USA in 2002.

ICMAB throughout the long process of the development of the Financial 
Reporting Act (FRA) extended active support to the Government and 
significantly contributed in the draft of the Act giving important inputs from the 
year 2006 in line with laws of the other countries. Many of the suggestions and 
modifications were adopted when the draft of the Financial Reporting Ordinance 
was prepared and ultimately promulgated on December 30, 2008. This was 
however not ratified in the Parliament by the newly formed democratic 
government. Subsequently the present benevolent took the initiative to 
introduce it as an Act. But for different reasons the act haven't been passed, 
however, the bud is growing over the year which is a complete tree now. The act 
finally passed in the Parliament on 6th September 2015 and Bangladesh entered 
into a new era in the history of disciplined financial reporting. Due to 
stakeholders' pressure for last couple of years, the Government of Bangladesh is 
trying to enact such an act, though it failed in multiple instances due to the 
prescription of a vested quarter.

The quarter propagated that ICMAB in particular wants to pass the act which 
will destroy the financial reporting environment of the country. ICMAB felt 
offended and come forward to defend itself from such unruly and monopolistic 
behavior. ICMAB believes that accountants serve the society; there should be a 
mechanism to be responsible to society for any unwanted and unexpected 
activities. Otherwise, professional reciprocity will be violated and compromised. 
The institute has played every role to make the position of ICMAB clear. We 
always work sensibly, we are always committed to our every stakeholder and we 
take the responsibility of every action that we took.

The vested quarter first attempted to exclude ICMAB from the Financial 
Reporting Council (FRC) but they failed due to the proper role of ICMAB. 
Finally they tried to give misleading definition on professional accountants and 
professional Institute in the FRA. ICMAB again came forward and took 
appropriate measures to correct the said definition and convinced the 

Professional Proliferation:  The Role of ICMAB with FRA
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government and also the related stakeholders 
regarding the voice of ICMAB.
   
ICMAB has always refuted all the blame that the 
vested quarter raises against it professionally. It 
has worked seriously to raise public support 
through its writing in different Medias. We have 
taken initiative to justify the requirements of FRA 
in different forum. Even, for raising public 
awareness on the issue, ICMAB has published its 
standing on FRA related issues through newspaper 
in multiple instances which receive wider 
circulations. It also helps ICMAB to come very 
close to the society and in return ICMAB 
managed to get the support of society.

ICMAB never puts emphasis on individual interest 
at the cost of wider society. It works for a better 
society through its beliefs and activities. This is the 
main reason behind its success from its beginning. 
The institute has passed a very busy time during 
the year with all these activities. It has met with 
different departments of the Government of 
Bangladesh, market regulators, and other 
stakeholders for explaining the essence of FRA. 
Because the whole market was diluted with some 
wrong messages which goes against the focus of 
FRA. Even a vested quarter was trying to exclude 
ICMAB from the whole picture. Having no other 
option, the ICMAB has organized a press 
conference to come before the public face to face 

which has received a significant market 
demonstration. Veteran cost and management 
accountants with experts from various fields were 
present in the press conference. This press 
conference was very successful which has been 
broadcasted in different media.
 
Due to all these efforts, we have received our due 
credits in every respect. Now both ICMAB and 
ICAB will be under the control of FRC. ICMAB is 
thankful to the current Government of Bangladesh 
for enacting the Financial Reporting Act amid of 
strong criticism from a vested quarter and for 
supporting the ICMAB every time. ICMAB is 
always committed to put its best effort to support 
the Government of Bangladesh as a development 
partner.  

ICMAB strongly believe that by implementation of 
FRA the trust of the investors in the capital 
market will get back. Bangladesh will attract huge 
amount of foreign direct investment like Singapore 
and Vietnam for the economic development of the 
country as a whole. Investors will rely on the 
financial statements to take investment decision. 
Transparency, Accountability and Corporate 
Governance will be ensured. Now, ICMAB urge to 
the Government to form the FRC as soon as 
possible to implement the FRA-2015 for the 
greater interest of the country.

Md. Monowar Hossain FCMA
General Manager & Head of Internal Control and Compliance
Agrani Bank Limited

The Financial Reporting Council (FRC) will bring together key financial reporting 
stakeholders to ensure the transparency and accountability in accounting and 
auditing through overseeing the effectiveness of the financial reporting 
framework in Bangladesh. Auditing is the key pillar of public confidence in the 
country's corporate governance and reporting and the part of an integrated 
financial reporting supply chain that includes financial managers, directors, 
accountants and regulators, domestically and internationally. A broad range of 
stakeholders has to be considered and the needs of often conflicting 
perspectives have to be balanced, and it is this input that our FRC should be well 

Stakeholders' Expectations from
the Financial Reporting Council
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community in the year 2012. After three years, 
thelong awaited FRA-2015 has been passed.

The Act aims at elevating the auditing and 
accounting system of the country's financial 
institutions to international standards, and 
under the Act, FRC comprising of 12 members 
will be established, led by a Chairman 
appointed by the Government. Moreover,the 
council will be a statutory body with members 
from various government bodies, institutions 
and professional groups.

Under the Act, activities of the FRC will be 
done through the following four serviceable 
divisions: 

(1) Standards Setting Division;

(2) Financial Reporting Monitoring Division;

(3) Audit Practice Review Division and 

(4) Enforcement Division

The expected objectives of the FRC would be:

l       To promote the provision of high 
quality reporting of financial and non-
financial information by public interest 
entities;

l       To promote the highest standards 
among the practicingauditors;

l       To enhance the credibility of financial 
reporting; 

l       To improve the quality of accountancy 
and audit services etc. within the 
country. 

The largest proportion of stakeholders, and in 
particular many investors, call for more change 
including more transparency in financial 
reporting and a more open and comparative 
reporting framework process to help  improve 
their confidence in the independence of 
auditors and the transparency of their audit 
reports. In order to fulfill the expected 
objectives, the FRC must be entrusted with the 
following main functions:

l       to license auditors and maintain a 
register of licensed  auditors and 
approval of firms' name;

l       to monitor  and review the authenticity 
and fairness of financial reporting by 

equipped to provide the services to its 
stakeholders. Its key functions include the 
oversight of the accounting and auditing 
standards setting processes for the public and 
private sectors, providing strategic advice in 
relation to the quality of auditing and advising 
the authorities on these and related matters to 
the extent that they affect the financial 
reporting framework in Bangladesh.

We know, the much awaited Financial 
Reporting Act, 2015 got passed in Parliament 
on September 6, 2015. Since the beginning of 
accounting profession in the country, the 
Institute of Chartered Accountants of 
Bangladesh (ICAB) was the one and only 
governing body for the country's chartered 
accountants. From now on, the FRC under the 
Act will ensure accountability and performance 
of the professional accountants of Bangladesh. 
Moreover, the council will be a statutory body 
with members from various government 
bodies, institutions and professional groups.

The FRC will be the sole watchdog to monitor 
the functions of auditors and ensure clearness 
and responsibility in accounting and auditing of 
financial organizations, including various 
government, autonomous and non-government 
institutions.It will also monitor activities of the 
country's chartered accountants and cost and 
management accountants. It will responsible 
for promoting high quality corporate 
governance and reporting to foster investment.

If we look back, we will find that since the 
crisis in the country's stock market emerged, 
there has been a crying need for monitoring 
the auditing and the accounting activities. Like 
many other countries of the world, corporate 
failures and scandals are a linked with the 
accounting profession and associated 
companies. The World Bank Report on the 
Observance of Standards and Codes (ROSC), 
published on May 16, 2003, reflects a true 
picture of accounting and auditing environment 
in Bangladesh. The World Bank team suggested 
a recommendation to establish an independent 
oversight body -- Financial Reporting Council -
- in the report. The regulatory efforts 
undertaken by the Government of Bangladesh 
during different times is a continuation of this 
recommendation. However, for ensuring more 
accountability, the need for a financial reporting 
law was proposed by the concerned 
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public interest entities effectively and 
efficiently;

l       to monitor the practice of auditors 
with a view to maintaining high 
standards of professional conduct;

l       to setup / adopt the Accounting 
Standards/Financial Reporting Standards 
and Auditing Standards with Standard 
Code of Conducts for the professional 
Accountants;

l       to monitor and enforce compliance 
with Accounting Standards/Financial 
Reporting Standards and Auditing 
Standards; 

l       to provide advisory, consultancy and 
informational services on any matter 
related to its functions to the 
authorities and the stakeholders;

l       to monitor compliance with the 
reporting requirements specified in the 
rules and regulations;

l       to conduct practice reviews of licensed 
auditors effectively and efficiently; 

l       to provide the accounting/auditing issue 
bulletins for the profession accountants 
and stakeholders;   

l       to advise the finance ministry on any 
matter relating to financial and non-
financial reporting, accounting and 
auditing etc.

Stakeholders believe that settingup of the FRC 
on a sound footing will support the 
development of the economy of Bangladesh in 
numerous ways by:

l       increasing transparency and better 
information flows on companies that 
will help reinforce investors' confidence 
in the management of companies;

l       increasing confidence in corporate 
financial reporting, that is, reporting on 
financial and non-financial matters and 
compliance with standards;

l       facilitatingcomparability of financial 
statements.  Financial reports of 
companies will give regulators, policy 
makers, shareholders and other 
stakeholders access to greater 
disclosure, hence the availability of 
better information flows for taking 

decisions at the top level as well as 
investor level;

l       monitoring the quality of published 
accounts by the FRC will contribute in 
establishing Bangladesh as a leading 
regional financial centre with a modern 
and well-regulated infrastructure;

l       providingassistance to the regulators - 
Bangladesh Bank, Bangladesh Securities 
and Exchange Commission (BSEC), 
Insurance Development & Regulatory 
Authority Bangladesh (IDRA), National 
Board of Revenue (NBR), Registrar of 
Joint Stock Companies and Firms 
(RJSC) - on the more technical aspects 
of financial reporting and complex 
accounting issues.  

l       Encouraging with pooling of expertise 
from regulators and the private 
sectorto improve the quality of financial 
reporting within the country.

For fulfilling the expectation, executives of FRC 
must possess recognized accounting 
qualification accompanied by effective 
leadership quality and management and policy 
skills. S/he should have wide technical expertise 
in financial reporting matters and in 
international accounting and auditing 
standards; and a thorough understanding of 
regulatory frameworks for standard setting, 
monitoring and enforcement.S/he would be 
capable to monitor effectively the accountancy 
and audit sector; andsecure compliance with, 
and enforce good governance guidelines, rules 
and regulations. We all should work closely 
together to ensure our financial reporting 
system will work well and to suggest 
improvements where they are needed.

Finally, the FRC will oversee the effectiveness 
of the financial reporting framework in 
Bangladesh. It will regularly be consider issue 
related to financial reporting including audit 
quality and setting of standards, with a view to 
developing strategic advice to the authorities 
and stakeholders on these issues.  So, the 
stakeholders' expectations are thatthe FRC 
would be the key external advisor to the 
Bangladesh Government on the financial 
reporting system. 
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Both Electronic and Print Media were very busy throughout the year to 
demonstrate FRA related issues before the mass which also reflects the 
importance of FRA to other stakeholders of the society. It was the main headline 
of different print Medias in multiple instances. At the same time, different major 
electronic media has aired programs in the form of talk show, interview etc which 
could successfully cater the attention of public at large. Some of such footage is 
produced below for the readers' easy reference:
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FRA Vibrates both Electronic and Print Media
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Q1. First, we would like to know your leadership style 
and in particular how does a finance professional 
achieve a successful career?
Success in career is about knowing your own area (subject), 
your activities and knowing your business thoroughly. If I do 
not know the industry very well, I can never be successful. 
Accounting professionals will have to go beyond the 
traditional role. We have to undertake various responsibilities 
and expand our horizon. As an example, in my organization, I 
look into legal, regulatory and new projects. I am also very 
active in business expansion decisions. In order to give any 
decisions I need to understand the business processes first. 
When I started becoming familiar with pharmaceutical 
marketing process, I discovered the rationale behind certain 
investments which initially appeared to be unnecessary. It is 
important for finance professionals to dive into and 
participate in the marketing, production, project areas to be 
able to understand, challenge and finally support business. 

Q2. The Financial Reporting Act 2015 aims to improve 
and maintain the overall governance around a robust 
financial reporting system. What key opportunities does 
the Financial Reporting Act bring for the country?
Once the FRA is fully implemented as proposed, I would 
expect the overall governance of accounts to be improved. 
The FRA ensures authenticity of the published accounts of 
public and private companies. The Act will regulate the 
auditors and their activities more effectively. Once the 
auditors are working properly, we expect the accounts to be 
more trustworthy. Hence the whole country will be 
benefitted through much more transparency in what the 
companies share with the general stakeholders. 

Q3. The Professional Accounting Institutes (ICMAB & 
ICAB) has an integral role in the proper implementation 
of the Financial Reporting Act. How will the professional 
Institutes ensure that the main deliveries of the FRA will 
protect the interest of companies' shareholders?
The only way to protect interest of shareholders is through 
good governance. One aspect of good governance is 
transparency in published accounts. FRA is concerning the 
published accounts. The main role of the Institute in 
protecting interest of general shareholders is through 
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Beximco Pharmaceuticals Ltd. was awarded a Best Corporate Award 2013 under the Pharmaceutical category. 
Here Ali Nawaz FCMA, Chief Financial Officer, Beximco Pharmaceutical Ltd., share with the 

readers, his views on the Financial Reporting Act 2015.
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contributing to formulating the rules & regulations and 
giving inputs to the FRC (Financial Reporting Council). 
This would increase transparency and reliability of the 
published accounts. This is the ultimate objective.

Further, in my opinion, the FRA should have some 
jurisdictions with regards to the corporate governance 
(CG) guidelines (as issued by the BSEC). I would 
expect the FRC to have some authority to intervene in 
ensuring compliance to the CG guidelines. This would 
ultimately mean transparency of the CG auditors.

Q4. What challenges do you forsee in implementing 
and embedding the FRA ways of working within the 
accounting profession in the country?
As with most Acts in the country, enforcement of the 
Act would be the most challenging stage. This 
enforcement will largely be impacted by influence from 
different parties in the corporate, policy maker and 
academic world. I believe owners/directors should be 
rewarded for better governance. We need a regulation 
structure like the banking sector. A big benefit of the 
recent laws around Central Bank monitoring of banks 
is the independence of the management to take 
decisions using accounting standards as guidelines. A 
similar full independence/delegation to management 
teams in the corporate world will be welcomed.

Q5. The proposed Financial Reporting Council 
(FRC) will bring in a number of policy makers, 
professionals and academicians from the private 
and public sector together to work coherently on 
common objectives. How do you recommend these 
representatives be brought together for effective 
and consensus decision making and fast 
implementation of these decisions?
The main decision of the FRC is to agree to the set of 
standards to follow and comply with. Given that 
international standards are already out there, the FRC 
need not come up with new standards. Therefore, the 
FRC need to focus on the enforcement modality. Here 
the pivotal role should be played by the Chairman. It is 
crucial to select a Chairman of a respectful 
background/experience with sound integrity. He will be 
mainly responsible for bringing the different 
perspectives together and work towards enforcement 
of the Act.

Q6. What changes do you expect in the current 
ways of financial reporting in the private sector as 
a result of the implementation of the FRA?
Firstly, I do not expect any overnight change.  The 
benefits that we talked about will only come in 
gradually. Any move for an overnight compliance will 
lead to non compliance and a fall out of the FRA. On 
one hand the auditors have the first role to play. While 
they will be checking for inconsistence/irregularities in 
accounts they would need to allow for a transition 
time. I would refer to the Tax Rules implementation. 

Tax audits were also phased out. One area at a time 
was gradually included in the audit scopes. This 
allowed for the companies to absorb the changes 
more effectively. 

On the other hand we need to keep in mind our total 
social system and other areas of the business 
infrastructure. The corporate world will cite example 
of irregularities in salaries payments, expense 
bookings, intercompany transactions, underinvoicing, 
etc.  The FRA needs to keep in mind a fully complaint 
environment will need to straighten up these areas as 
well. Hence the rules under FRA also need to be 
introduced in a phased manner. 

However, once we have a fully implemented FRA, 
reported profitability of the corporate will ultimately 
increase through better transparency in profits.

Q7. How do you think finance professionals 
(practitioners, private/public sector service 
holders, students) will evolve in the medium to 
long run as a result of embedding FRA in the 
country?

FRA effectiveness will depend on the skills and 
capabilities of a company's CFO and the finance staff. 
Today many companies do not have professional 
accountants in the business. When FRA starts 
implementation, the demand for qualified finance 
professionals will increase for ensuring proper 
compliance to accounting standards. Hence the supply 
of good professionals will also increase. In this regard 
my message to aspiring students would be that the 
finance & accounting profession is a very demanding 
one. Hence we expect the best students to come in - 
planned and with a clear vision of what the profession 
stands for and expects from its members. 

Q8.  In your opinion are there any areas of 
improvements in the Act that can be taken up for 
consideration (or amendment) in the next revision 
of the Act?
The FRA is now at a basic structure. This looks alright 
at this stage. However we are waiting for the rules to 
come out. It is important that the rules have no 
ambiguity and clearly explains how things will work. In 
case of ambiguity, various parties will take advantage 
and the FRA will lose acceptability in the bigger 
society. It is important that the formulation of rules 
take into account inputs from all concerned bodies 
and is respectful to a transition stage to enable 
companies to be more compliant.

[Interviewed by Zinnia T Huq FCMA and 
Associate Editor,  The Cost & Management]. 
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(d) In case of discontinuance of the business or 
dissolution of the unincorporated body or 
liquidation of the company, the income year 
will be the period beginning with the first day 
of July and ending with the date of such 
discontinuance, dissolution or liquidation;

(e) In case of retirement or death of a participant 
of the unincorporated body, the income year 
will be the period beginning with the first day 
of July and ending with the date of such 
retirement or death;

In case of application of this new provision for the 
first time, it may be necessary to prepare financial 
statement and income tax return for two different 
periods. However, for the subsequent assessment 
years they will have to prepare and submit 
financial statement and income tax return for a 
period of twelve months commencing from July 
and ending in June. This provision of income year 
will be applicable from 2016-2017 assessment 
year.

2. Allowable Limit for Purchase of Motor Vehicle by 
Company Taxpayer:

As per section 19(27) of Income Tax Ordinance, 
when a company purchases one or more motor 
car or jeep and the value of such motor car or 
jeep exceeds ten percent of its paid up capital, 
then fifty percent of the amount that exceeds such 
ten percent of the paid up capital shall be deemed 
to be the Income from other sources. Finance Act 
2015 has made changes in this subsection whereby 

In every year some important changes are made in 
Income Tax Ordinance by Finance Act. This year 
Finance Act 2015 brought some significant changes 
in the tax laws. Some of these changes are 
discussed below: 

1. Provision for Income Year applicable for all taxpayers 
except Bank, Insurance and Financial Institutions:

Finance Act 2015 brought change in sub-section 
(35) of Section 2 by changing the definition of 
'Income Year'.  As per the existing provision a 
taxpayer can choose any day to be the closing day 
of the income year and accordingly maintain 
accounts and prepare Financial Statements and 
Income Tax Return. As per the new provision the 
date of closing of accounts has been fixed as 30 th 
June for all taxpayers except Bank, Insurance and 
Financial Institutions. The new provisions are as 
follows:

(a) The date of year end for all taxpayers will be 
30 th June except Bank, Insurance and Financial 
Institutions;

(b) In case of Bank, Insurance and Financial 
Institutions, the income year will be the period 
of twelve months commencing from the first 
day of January of the relevant year;

(c) in case of new business, the income year will 
be the period beginning with the date of 
setting up of a business and ending with the 
thirtieth day of June following the date of 
setting up of such business;

The Journal is running a series of updates on Income Tax issues. In this issue 
of THE COST & MANAGEMENT, Kamrul Hoque Maruf ACMA has taken 
the responsibility to give a reflection of relevant changes and updates on 
important changes made in Income Tax Ordinance by Finance Act 2015. Mr. 
Marufis presently working with the Joint Director - Central Intelligence 
Cell, National Board of Revenue (NBR) as Joint Commissioner of Taxes.

IMPORTANT CHANGES
in Income Tax Ordinance by Finance Act 2015
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ten percent of paid up capital and reserve and 
accumulated profit will be considered instead of 
ten percent of paid up capital. Therefore, in case 
of purchase of motor car or jeep, if the value of 
motor car of jeep exceeds ten percent of its 
paid up capital and reserve and accumulated 
profit, the excess amount will be considered as 
Income from other sources.

3. Purchase on credit any materials for the purpose 
of construction of building or house property and 
fails to pay the sum in the following year:

A new subsection 19(29) has been inserted in 
the Income Tax Ordinance whereby an assessee 
who is not engaged in real estate business, 
purchase on credit any material for the purpose 
of construction of building or house property or 
its unit and fails to pay the sum or any part. The 
sum or any part which has not been paid in the 
following year in which such purchase was made, 
shall be deemed to be Income from other 
sources.

4. Unspent sum of Expenditure allowable as Repair 
and Maintenance Expenditure allowable against 
Income from House Property:

In computing Income from House property, 
expenditure for repairs, collection of rent, water 
and sewerage, electricity and salary of darwan, 
security guard, pump-man, lift-man and caretaker 
is allowed at the rate of 25% of annual value 
where the property is used for residential 
purpose and the allowable expenditure is 30% of 
annual value where the property is used for 
commercial purpose. Where an assessee is found 
to have any sum allowed or deducted but not 
spend in accordance with the provision, such 
unspent sum or part thereof shall be deemed to 
be the Income from house property.

5. Assessee filing revised return and showing tax 
exempted income or income that is subject to 
reduced tax rate:

A new sub-section 19(31) has been inserted in 
the Income Tax Ordinance where an assessee 
files a revised return and shows tax exempted 
income or income that is subject to reduced tax 
rate. The tax exempted income or income that is 
subject to reduced tax rate and that income 
exceeds the amount shown in the original return 
shall be deemed to be Income from other 
sources.

6. Deductions allowed against obsolescence allowance of 
any fixed not being imported software:

According to section 29(1)(xi) of Income Tax 
Ordinance, 1984, any building, machinery or plant 
used for the purpose of business, has been 
discarded, demolished or destroyed or any such 
asset has been sold, transferred by way of exchange 
or exported outsider Bangladesh, an obsolescence 
allowance will be allowed. Finance Act 2015 has 
increased the scope obsolescence allowance. As per 
the new provision obsolescence allowance will be 
allowed on any fixed asset except imported 
software.

7. Provision for Tax holiday of Industrial undertaking:

Finance Act 2015 has included 4 (four) new sectors 
in the Tax holiday scheme. The new sectors added in 
the tax holiday schemes are automobile 
manufacturing industry, bi-cycle manufacturing 
industry, brick made of automatic Tunnel Kiln 
technology and tyre manufacturing industry. As a 
result these 4 (four) sectors will enjoy tax holiday 
facility for the prescribed time and at the rate 
specified in the provisions for tax holiday scheme.

8. Tax deducted on Interest on Savings Instruments 
issued by National Savings Directorate to considered as 
final discharge of tax liability:

Finance Act 2015 has made changes in section 82C 
of Income Tax Ordinance 1984 whereby tax 
deducted at source against interest on savings 
instruments issued by National Savings Directorate 
has been made finance discharge of tax liability. 
Interest on savings instruments are specific and 
supported by documents. Interest on the savings 
instruments will have to be shown in the Interest on 
Security head of income and it will be included in 
the calculation of total income. As the tax deducted 
on interest of savings instruments is considered as 
final discharge of tax liability, therefore tax will have 
to be calculated on all the income except the 
interest on savings instruments. Thereafter, tax 
deducted at source on savings instruments will have 
to be added to the tax so far calculated on other 
income. This amount will be tax payable on total 
income.

"A wise person should have money 
in their head, but not in their heart."
                               -Jonathan Swift
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The Journal is running a series of updates on IFRS, IAS, IFRIC and SIC. In this issue, Mr. Md.  Abu 
Khair Hasanul Hasif Sowdagar FCMA, FCA has taken the responsibility to give a reflection of 

IFRS 9: Financial Instruments - Accounting Standard. Mr.Sowdagaris presently working with Standard 
Chartered Bank, Bangladeshas Senior Manager, Financial Controls.   

Updates on
IFRS, IAS, IFRIC and SIC

IFRS 9: Financial Instruments - Accounting Standard

Abstract:
On 19 November 2013 the International Accounting Standards Board (IASB) issued a new version of IFRS 9 
Financial Instruments (Hedge Accounting and amendments to IFRS 9, IFRS 7 and IAS 39) (IFRS 9 (2013)), 
which primarily introduces the new hedge accounting requirements. IFRS 9 (2013) does not provide any 
particular solutions specifically tailored to so-called 'macro hedge' accounting, the term used to describe 
the more complex risk management practices used by entities such as banks. 

IASB published the final version of the IFRS 9 financial instruments in Q3 2014 (750 pages). 
l The final version brings together the classification and measurement, impairment and hedge 

accounting phases of the IASB's project to replace IAS 39 Financial Instruments: Recognition and 
Measurement. 

l Basel Committee issued draft 'Guidance on accounting for Expected Credit Losses' in Q1 2015. Final 
version expected in Q4 2015 

l  Objective of guidance to ensure 'high quality, robust and consistent' implementation by banks of 
impairment components of the standard, but also limiting implementation options for banks. 

Key dates:
l  Potential financial impact on adoption of IFRS9 to be disclosed in 2016 Annual report 
l  Regulatory expectation of a full parallel runs in 2017 along with impact assessment 
l  First external disclosure in Q1 2018 and Q1 2017 comparatives expected 
l  Effective for annual periods beginning on or after 1 January 2018 
l   Analyst expectation of early impact assessment on Capital and key ratios 

IFRS 9 is one of a suite of significant changes sweeping the regulatory and financial reporting landscape:



49 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-43, NUMBER-6, NOVEMBER-DECEMBER 2015

Change Impact Summary Change Potential Impact 

Classification and 
Measurement 

Low l Principle based classification based on business 
model and nature of cash flows 

l Moves from 4 measurement classifications to 3 
categories - amortised cost, fair value through 
the P&L (FVTPL) and fair value through other 
comprehensive income (FVOCI) 

l Own credit gains and losses presented in 
reserves not P&L 

l Subsequent reclassification driven by change in 
Business model

l Moderate impact on financial results 
l High impact on Finance systems and reporting 

process 
l Increased documentation of business models and 

contractual cash flows 
l Loan portfolio and much of the AFS debt securities 

largely unchanged 
l Amortised cost debt securities likely to move to FV 

through reserves 
l AFS Equity securities and other hybrid instruments 

likely to be measured at FVTPL 
l Financial liabilities are unchanged

Hedge Accounting Low l Simplifies effectiveness testing 
l Permits components of non-financial items to be 

hedged. 

l Low impact on financial results 
l Increased documentation 
l Material impact for client's hedging 
l Option remains to continue with IAS 39 hedging 

approach

Impairment High l Applies to all amortised cost and fair value 
through reserves assets 

l Moves from an incurred loss approach to a 
forward looking expected loss approach 

l Requires all available forward looking 
information to be incorporated into the model 

l Initial provisions based on 12 months of 
expected losses, replacing Portfolio 
impairment Provision (PIP) 

l Lifetime losses recognised when significant 
deterioration in credit has occurred

l Fundamental change 
l Provisions expected to increase and will also 

increase volatility in provision amounts during the year. 
l BCBS guidance narrows definition 

interpretation on 'Significant credit deterioration' 
l Uncertain of extent to which we can rely on 

Basel models. 
l ECL under IFRS 9 is different to regulatory EL 

as the methodologies differ. Regulators expect banks 
to reconcile ECL under IFRS9 to Regulatory EL 
(which is used for capital calculation).

IAS 39 IFRS 9 

Initial recognition & 
measurement 

Subsequent classification & 
measurement 

4 classes 
l Fair value through profit or loss 
l Loans and receivables 
l Held-to-maturity 
l Available-for-sale

3 classes 
l Amortised cost 
l Fair value through profit or loss 
l Fair value through other comprehensive income 

Fair value + directly attributable transaction costs 

IFRS 9: Overview:
Summary of Changes:

Classification and Measurement:
Classification Categories: IAS 39 vs. IFRS 9:

Assessment: Business model and contractual cash flows:
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Decision Workflow:

 

Potential Areas of Impact:
 

Impairment:
Overview of the New Model:
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Significant Credit Deterioration - transfer from stage 1 to 2:
 

Objective evidence of impairment - transfer from stage 2 to 3:
 

Measurement of expected credit losses (ECL):
` 
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Potential Areas of Impact:
 

Basel Committee Guidance:
 

Hedge Accounting:
The main changes in the IFRS 9 hedge accounting requirements:

Hedge accounting under IAS 39 Financial Instruments: Recognition and Measurement is often criticised as 
being complex and rules-based, thus, ultimately not reflecting an entity's risk management activities. 
Consequently, the objective of IFRS 9 is to reflect the effect of an entity's risk management activities in the 
financial statements. This includes replacing some of the arbitrary rules by more principle-based 
requirements and allowing more hedging instruments and hedged items to qualify for hedge accounting. 
Overall, this should result in more risk management strategies qualifying for hedge accounting. 

Some of the basics of hedge accounting do not change as a result of IFRS 9. There are still three types of 
hedging relationships: 

l  Fair value hedges 
l  Cash flow hedges 
l  Hedges of net investments in foreign operations
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Hedge accounting remains optional and can only be applied to hedging relationships that meet the qualifying 
criteria (see sections 3, 4 and 5). IFRS 9 does not revisit the mechanics for hedges of net investments in 
foreign operations. Such hedges must still be accounted for similar to cash flow hedges. IFRS 9 did have 
some consequential amendments to IFRIC 16 Hedges of a Net Investment in a Foreign Operation. Rather 
than providing a comprehensive summary of hedge accounting, this publication focuses on the differences 
between hedge accounting under IAS 39 and the hedge accounting requirements in IFRS 9.

Qualifying Criteria for Hedge Accounting:

A hedging relationship qualifies for hedge accounting only if all of the following criteria are met:
1. the hedging relationship consists only of eligible hedging instruments and eligible hedged items.
2. at the inception of the hedging relationship there is formal designation and documentation of the 

hedging relationship and the entity's risk management objective and strategy for undertaking the 
hedge.

3. the hedging relationship meets all of the hedge effectiveness requirements [IFRS 9 paragraph 6.4.1]

Hedging Instruments:

3 Only contracts with a party external to the reporting entity may be designated as hedging 
instruments. [IFRS 9 paragraph 6.2.3]

3 A hedging instrument may be a derivative (except for some written options) or non-derivative 
financial instrument measured at FVTPL unless it is a financial liability designated as at FVTPL for 
which changes due to credit risk are presented in OCI. For a hedge of foreign currency risk, the 
foreign currency risk component of a non-derivative financial instrument, except equity investments 
designated as FVTOCI, may be designated as the hedging instrument. [IFRS 9 paragraphs 6.2.1-6.2.2]

 

"Anyone who stops learning is old, whether at twenty or 
eighty. Anyone who keeps learning stays young."
                                                               - Henry Ford
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Key changes:
 
 
 

Potential Areas of Impact:

Ongoing subject of Discussion: 

l  More judgemental through the loss of hedge effectiveness bright lines and the option to rebalance 
l  Increased universe of permissible hedging instruments and hedged items 
l  Increased hedging options through the use of non-derivative instruments 
l  Process and IT changes to fulfil new accounting and disclosure requirements 
l  Accounting policy choice to continue to apply IAS 39 

Business Impacts:

l  Review of existing and designation of new hedge relationships
l  Evaluation of new hedge accounting strategies for example by analysing risk components of non-

financial line items 
l  Integration of risk management and accounting 
" Implementation of the rebalancing requirements 

Reference materials: 

l  IASB Standard 
l  IFRS Standpoint 
l  IAS Plus
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When a capital market can demonstrates its credibility 
in the way that intrinsic value of shares are reflected 
all relevant new information accurately and in real 
time, stakeholders termed that one as an efficient 
market. The information has to be made available very 
easily at lower costs by virtue of the use of right 
technology and by application of appropriate 
regulation and policies. In the perfectly strong form of 
efficient capital market, under no circumstances can 
investors neither earn excess profits nor suffer 
abnormal losses because all of the information is 
incorporated into the security prices.

Efficient market is considered as a heaven for 
investors from institutional category to marginal 
saversand try to play confidently even though they do 
not have enough time for market analysis and to some 
extent have not financially literate as well, which 
creates huge investors base in other words main 
elements and blood flow of the market and in turn 
eventually creates huge demand of securities.

On the other side of the coin, to the issuers' point of 
view, efficient market is strongly considered as an ever-
opened unique door of strategic finance and try to 
use as financing vehicle for grabbing the radical 
expansion opportunities which creates huge suppliers 
base of the market and in turn eventually ensures 
enough supply of securities to balance the market.

From the perspective of the both investor and issuer 
firm, in an efficient market the funds that are flowing in 
capital markets, from the savers to the firms with the 
aim of financing projects, must flow into the best and 
top valued projects and, therefore, informational 
efficiency is of supreme importance.

From the global macro economic trend, it is visible 
that growth is shifting from the West to East. In the 
year 2014 global GDP growth was 3.19% and Asia's 
growth was 4.07% and among Asia China and India 
enjoyed more than 7% growth and Bangladesh enjoyed 
more than 6% growth. Right now Asia is enjoying 
demographic dividend and dominating global growth, 
which will continue allover the 21st century and Asia 
will be the economic powerhouse of the world. In the 
emerging new economic order by 2030 China and 
India will make their space at the topmost position of 
the world economy, Brazil and Indonesia will surpass 
the Russia and Italy respectively. 

Viewing the above trend, cross boarder IPO is going 
to change its direction through looking to some 
degree to emerging market exchanges, rather than 
the established financial centers like London and New 
york. Hong Kong already replaced New York in 2015 
as the world's biggest IPO market by the amount of 
funds raised and present IPO volumes demonstrate 
that emerging markets already account for an 
increasing share of primary market and in coming 
decade emerging market will dominate the global 
market in terms both issuers and capital.  The 
strength of china is already evident and experts of 
global capital market believe that Shanghai Stock 
Exchange to be biggest beneficiary of the move to 
emerging market and it will be the popular 
destination for foreign listing followed by Indian's 
Exchanges by 2025.

A PWC publication mentioned five trends that will 
shape the cross border IPO activities like IPO activity 
will continue to evolve, Stock Exchanges are 
developing, Exchange competition intensifies, 
Regulation shapes patterns of activity and 
Macroeconomics impact IPO pipelines.

Our market also is shaping day by day.Already our 
two bourses stepped into the demutualization 
process and adapted up-to-date technologies. 
Regulators relentlessly have been trying to introduce 
pro-market rules and regulations including 
introduction of Financial Reporting Act. 

There is rumor of China, India and beyond theories, if 
we prepare ourselves we have a strong possibility to 
be one of the players in the global capital market. 
Let's work and keep hope alive!
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world advice from his experience and that of 
thers. Don't pass it by." - Keith Ferrazzi, #1 NY 
Times bestselling author of Who's Got Your Back 
and Never Eat Alone.

"Offers practical and insightful tips and tools from 
the mind and experience of a coach who has been 
there and done that." - Dave Ulrich, professor, 
Ross School of Management, University of 
Michigan.

"The need of change your thinking as you rise 
through the ranks is critical to success. Adapting is 
the key and The Next Levelprovides a blueprint 
for reflection on how best to proceed. A MUST 
READ for those moving UP!" - VADM Philip 
Quast, U.S. Navy (ret.), former director, USN 
Executive Learning Office. 

"The book is full of practical, simple and 
immediately applicable concepts, tools and 
frameworks that address the real world 
opportunities and challenges facing executive 
leaders." - Donna Morea, President, U.S., Europe 
and Asia, CGI.

The Next Level, the author divided the book into 
three parts. Part One covers The Foundation of 
Personal Presence, the Second Part covers The 
Foundations of Team Presence and the Third Part 
covers The Foundations of Organizational 
Presence. 

Part One: The Foundation of Personal Presence 
has been elaborated with three sub-sections, that 
is, Pick up confidence in your presence - let go of 
doubt in how you contribute, Pick up regular 

In the book,THE NEXT LEVEL, Scott Eblin 
combines his experience as a former Fortune 500 
executive with his skills as an executive coach to 
help readers achieve their goals at the next level 
and beyond. In the introductory message, the 
author mentioned that "THE NEXT LEVEL - 
welcome to the executive suite! To excel in your 
new role, you must accept that the qualities and 
skills that drove your success at lower levels won't 
necessarily power your career to greater heights. 
What's needed is reinvention - new ways of acting 
and thinking that will make you a successful rising 
executive.

The author Scott Eblinis a graduate of Davidson 
College and holds a masters degree in public 
administration from Harvard University. He has a 
certificate in leadership coaching from 
Georgetown University and is a member of the 
faculty for the program. Scott is a former Fortune 
500 executive, with a client list that includes 
executives, high potential leaders and audiences 
from some of the world's best-known 
corporations and organizations.

Scott Eblin is an executive coach, speaker and 
president of the Eblin Group, Inc., a leadership 
development and strategy firm that supports 
organizations in ensuring the success of their 
executive-level leaders. 

Some of the quotations are quoted from world 
class leaders and authors are mentioned below:

"There are a lot of books out there on leadership 
but what sets The Next Level apart is the approach. 
Scott Eblin isn't just talking fluff, he's sharing real-

The Next Level -
What Insiders know about Executive Success
Second Edition, by Scott Eblin, published in 2011
by Nicholas Brealey Publishing, printed in the USA. 

BOOK REVIEW
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renewal of your energy and perspective - let go of 
running flat out until you crash, and Pick up 
custom-fit communications - let go of one-size-
fits-all communications.

Part Two: The Foundations of Team Presence has 
been elaborated with Pick up team reliance - let 
go of self-reliance, Pick up defining what to do - let 
go of telling how to do it, and Pick up 
accountability for many results - let go of 
responsibility for a few results.

Part Three: The Foundations of Organizational 
Presence has been elaborated with Pick up looking 
left, right, and diagonally as you lead - let go of 
looking primarily up and down as you lead, Pick up 
and outside-in view of the entire organization - let 
go of an inside-out view of your function, and Pick 
up a big-footprint view of your role - let go of a 
small-footprint view of your role.

Afterword: living at the Next Level. What's a 
beautiful chronology! 

Before writing the book, the author conducted an 
extensive series of surveys and focus group 
discussions (FGDs) with executives, accordingly, 
the researchers identified some of the top reasons 
that leaders fail in rapidly changing situations:

l Ineffective communication skills
l Poor work relationships and interpersonal 

skills
l Failure to clarify direction or performance 

expectations
l Failure to adapt and break old habits quickly

The author told that the competence that propels 
leaders to the executive level can be both a 
blessing and a curse. There is a truth in executive 
coaching and a leadership development that a 
strength, when overused, can become a weakness. 
In turns out that many new executives rely too 
much on the technical competence that served 
them so well earlier in their careers. A theme that 
came up again and again during interviews with 
successful executives is that moving to the next 
level or meeting the expectations for different 
results requires the courage and confidence to let 
go of some of the behavior and actions that 
brought you to the executive team in the first 
place. Peak performance at the next level demands 
that you identify and rely on the characteristics 
that describe you at your best. Knowing what to 
do is important, but knowing how you are when 
you are at your best and creating the conditions 
to perform from that state are more important, 
the author mentioned in his book.

I am immensely grateful to The Lord that I 
attended an ANNUAL CONFERENCE 2014 at 
Washington, DC, USAorganized by the 
InsideNGO to present a paper on the "Sustaining 
Excellence in a Changing World Conference" on 
July 29 - 31, 2014 at Walter E. Washington 
Convention Centre, Washington, DC, USA. The 
conference exhibited harmony and perfection 
among Asia, America and Africa.I learned that 
"There is no greater courage than to be always 
truthful." I attended the session on THE NEXT 
LEVEL by the author Mr. Scott Eblin, it was a great 
experience for me. Mr. Scott Eblin donated a book 
to me with his comment for my future career. I am 
indeed grateful to him.

Finally, the author ended with a hope that this 
book will help those who have been preparing 
themselves for The Next Level for their career, to 
achieve greater success through building effective 
communication and to adapt and break old habits 
quickly.

The book is reviewed by: Naba K Muni, FCMA, 
Organizational Capacity Building Specialist, ACME, 
USAID, Dhaka, Bangladesh.

The book reviewer, shown with the author
Mr. Scott Eblin (Middle) at Washington, D.C., USA
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This section focuses on reflections from young students of ICMAB 
and how they have been pursuing their CMA career path and facing 
challenges in CMA study at the beginning of their career. 

Interview with
HSC Passed CMA Student of
ICMAB Khulna Branch

but she changed her mind set in 2015 when she 
saw an advertisement in the national dalies that 
HSC passed students could be enrolled in CMA 
education henceforth. She contacted ICMAB 
Khulna branch office and received ICAMB Career 
Pack once she get admitted herself in the CMA 
education. The Cost & Management Journal 
representative contacted her with some pre-
designed questionnaire and her responses are 
recorded and placed herewith.   

On pursuing the CMA education from ICMAB 
…

When I was studying in B.L. Government 
University, then one of my friends showed me an 
admission advertisement of ICMAB in the 
newspapers that HSC passed students could enroll 
themselves in CMA curriculum. With one my 
friends, I visited ICMAB Khulna office at Sonadanga, 
and I came to know the detailed procedure. I also 
came to know that ICMAB is a government 
institution and the institute has got international 
affiliations. The institute is the member of SAFA, 
CAPA, IASB, and CAPA. ICMAB holds mutual 
recognition with world class professional 
accounting bodies to strengthen its curriculum and 
mutual benefits. Some of successful recognitions 
are CIMA, UK and CIPFA - UK. I also knew that 
CMA is a life time profession. If anyone enters into 
this profession, then s/he will not leave this 
profession. Knowing all these long term career 

CMA career path has now opened for the HSC 
passed students to start the CMA education from 
July 2015. ICMAB opened this career path to young 
generation HSC passed students to start CMA 
education career path with life time CMA 
profession in Bangladesh. This is an exciting career 
path for the new generation of Bangladesh. The 
country has been growing witnessed by its 
development indicators but Indicators witnessed 
that Bangladesh has been growing but at the same 
time the corruption index rating has also been 
increasing. To address such circumstances, we need 
more management accountants to combat 
corruption by establishing corporate governance, 
transparency, accountability and ethics at all levels 
in the value chain. This is a great opportunity for 
young talented students of Bangladesh to serve 
their motherland and play a much stronger role in 
the days ahead. We have about 160 million 
population but we have only about 3,000 qualified 
professional accountants (both CAs and CMAs). 
We have very poor ratio between professional 
accountants and population of the country in 
compare to neighboring countries. We welcome 
brilliant students to come to the most vibrant 
CMA profession to make a difference in their 
career path.

Deepti Dipanwita who obtained SSC from Khulna 
Collegiate Girls' School in 2011 and HSC from 
Government Pioneer Girls' College from Khulna in 
2013. Her career vision was to become a physician 
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benefits at home and abroad, I have started the 
journey with ICMAB, Khulna.

On a comparison between the CMA 
qualification and other academic 
qualifications…

I think CMA qualification will help me in 
seeking prospective employments. I am the 
student of the CMA entry level career, so I 
don't have much knowledge but what I 
understood from the speech of the Immediate 
Past President of ICMAB, Mr. Mohammed 
Salim FCMA who visited ICMAB Khulna 
branch recently that the difference between 
CMA qualification and academic qualification is 
simple. CMA is a professional qualification that 
means a person who hold this qualification can 
give decisions independently following ICMAB 
value code. The members of this profession 
must hold five ethical principles, which are 
integrity, objectivity, confidentiality, professional 
competence and due care and professional 
behavior. Academic qualifications don't have 
such obligations.

On the main challenges in studying for 
CMA education…

I am a full time student in other university. If I 
qualify CMA in due time, then the challenge is 
that I will not have graduation certificate. 
Without graduation, I will not be able to win 
the employers' mind set. Opening the door of 
CMA education for HSC passed students is a 
great idea but I think ICMAB should consider 
to have MOU with national university that 
CMA students can get a graduation certificate 
if they complete certain number of levels or 
subjects. The other challenge is to make 
available the course materials, question papers 
and solutions of previous question papers. The 
students enrolled in Dhaka are getting more 
opportunities in terms of quality teaching, 
books and course materials, etc. On line 
lectures if arranged for Khulna Brach Council 
students or other branch councils would be 
extremely beneficial for students.

On CMA Qualification areas that can help 
me more to succeed…

CMA can help me more by making me 
updated about my professional knowledge. By 
arranging regular CPD programs on related 
subjects can support us to update ourselves 
with current knowledge and practices. By 
organizing some specialized trainings on 

subject specific faculties from Dhaka can make us well 
equipped for my study and be more competent to 
qualify CMA on time. 

On my strategy to complete the CMA education on 
schedule…

"Don't Give Up" that I have learned from my teachers. 
Success will definitely come if I am determined to 
achieve it. I know 'practice and practice' is the key. But, 
there are limitations. I have Bangla medium education all 
through. So, English language is a problem for me. But, I 
am trying my best as I know the great saying, "try and 
try again and again at last you will be successful." I will 
not "give up" that is my strategy and commitment. 

On my expectations from ICMAB as a student…

As a new student of the ICMAB family, I would expect a 
proper guideline from the teachers of ICMAB, 
counseling for my career plan and suggestions for 
personal development. I need support and cooperation 
from ICMAB Dhaka library to make available all the 
books mentioned in the ENTERY (Knowledge Level) 
Career Pack, previous questions and the model 
solutions for every subject. Time to time if faculties 
from ICMAB Dhaka come to the branch councils to 
take classes for every subject that would be extremely 
useful for the students.

On a memorable event or experience during the 
CMA career path…..

I am the new passenger in the CMA family. I am learning 
every day. I met the KBC members whom I consider all 
of them exceptional. I also met the Immediate Past 
President of the National Council when he was in KBC. 
I had the opportunity to take photographs with him. I 
am a student and I consider it as a privilege. 

On a future of your dream, the CMA profession 
could fulfill your aspirations…

I planned to be a physician but I have changed my 
mission later on. No dreams could be implemented 
without the grace of the Divine. I envision to be a 
world class CMA one day. I am learning now from my 
teachers and I dream I will complete the CMA journey 
one day and come back to serve the nation.

[Interviewed by The Editor, THE COST & 
MANAGEMENT.]

"Rather go to bed without 
dinner than to rise in debt."
                   - Benjamin Franklin
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ICMAB organized a Seminar on December 08, 2015 at ICMAB RuhulQuddus Auditorium, 
Dhaka to commemorate the 31st Charter Day of SAARC. The theme of the Seminar was 
Regional Cooperation: Need of the Day for Economic Development.

Member of Parliament, Bangladesh JatioSangsad Barrister Sheikh Fazle Noor Taposh was 
present on the occasion as Chief Guest. Mr. Md. Shawkat Ali Waresi, Additional Secretary, 
Ministry of Commerce, Government of People's Republic of Bangladesh presented the 
Key Note paper.

The speakers opined that under the changed global socio-political and economic scenario 
no country in South Asia can grow alone. They underscored the need of both regional and 
global cooperation; particularly economic cooperation for achieving sustainable 
development targets and eliminating poverty in the SAARC countries. They also 
emphasized to reduce border tensions among the SAARC countries and fight collectively 
against human trafficking, drug trafficking, cross-border terrorism, terrorism financing, 
illegal businesses and money laundering in one hand and increase business, economic, 
political and cultural cooperation on the other. They urged to make SAARC, a platform 
for sharing knowledge and experience and strengthening the bondage and fraternity 
among the governments, leaders, professionals and peoples of South Asia.

Mr. Abu Sayed Md. Shaykhul Islam FCMA President of the Institute presided over the 
Seminar. Mr. Mohammed Salim FCMA, Chairman, Seminar and Conference Committee 
delivered the welcome speech while Secretary of ICMAB Mr. Md. Abdur Rahman Khan 
FCMA offered vote of thanks.

ICMAB commemorates
Charter Day of SAARC 31st
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ICMAB signs MoU with
Hotel Grand Sultan, Sreemongal, Sylhet

ICMAB and Hotel Grand Sultan, Tea Resort & Golf, Srimongal signed a Memorandum of Understanding 
(MoU) on December 06, 2015 at the ICMAB Bhaban, Dhaka. According to the MoU Hotel Grand Sultan will 
allow Special Corporate Discounted Rate for ICMAB's Members, Employees and their families.

Mr. Abu Sayed Md. Shaykhul Islam FCMA, President of ICMAB and Mr. Md. Sayed Islam Bhuiyan (Romel), 
Head of Sales & Marketing, Grand Sultan signed the MoU on behalf of their organizations.

Mr. Mohammad Abdur Rahim Mahmud, Assistant Director (Admin), Talukder Md. R S Dawn, Desk Officer for 
Members Affairs of ICMAB and Mr. A.K.M Ahsan Habib, Sr. Sales & Marketing Officer of Grand Sultan were 
present at the signing ceremony.

A Continuing Professional Development (CPD) program on Basic Overview on SAP-FICOwas held on 
November 24, 2015 at 6:30 p.m. at ICMAB RuhulQuddus Auditorium, ICMA Bhaban, Nilkhet, Dhaka. The 
session was chaired by Mr. Rafiq Ahmad FCMA, Past President, ICMAB and Executive Director, T.K. Group of 
Industries. Mr. Md. ShafiqulAlam FCA, FCMA, Group CFO & Company Secretary, Super Star Group (SSG) 
presented paper in the CPD program. A good number of members and students of the Institute participated 
in the CPD program.

CPD Program on
"Basic Overview on SAP-FICO"
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ICMAB Leaders join
Bangladesh Capital Market EXPO 2015

Bangladesh Capital Market Expo 2015 held was on 10-12 December 2015 at IDEB Bhaban, Dhaka organized 
by an online financial news portal Arthosuchak. ICMAB Leaders join the Expo 2015 actively.  ICMAB is one 
of the co-partners of this mega event.

President of ICMAB Mr. Abu Sayed Md. Shaykhul Islam FCMA, Vice President Mr. Arif Khan FCMA, Treasurer 
Prof. Dr. Swapan Kumar Bala FCMA and Past President Mr. Mohammed Salim FCMA participated in the 
Expo as Chief Guest, Special Guest and Honorable Guest respectively. 

Hon'ble Commerce Minister Mr. Tofail Ahmed MP inaugurated the above mega program. He emphasized that 
the Multinational companies must be enlisted on stock market so that the common people may get the 
benefits.

ICMAB set a stall in the Expo, displayed different education materials and documentaries, and distributed 
ICMAB Brochure among the participants. 
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Mr. Md. Abdur Rahman Khan FCMA Secretary, ICMAB has been appointed in the Board of Public 
Sector Financial Management Committee (PSFMC) of Confederation of Asian and Pacific 
Accountants (CAPA) for the term 2016-2019.

Mr. Khan is the only CMA included in the Board of the said committee which is a great honor for 
ICMAB. Mr. Khan would uphold the image of ICMAB internationally through his professional 
contribution in the CAPA.

We congratulate Mr. Khan for upholding the image of ICMAB in international arena.

appointed as a Board Member of the CAPA's Committee

news

We Mourn
We are deeply shocked and grieved at the sad demise of 
our beloved founder member of the Institute Mr. 
Mohammed Akhtar Kamal FCMA (F-0007) on 22 
December 2015 at Uttara Crescent Hospital (innalillahe 
....... rajeun). He was 76.  May Allah rest his soul in peace 
and grant him Jannat. Ameen.
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Prof. Dr. Swapan Kumar Bala FCMA attended 
WFE (World Federation of Exchanges)-MIT 
(Massachusetts Institute of Technology) 
Technology Workshop held on Nov. 15-17, 
2015 and "2015 MIT Research and 
Development Conference" on "Leading 
Disruption" held on Nov. 18-19, 2015, at MIT 
Campus, Cambridge, MA, USA.

Prof. Bala with Conservative Party MP Bob 
Stewart (02.12.2015), who hosted visit to 
Westminster (UK's Houses of Parliament) 
during CIO Summit 2015 & Discover 2015 
organized by HPE from Nov. 30-Dec. 03, 2015 
in London. Prof. Bala also visited the head 
office of  WFE at London on December 03, 
2015.

Prof. Dr. Swapan Kumar Bala FCMA on a 
cruise on the Thames (02.12.2015), during 
CIO Summit 2015 & Discover 2015 organized 
by Hewlett Packard Enterprise (HPE) from 
Nov. 30-Dec. 03, 2015 in London.

Prof. Dr. Swapan Kumar Bala FCMA in 
Harvard University campus in front of the 
statute of John Harvard (1607-1638), the 
university's founder (19.11.2015).

ICMAB Treasurer Attended Conferences in USA and UK
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DBC News

The Dhaka Branch Council (DBC) of ICMAB organized a Two Days long Workshop on "SAP" for ICMAB 
Students on November 11 & 12, 2015 at ICMA Bhaban, Nilkhet, Dhaka. Mr. S.M. Zahir Uddin Haider FCMA, 
Chairman of DBC presided over the program. Mr. A.S.M. Shaykhul Islam FCMA, President of the Institute 
Present in the program as the Guest of Honor. Mr. Zillur Rahman FCMA Chairman of Dhaka Branch 
Knowledge Sharing & Study Circle Committee gave the well come address and nicely conducted the 
program, while Mr. Mohammed Salim FCMA, Past President, ICMAB, Mr. Arif Khan FCMA, Vice-President of 
ICMAB, Mr. Md. Shafiqul Alam FCMA, Group CFO & Company Secretary, Superstar Group, Mr. Md. Rajib 
Imran, Director, Exzatech Solutions Ltd. and Mr. Subhajyoty Ganguly, Managing Director, Exzatech Solutions 
Ltd. spoke on the session as the special Guests.  A good number of students of the Institute were present 
and actively participated in the program. 

Prayer (Do'a) for ICMAB's
Founder President Late Ruhul Quddus FCMA (F- 0001) and
Syed Ahsan Habib FCMA (F-0505)

The DBC of the Institute organized a Prayer (Do'a) for ICMAB's Founder President Late RuhulQuddus, 
FCMA (F-001)  and  Syed Ahsan Habib FCMA (F-0505) on November 05, 2015 at DBC Floor, ICMAB, 
Dhaka. DBC Chairman Mr. S.M. Zahir Uddin Haider FCMA presided over the program and gave a brief 
overview of the checkered life-sketch of the founder President and pioneer of CMA profession Mr. 
RuhulQuddus Syed Ahsan Habib. Institute's President Mr. A.S.M. Shaykhul Islam, FCMA was present in the 
program as the principal speaker. Among others, Past Presidents of the Institute Mr. Rafiq Ahmad FCMA & 
Prof. Mamtaz Uddin Ahmed FCMA, Secretary of 
the Institute Mr. Md. Abdur Rahman Khan 
FCMA spoke on the different aspects of 
dedication of Mr. Ruhul Quddus FCMA & Syed 
Ahsan Habib.  It may be mentioned that Mr. 
RuhulQuddus left on 28th September, 2002. 
Council Members and Past Presidents of 
ICMAB, current office bearers and other 
council members of DBC and a large member 
of fellow and associate members and officials of 
the Institute attended and prayed for the 
salvation of the departed souls.

Two days Long Workshop on SAP 
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The Dhaka Branch Council (DBC) of 
the ICMAB arranged in 
Remembrance of Late Biswajit Roy 
FCMA (F-0327) on November 14, 
2015 at ICMAB's DBC Floor, Dhaka. 
Mr. A.S.M. Shaykhul Islam FCMA, 
President of the Institute, Past 
President Mr. RafiqAhamad FCMA, 
Fellow member of the Institute, DBC 
Chairman Mr. S.M. Zahir Uddin 
Haider FCMA spoke on the occasion. 
Finally, a Millad and Do'aMahfil were 
arranged and a Munajat was offered 
for the salvation of the departed 
souls of the deceased member.  

The Dhaka Branch Council (DBC) of ICMAB organized a Knowledge Sharing Session on "Public Financial 
Management Umbrella: Government Fund Flow & Accounting System" for CMAs on November 12, 2015 at 
ICMA Bhaban, Nilkhet, Dhaka. Mr. S.M. Zahir Uddin Haider FCMA, Chairman of DBC presided over the 
Program. Mr. A.S.M. Shaykhul Islam FCMA, President of the Institute was present as Guest of Honor. 
Professor Dr. M. Harunur Rashid, Chairman, BAC International- Collaborative Partner, Derby University, UK 
and  Mr. Mohammad RuhulQuddus ACMA Accounts Specialist, The World Bank, Dhaka was present as 
Session Chairman & Resource person of the program. Mr. Mohammad Alamgir FCMA, Chairman of Dhaka 
Branch Seminar & Conference Committee offered the welcome address and introduced the Resource 
Person.Mr. Mohammad GolamSabur FCMA, Chairman of Dhaka Branch Professional Grooming & Counseling 
Committee-2015 nicely conducted the program and offered the vote of thanks. A good number of members 
were present and actively participated in the session.

Knowledge Sharing Session on "Public Financial Management Umbrella:
Government Fund Flow & Accounting System"

In Remembrance of Late Biswajit Roy FCMA (F-0327)
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The Dhaka Branch Council of The Institute of Cost and Management Accountants of 
Bangladesh (ICMAB) organized "DBC Fellowship Night-2015" for the ICMAB Members 
at Krishibid Institution Bangladesh (KIB) Convention Hall, KrishiKhamarSarak, Farmgate, 
Dhakaon December 11, 2015.

Mr. Mohammed Nasim MP andHon'ble 
Minister, Ministry of Health & Family Welfare, 
Govt. of the Peoples' Republic of Bangladesh 
was present as Chief Guest in the program. 
Mr. S.M. Zahir Uddin Haider FCMA, 
Chairman of Dhaka Branch Council presided 
over the program. Mr. S.M. Afjal Uddin FCMA, 
Secretary of Dhaka Branch Council gave the 
well come address. Mr. S.M. Zahir Uddin 
Haider in his speech emphasized on role of 
CMA in the context of present global 
economy and competitive business 
environment. The Chief Guest Mr. 
Mohammed Nasim, MP in his speech 
appraised the role of Cost and Management 
Accountants for the economic development 
of the country. He advised the members to 
pursue the CMA education with dedication 
and sincerity. 

DBC Fellowship Night-2015
Celebrated With the Hope of Building Bond
among Family Members and Stakeholders of ICMAB



The Dhaka Branch Council (DBC) of ICMAB organized a Knowledge Sharing Session on "Multiply your 
Capital in the Capital Market" for CMAs on November 28, 2015 at ICMA Bhaban, Nilkhet, Dhaka. Mr. S.M. 
Zahir Uddin Haider FCMA, Chairman of DBC presided over the Program. Professor Dr. Swapan Kumar Bala 
FCMA, Managing Director, Dhaka Stock Exchange Ltd., Mr. Md. Mahbub Hossain Mazumdar FCMA,Chief 
Executive Officer, AFC Capital Ltd. (Merchant Bank), and Mr.Mohammed Rahmat Pasha, CEO, BRAC EPL 
Stock Brokerage Ltd. were present as Session Chairman, Commentator & Resource person of the program. 
Mr. Mohammad Alamgir FCMA, Chairman of Dhaka Branch Seminar & Conference Committee offered the 
welcome address and introduced the Resource Person.Mr. Mohammad GolamSabur FCMA, Chairman of 
Dhaka Branch Professional Grooming & Counseling Committee-2015 nicely conducted the program. DBC 
Vice-Chairman Mr. Md. Mushfiqur Rahman FCMA offered the vote of thanks. A good number of members 
were present and actively participated in the session.

Among others Institute's Vice President Mr. Arif Khan FCMA, Mr. Mohammad Alamgir FCMA, Chairman of 
Dhaka Branch Seminar and Conference Committee also spoke in the program. DBC Vice Chairman Mr. 
Md. Mushfiqur Rahman FCMA offered vote of thanks. A large number of members of the Institute, high 
officials of the Government, semi-Government, Corporations, Multinationals, Corporates, leading business 
personalities and social elites were present in the program.

Knowledge Sharing Session on
"Multiply your Capital in the Capital Market"
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CBC News

Chittagong Branch Council (CBC) of The Institute of Cost and Management Accountants of Bangladesh 
(ICMAB) organized a Continuing Professional Development (CPD) Program on "Financial Reporting Act-
2015" on 14th November, 2015 at CMA Bhaban, Agrabad, Chittagong.
 
Mr. Mohammed NazmulHoque FCMA Chairman, Chittagong Branch Council of ICMAB presided over the 
Program. He praised the active contribution of honorable Prime Minister and Finance Minister in the 
enactment of FRA-2015.

The paper was presented by Mr. Ahmad Dawood FCA, FCMA, Chief Regulatory Officer, Chittagong Stock 
Exchange Ltd. Mr. Md. Shaifur Rahman Mazumdar FCA, FCMA, Director, Meenhar Group of Companies; 
Chittagong was present in the program as Session Chairman.
 
In his paper the paper presenter described various aspects of Financial Reporting Act-2015 and gave 
suggestions for improving active role of professional Accountants. A large numbers of Fellow & Associate 
members were participated in the questionnaire session conducted by Session Chairman.
 
The whole program was nicely conducted by CBC Secretary, QaziMeraz Uddin Arif FCMA, and Mr. 
Mohammed Nurul Huda Siddiquee FCMA, Vice-Chairman, CBC offered the vote of thanks.

onCPD Program
Financial Reporting Act-2015



70 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-43, NUMBER-6, NOVEMBER-DECEMBER 2015

KBC News

ORIENTATION
PROGRAM FOR
Newly Admitted Students

of ICMAB

ICMAB, Khulna Branch Council 
arranged an Orientation Program 
for newly admitted Students of 
July-December 2015 session was 
held on 21 November 2015 at 
CMA Bhaban, Sonadanga Khulna. 
The function was presided over 
by Mr. Ratan Kumar Debnath 
FCMA, Chairman, Khulna Branch 

Council of ICMAB. Mr. Mohammed Salim FCMA, Past-President and Council Member of ICMAB was present 
in the occasion as Chief Guest and Prof. Md. Mizanur Rahman, Principal, Azam Khan Govt. Commerce 
College attend the function as special Guest. Mr. Chancal Kumar Saha FCMA past Chairman of KBC, Mr. 
Ashok Kumar Debnath FCMA Vice-Chairman, Mr. S.M. Zakir Hossain ACMA Secretary, Mr. Sheikh Ziaul Islam 
ACMA Treasurer of KBC and Mr. AlauddinAkanda FCMA Adviser of Khulna Branch were presents the 
program.

A good number of Khulna based fellow and associate members as well as newly admitted students and 
senior students attended the program. 

The Chief Guest Mr. Mohammed Salim FCMA said in his speech that CMA degree is more valuable compare 
to other degrees in home and abroad. The CMA's are playing a vital role in commerce, industry as well as 
development of the overall economy in Bangladesh. He also advised to the newly admitted students to 
pursue regular study with passion to become a member of the Institute in due time.

The special guest Prof. Md. Mizanur Rahman, Principle of Azam Khan Govt. Commerce College, Khulna said 
in his speech that students should take admission to CMA course because normal educational degree is not 
enough for career development in present time. He appreciates to the students who have taken admission 
to CMA in Khulna Branch of July to December 2015 session. He also assures to give all kind of help for 
development of CMA Profession in Bangladesh.
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Khulna Branch Council (KBC) arranged a views Exchange meeting with Mr. Mohammed Salim FCMA,  
Immediate Past President & Council Member of ICMAB National Council on 21 November 2015 at CMA 
Bhaban, Sonadanga, Khulna. In the meeting the Members of Khulna Branch council informed different 
problems of Khulna branch to Mr. Salim and he listen to the problems very patiently and assure them to 
solve this very soon. They also discuss about the CMA Profession in different issue and new syllabus 
curriculum.  Mr. Ratan Kumar Debnath FCMA, Chairman, KBC was present along with his councilors.

Khulna Branch Council of ICMAB celebrated the 45th Victory 
Day on December 16, 2015. The Members of KBC with 
Officer & Students bringing out a procession and paid wreath 
at the Shaheed Minar of Gallamari, Khulna. They also paid 
homage to those glorious sons for their supreme sacrifices 
during the liberation war. Mr. Ratan Kumar Debnath FCMA, 
Chairman, Khulna Branch Council of ICMAB,  Mr. Ashok 
Kumar Debnath FCMA Vice-Chairman, Mr. S.M. Zakir Hossain 
ACMA Secretary, Mr. Alauddin Akanda FCMA Adviser of 
Khulna Branch Council was present in the program.

Views exchange meeting with
Immediate Past President & Khulna Branch Council Members

45th
Celebrating of

 VICTORY DAY2015
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ICMAB Canada Chapter Night was organized on 21 Nov 
2015at the Party Centre at Massey Square in Toronto 
Scarborough area. The colorful program was participated by 
most of the members residing in Toronto.

Besides the above programs Canada Chapter organized a 
CPD program on SAP financial module. CPD was conducted 
by Mr. Nayeem Ali Kadre ACMA.

In addition to that ICMAB National Council Member Mr. 
Delwar Hossain visited Toronto along with Chairman and 
Deputy Managing Director of Rupali Bank Ltd. Chapter 
organized an open discussion program at a Local Restaurant.

Annual Picnic 2015
Canada Chapter of ICMAB organized Picnic 2015 on 
8 August 2015 Adams Park Toronto. The day long 
program contained various colorful program. Most of 
the members including their family residing in 
Toronto participated in the picnic.

&
CPD program on

Canada Chapter
Night 2015
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ICMAB members in UK are increasing and we are steadily consolidating our position in the 
profession. Our diverse range of involvement in business, professional service firm, academia 
and industry has enriched the ICMAB UK community. Most members are based in and around 
London, therefore focus of social and professional gathering are centered. Members continued 
to obtain other professional qualifications to improve their professional standing.

Our activities continued are focus on the following three areas;

Advancing the ICMAB standing in the global market: Undoubtedly UK is the hub of the leading 
global accounting profession that creates opportunities for us to enhance our position. 

1. CIMA: CIMA being the natural partner of ICMAB, we are keen to develop relationship with 
them. Both institute now further cemented the strategic alliance based on last year MOU. A 
good number of UK based members are pursuing the CIMA membership. 

2. CIPFA: Following last year meeting with CIPFA president by EmdadHaque FCMA and 
Mohammed Salim FCMA, two institutes have now come closer. A number of UK based 
members obtained CIPFA membership and actively engaged with CIPFA as well as ICMAB.

Maximising member's opportunities: We closely interact among members and share 
opportunities both formally and informally. The focus is on sharing opportunities and 
experience and particularly the new arrival those are settling in UK.  Some issues in the 
nature of CPD was also discussed though we plan to organise these CPD in more formal way 
in coming days. We are proud to have our members being in leading academic position in 
major Universities who are currently working in the area of "Corporate Social Responsibility" 
and "Social Accountability" these will be our CPD topics in coming months. Member visiting 
from another country attend our usual meeting and recently we have the opportunity to host 
ICMAB President Mohammed Salim, Council member Jamal Ahmed Chowdhury and a 
member form Saudi Arabia.

Social networking: Regular events are organised to bring family together. Often members 
from another countries visiting UK also join these events. Recently one member from Libya 
attended our social event. Though most members live in and around London, a good number 
also scattered in the United Kingdom, we are mindful to organise future events outside 
London.
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Final Passed Students
CMA August-2015 Examination

Swapan Kumar Majumdar
(1020)

Md. Asaduzzaman
(1114)

Mirja Md. Mahmudul Hasan Sabuj
(1190)

Syed Mohammad Abul Hassan
(1302)

Dalia Rahman
(1349)

Md. Lutfor Rahman
(1527)

Mohammed Fookrul Islam Bhuiyan
(1554)

Muhammad Khourshed Alam
(1908)

Mehedi Hasan Apu
(1937)

Mohammad Kamrul Hasan
(2023)

Md. Keramot Ali
(2194)

Md. Shahedul Islam
(2275)

Mohammad Anwar Hossain
(2286)

Md. Amzad Hossain
(2548)

Mohammad Arifuzzaman Khan
(3220)

Mohammed Ziaul Karim
(4043)

A. K. M. Nazmul Alam
(5009)
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Passed Professional Level-IV: 
1114, 1190, 1302, 1554, 1908, 1937, 2023, 2194, 2275, 
2286, 2548, 3220, 4043, 5009 = 14.

Professional Level-III: 
1020, 1195, 1347, 1349, 1441, 1527, 1547, 1930, 1959, 
2201, 2268, 2766, 2793, 8004 =14.

Passed Professional Level-II: 
1011, 1185, 1244, 1287, 1429, 1481, 1550, 1567, 1593, 
1645, 1654, 1658, 1761, 1787, 1829, 1899, 2154, 2339, 
2518, 2773, 3181, 3224, 6022, 7004 = 24.

Passed Professional Level-I: 
1468, 1518, 1587, 1588, 1715, 1756, 1799, 1825, 1860, 
1875, 1884, 1899, 1954, 2004, 2046, 2067, 2083, 2117, 
2128, 2182, 2224, 2225, 2236, 2361, 2392, 2410, 2469, 
2540, 2541, 2584, 2585, 2586, 2623, 2666, 2819, 2836, 
2950, 4063, 4075, 4076, 4242= 41.

Passed Foundation Level: 
1475, 1514, 1630, 1886, 2054, 2059, 2060, 2163, 2261, 
2296, 2310, 2341, 2378, 2379, 2420, 2432, 2501, 2529, 
2601, 2627, 2638, 2678, 2701, 2785, 2886, 2910, 3128, 
3138, 4175, 4183, 4189, 4190, 5014, 5039, 5067, 7023 = 36.

CMA August-2015 Examination Results
The Institute of Cost and Management Accountants of Bangladesh has published the results of the CMA 
August-2015 Examination held at Dhaka, Chittagong, Khulna, Rajshah, Comilla, Doha(Qatar), & Jakarta 
centers. The roll numbers of the students who have passed different Levels are given below:
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The ICMAB Council 2015

Mr.  Abu Sayed Md. Shaykhul Islam FCMA
President

Mr.  Mohammed Salim FCMA
Member

Mr.  Arif Khan FCMA
Vice-President

Mr.  Md. Abdur Rahman Khan FCMA
Secretary

Mr.  Jamal Ahmed Choudhury FCMA
Vice-President

Prof. Dr. Swapan Kumar Bala FCMA
Treasurer

Mr.  Muzaffar  Ahmed FCMA
Member

Mr.  M. Abul Kalam Mazumdar FCMA
Member

Prof. Mamtaz Uddin Ahmed FCMA
Member

Mr.  A.K.M. Delwer Hussain FCMA
Member

Mr.  Md. Mamunur Rashid FCMA
Member

Mr.  Md. Munirul Islam FCMA
Member

Mr.  Shawkat Ali Waresi
Member

Mr.  A R M Nazmus Sakib
Member

Mr.  Md. Enamul Hoque
Member

Mr.  Md. Aminul Islam Khan
Member
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