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wrzg, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) @3 section 2(g) wrerae *refe=mem

st cereifa fofichs ‘issuer’ et SR (st pu’ 0 SRfe);
waezyg, Securifies and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) @3 section 2(cc) wwrenss

“Commission” means Bangladesh Securities and Exchange Commission constituted under the Bangladesh:
Securities and Exchange Commission Act, 1993 (wreseiz * 3= * 3t TRe);

nezg, it appeared from the record that the issuer company has submitted/disseminated the third quarter (Q3)
financial statements for the quarter ended on March 31, 2014;

wrzg, on examination of the aforesaid un-audited financial statements, the Commission has some observations & ~
Comments, among others, the following:

“Shahjibazar Power Co. Limited (SPCL) was requested to revise its financial statements for the third quarter
(July 2013 to March 2014) ended on March 31, 2014 in line with the applicable accounting standards to the
Commission and stock exchanges. In response to our letter/query, SPCL submitted its revised financial
statements for the third quarter (July 2013 to March 2014) ended on March:31, 2014. We reviewed the revised
un-audited financial statement of SPCL for the third quarter (July 2013 to March 2014) ended on March 31.
2014. On our examination/revision, it appeared that SPCL revised/allocated its Deferred Revenue Expenditure
of Tk. 57.24.44,029.00 [Preliminary Expenses of Tk. 43,54,176.00 and Deferrad Revenue Expenditure of Tk.
56,80,89.853.00] to its Fixed Assets (Tk. 57,02,61,902.00) and General & Administrative Expenses (Tk.
21,82,127.00) as well as increasing its Cost of Sales by Tk. 19,76,986.00 charging depreciation on such fixed
assels, stating that such accounting treatment has been done in accordance with BAS-38 Para %9(a), BAS-16

“ and BAS-23. But, the Commission was not clear as to whether the aforesaid revision/allocation of head of
accounts as made by the company in its revised financial statement was in accordance with Para 69(a) of
BAS-38. BAS-16 and BAS-23. '
As per the Commission’s decision, for the interest of general investors/public, M/s. A. Qasem & Co.,
Chartered Accountants were requested/appointed to provide their expert opinion on the aforesaid issue on
scrutiny/examination of relevant vouchers/documents/bank statements, i.e., as to whether accounting
treatment/allocation of Tk. 57,24.44,029.00 as made in the revised financial statements of Shahjibazar Power
Company Limited for the third quarter (July 2013 to March 2014) ended on March 31, 2014 was in
accordance with Para 69(a) of BAS-38, BAS-16 and BAS-23 or not. '
The special auditors- M/s. A, Qasem & Co., Chartered Accountants has submitted their special audit report on
revised quarterly financial staten ents of SPCL for the 3rd quarter ended on March 31, 2014. M/s. A. Qasem &
Co.. Chartered Accountants, among others, by making following recommendation, opined that Deferred
Revenue Expenditure of Tk.13.26.17,648.00 and Preliminary Expenses of Tk.43,54,176.00 capitalized in the
aforesaid revised financial staterents are not in compliance with provisions of BAS:

“According to the result of our review, we recommend the following accounting treatment:

a) Deferred Revenue Expenditure to Tk. 43,54,72,205.00 may be capitalized as per BAS 16, BAS 23
. and BAS 38, and will be subject to depreciation as per BAS 16, _ 4
b) A part of Deferred Revenue Expenditure amounting to Tk. 13,26,17.648.00 and Preliminary
Expenses of Tk. 43,54.176.00 previously capitalized, do not meet the criteria to be recognized as
Property, Plant and Equipment (PPE), and should be charged to expenses. Since these were prior perivd
expenses, the correction and disclosure should be made as per paragraph 41-48 (Accounting treatment)
and paragraph 49 (Disclosure) of BAS 8-Accounting Policies, Charges in Accounting Estimates and
Errors.” T ;
It appears from the special auditors report that by not considering/recognizing Deferred Revenue Expenditure
of Tk. 13,26,17,648.00 and Preliminary Expenses of Tk. 43,54,176.00 totaling’ Tk. 13,69,71,824.00 as
expenses in the aforesaid financial statements, SPCL shown overstated Net Profit (by Tk.13,69,71,824.00) as
well as EPS. As such, the quarterly financial statements of the company for-the 3rd quarter ended on March
31. 2014 did not give the true and fair view of the company’s affairs as of March 31, 2014 and the result of its
operation for the period then ¢nded. By submitting such untrue financial statements, SPCL misled the
investors. As such, SPCL was directed to explain/clarify its position on the aforesaid observation of the
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Commission and opinion of the special auditors as well as submit a revised financial statements of SPCL for
the third quarter (July 2013 to March 2014) ended on March 31, 2014 to the Commission and stock
exchanges revising the same in line with the special auditors’ recommendations, within 3 (Three) working
days.

In response to our aforesaid directive/letter, SPCL has submitted its clarification by explaining the company’s
position and also submitted revised financial statements for the third quarter (July 2013 to March 2014) ended
on March 31, 2014 in line with the special auditors’ recommendations. We have reviewed the revised un-
audited financial statement of SPCL for the third quarter (July 2013 to March 2014) ended on March 31, 2014,
On our examination, it appears rom Note that the revised un-audited financial statements for the third quarter
(July 2013 to March 2014) ended on March 31, 2014 that SPCL has revised its aforesaid financial statements
by considering/recognizing Deferred Revenue Expenditure of Tk, 13,26,17,648.00 and Preliminary Expenses
of Tk. 43,54,176.00 totaling Tk, 13,69,71.824.00 as expenses in its financial statements in accordance with the
auditors’ recommendation in the following way:

Particulars 2013-2014 2012-2013 2011-2012 Total (BDT)

| (9 months)
Preliminary 2,91,567.00 | 10,79,626.00 | 29,82,983.00 43,54,176.00
_Expenses
General & 82,91,003.00 | 78,94,286.00 | 89,61,691.00 | 2,51,46,980.00
Administrative |
exps.
(Deferred Rev.
Expenditure) | _
|’Financial | 10,64,35,316.00 - - | 10,64,35,316.00 |,
Expenses : : :
! (Deferred Rev. |
| Expenditure) |
i '~ 11,50,17,886.00 | 89,73,912.00 | 1,19,44,674.00 13,59,36,472.00
| Misc. Income, | 8,29,994.00
| netting off | -
Wasted  Sales, | 2 2,05,358.00
netting off |
L | 13,69,71,824.00

It appears from the company’s clarification that Deferred Revenue Expenditure of Tk.13,26,17,648.00 and
Preliminary Expenses of Tk.43,54,176.00 has been accounted for in its revised financial statements for the .
third quarter (July 2013 to March 2014) ended on March 31. 2014 in line with the special auditors’
recommendations,

From the special auditors® findings as well as reply of the company and aforesaid revised financial statements.
it has been found that by not considering/recognizing Deferred Revenue Expenditure of Tk. 13,26,17,648.00
and Preliminary Expenses of Tk. 43.54,176.00 totaling Tk. 13,69,71,824.00 as expenscs in the previously
submitted/disseminated financial statements of the company for the third quarter (July 2013 to March 2014)
ended on March 31, 2014, SPCL shown overstated Net Profit by Tk.12,17,48,640 {Tk.28,97,§58.438—
Tk.16,80,39,508) as well as EPS by Tk.1.06 (Tk.2.54-Tk.1.48). As such, the quarterly financial slatemcfl';s'oi'
the company for the 3rd quarter ended on March 31, 2014 as submitted and disseminated previously: (0 the
stock exchanges did not give the true and fair view of the company’s affairs as of March 31, 2014 and the
result of its operation for the period then ended. By-submitting such untrue financial statements, SPCL misled

the investors.™
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was, it appeared from the above statement that the issuer disseminated untrue/false financial statements for the
third quarter (July 2013 to March 2014) ended on March 31, 2014 to the stock exchanges on 15.07.2014, showing
overstated Net Profit by Tk.12,17,48,640 (Tk.28,97,88;148-Tk.16,80,39,508) as well as EPS by Tk.1.06 (Tk.2.54-
Tk.1.48) and misled the investors. The quarterly financial statements of the company for the 3rd quarter ended on
March 31, 2014 as disseminated to the stock exchanges on 15.07.2014, did not give the true and fair view of the
company's affairs as of March 31, 2014 and the result of its operation for the period then ended;
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