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Zwilt Attei 12, 2011 Bs

A"k

thinZ, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) Gi section 2(g) igiZiteK 1el]j
dvBb imivgKm 1jigiUW “issuer” nmie ArfinZ (AZtci Bm'qui0 etj DijiLZ);

thinZ, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) Gi section 2(cc) igiZieK
“Commission” means Securities and Exchange Commission constituted under the Securities and Exchange
Commission Act, 1993 (AZtci [ Kigkb ( etj DijiLZ);

thinZ, Securities and Exchange Rules, 1987 Gi rule 12(2) G DfjL ifqiQ th, “The financial statements of an issuer
of a listed security shall be prepared in accordance with the requirements laid down in the Schedule and the
International Accounting Standards as adopted by the Institute of Chartered Accountants of Bangladesh. ...”;

thinZ, Securities and Exchange Rules, 1987 Gi rule 12 Abhigx Bm"qvi Rb 30, 2010 Bs ZwiiL mgi? ermiii Rb" ¢ ZKZ
Au_K 1eeiYr Bm" KtifQ hv M/s. Chowdhury Hossain Rashid & Co., (ielaex ibixf[K), KZK ibixq[iZ nigiQ Ges D3 ibixqlv
ciZovb, ibixglv mspws Kvhw™ madv™h ceK GZ msiké ibixqlv ciZie b Bm™ KiiiQ;

thinZ, AujwP" ibinlZ ciZte tbi Dci, ibixTiKi / Kigkibi ArfgZ, Ab"ib'i gfa’, ibfzviic :

[

Auditor’s Qualifications / Commissions
Observations

Commission’s Comments

Qualified opinion of the auditors: The
inventories stated in the accounts have
been carried forward from the previous
audited accounts and have been
confirmed by the management. We could
not observe the counting of the physical
inventories as on June 30, 2010, if any,
done by the management. We, however,
have physically examined the condition of
the inventories and we feel due to long
time storing the quality and value of the
same in reality may reduce as against as
shown in the accounts.

In view of the auditor’s qualification, it appears that as the inventories of Tk. 114,055,689.00 as on
June 30, 2010 had been carried forward since long without any consumption/sale. Due to long
time storing, the quality of the same should have deteriorated as well as the value of them might
be reduced. Under the said circumstances, the balance of inventories was required to be valued to
a net realizable value. As per Para# 9 Bangladesh Accounting Standards (BAS)-2, “Inventories
shall be measured at the lower of cost and net realisable value.” According to the observation of
the external auditors the same has not been done by the company. It appears that the balance of
inventories of Tk. 114,055,689.00 as on June 30, 2010 was not valued to a net realizable value,
which would be less in value as the quality of the same was deteriorated and they have failed to
value the inventories as per BAS-2. As such, the balance of inventories as on June 30, 2010 was
over stated and loss for the period was under stated due to non-provisioning of its inventories.
Therefore, the financial statements of the company for the year ended on June 30, 2010 did not
give the true and fair view of company’s affairs as of June 30, 2010 and the result of its operation.

Qualified opinion of the auditors: As the
factory is laid off no depreciation is charged
on fixed assets. We, however, observed
that due to long time laid off, the plant and
machinery of the factory became rusty and
needed maintenance.
Commission’s Observation: Note No.
2(e) (ii): Depreciation Policy:

Depreciation on Revalued fixed asset
was charged at a rate of 1% on reducing
balance method. Whereas depreciation
on the same assets, originally carried at
cost, was charged at different rates. It
also appears that Capital Reserve on

As per Para# 6 of BAS-16, “Depreciation is the systemic allocation of the depreciable amount of
an asset over its useful life.”

As per Para#52 of BAS-16, “Depreciation is recognised even if the fair value of the asset exceeds
its carrying amount, as long as the asset's residual value does not exceed its carrying amount.
Repair and maintenance of an asset do not negate the need to depreciate it.”

As per Para# 55 of BAS-16, “.......... Therefore, depreciation does not cease when the asset
becomes idle or is retired from active use unless the asset is fully depreciated. However, under
usage methods of depreciation the depreciation can be zero while there is no production.”

It appears that the company has not charged any depreciation on its fixed assets due to lay off of
the factory which is not consistence with the requirement of Bangladesh Accounting Standards-16.

Due to non-charging any depreciation on the fixed assets of the company, expenses as well as the
loss for the year ended on December 31, 2010 was under stated. Therefore, the financial
statements of the company for the year ended on June 30, 2010 did not give the true and fair view




Revaluation of Assets
(Tk.235,861,681.00) has been remained
unchanged since long, which indicates
that no depreciation is charged on such
revalued assets.

of company'’s affairs as of June 30, 2010 and the result of its operation.

Qualified opinion of the auditors: We
observed that the amount of liability on
account of long-term and short-term bank
loans remained same as of previous year.
During the year the bank did not charge
any interest on the loan (as per bank
statement). However, in our opinion, these
liabilites may substantially be changed at
the time of settlement of the same with
bank in future.

As per Para# 5 of BAS-23, “Borrowing costs are interest and other costs that an entity incurs in
connection with the borrowing funds.”

As per Para# 8 of BAS-23, “An entity shall capitalise borrowing costs that are directly attributable
to the acquisition, construction or production of a qualifying asset as part of the cost of that asset.
An entity shall recognise other borrowing costs as an expense in the period in which it incurs
them.” Due to non-charging interest on the banks loans as per BAS-23, interest expenses as well
as loss of the company and/or bank loans of the company for the year June 30, 2010 were
understated. Therefore, the financial statements of the company for the year ended on June 30,
2010 did not give the true and fair view of company’s affairs as of June 30, 2010 and the result of
its operation.

Qualified opinion of the auditors: As the
factory is laid off, the amount of liability that
may arise on account of employees’ salary,
wages and benefits could not be
ascertained and, therefore, provisions
made in the accounts may not be
adequate.

The reply/clarification/explanation of BFCL is not acceptable as the company has not followed
BAS-19 in determination of cost of employees benefit. As per BAS-19, the cost of providing
employee benefits should be recognized in the period in which the benefit is earned by the
employee, rather when it is paid or payable. So, the company should ascertain the quantum of
liability for its employees’ wages, salary and other benefits as per BAS-19 in each year and
provision should be provided for that as per BAS-19.

Due to under provisioning for the employees’ benefit, expenses as well as loss of the company
and/or liabilities for employees’ benefits of the company for the year June 30, 2010 were
understated. Therefore, the financial statements of the company for the year ended on June 30,
2010 did not give the true and fair view of company’s affairs as of June 30, 2010 and the result of
its operation.

Qualified opinion of the auditors: The
recovery of debtors, in our opinion, is
doubtful. In this connection third party
direct confirmation in relation to trade
debtors (local sale), receivables and trade
creditors could not be obtained.

As per requirement of Para#1(G)(5) of Part-Il of the Schedule under rule 12(2) of the Securities
and Exchange Rules, 1987, listed company is required to make provision for doubtful or bad debts.
Due to non- provisioning for the company’s doubtful debts, expenses as well as loss of the
company for the year June 30, 2010 were understated. Therefore, the financial statements of the
company for the year ended on June 30, 2010 did not give the true and fair view of company’s
affairs as of June 30, 2010 and the result of its operation.

Commission’s Observation: Note-14
&15: Deferred Revenue Expenditure and
Preliminary Expenses:

Deferred  Revenue  Expenditure  of
Tk.78,904,885.00 and Preliminary
Expenses of Tk. 5,001,897.00 have been
remained unchanged since long, which
indicates that no amortization is done for
such deferred expenses.

The reply/clarification/explanation of BFCL is not acceptable as deferred revenue expenditures
and preliminary expenses are not related to the bank.

Due to non-making any amortization for deferred revenue expenditure and preliminary expenses,
expenses as well as loss of the company for the year ended on June 30, 2010 were understated.
Therefore, the financial statements of the company for the year ended on June 30, 2010 did not
give the true and fair view of company’s affairs as of June 30, 2010 and the result of its operation

2.

Ifffe g eisiawle = @ Bm'qiii Rb 30, 2010 mgiR ermfii bing[Z Aw K eeibiZ Aw K Ae vi mvK I mzZ" Z_"
ciZdij Z ngib, hv Kigktbi 1bKU £ Z_" c™wb Kiv niqiQ efj MY nigiQ |

thinZ, Dctiv3 relgmgini djkiyzZiZ t~Li hig th, Bm'oqui 1i Rb 30, 2010 Bs ZwiiL mgiR ermiii Aw_K ieeiYx IAS Abhigy
c ZKiiZ e"_nigiQ reaiqg D3 Auw_K 1eeiYiiZ Bm'qitii e e Ae vmVK I "Q (true and fair) fite cizdijZ nqib Z_v D3ijc
KgKitUi gva'tg Bm'qui AdjiP" Rules Gi msiko iearb jsNb KtitQ, hv AitjiP” Ordinance Gi section 18 Gi m (6 jsNb;

thinZ, Bmqetii Dctiv® e Zii Rb” Kigkb KZK cT mT bs- SEC/Enforcement/557/2007/440 Zuil RjiB 12, 2011 Bs Gi
ga'tg Bm'qui I Drvi criPijKMYiK Securities and Exchange Ordinance, 1969 Gi section 22 Gi Aaxb KiiY “kvtby 1
Thibri thulUk Rwi Kivng Ges RjvB 28, 2011 Bs ZwiiL D3 Thibx Abi6Z ng;

thinZ, D= ThibitZ “wLjKZ Bm'gutii cT bs: BFC/SEC/Enforcement/07/2011 ZwiL RjiB 28, 2011 Bs Gi gia'tg DijiLZ
e _ZvZ_yieab JsNb mspus eL’v e vb miSvIRbK bv nlqug Kigkibi KU MnbthiM™ et j ieteiPZ nqib;




thinZ, AtjwP" Bmgui GKIU crenjK vjigtUW tKvadvbr Ges Drvi criPigKgEjri m™m™MY tKiatvbri cizibiaZKyix hviv imiKDiitUR
mspuS AvBb I Dnvi Aaxb RvixKZ vera-tleab cricyjibi Rb™ “gy;

thinZ, miKDiilUR mspws ABb I Dnii iela-ieasb ciicijib D=3 Bm'qui Gi e'e vcby cliPijKmn mKj ciiPvjiKi D3ijc e"_2Zy
Securities and Exchange Ordinance, 1969 Gi section 22 Gi Aab ki thi™ Aciva; Ges

thinZ, Kigkibi retePhig, imiKDiilUR mspws ABb I Drvi iera-ieawb ciicyjtb DijiLZ e Zvi Rb", ciRelRi T ksLjy, "QZv Ges
Rb vi_ D3 Bm'qiii ee vchv ciiPijK mn mKj criPyjKiK Riigwby Kiv ciqiRb I mgxPib;

AZGe, tminZ, Kigkb, DijiLZ hveziq ielq ietePbiceK, Securities and Exchange Ordinance, 1969 Gi section 22 [hi The
Securities and Exchange (Amendment) Act, 2000 @iiv mstkwaZ] tZ ¢ E gZietj:-

1. ie%j diBb miwgKm ijigiuW Gi e’e chy ciiPiK mn ciZ'K ciiPijK [ciZK Gi bitg Ay fite ] Gi Dci 01 (GK)
J9 UKy Riigiby ash™ Ki j hv AT Ait™tki 15 (ctbi) " 1bi gta” mKDifiUR 1 G - 1PA Kigkb) Gi AbKij Bm'KZ e'sK
WidU/tc-AWitiT giatg Kigkib Rgv KiiZ nie |

2. G Ak Rvixi ZwiL niZ Dcti DijiLZ miKDiiiUR mspusS AvBb 1 Drvi iera-ieavb jsNb hZitb Pjte Zvi ciZ v ibi Rb”
D=3 Bm'qui Gi e'e ichi ciiPijK mn ciZ'K ciiPijK [ciZ'K Gi bitg Avjv fite ] Gi Dci “k niRvi (10,000/-) UiKy
AiZii3 Riigibvl ash” Kij hv Dcti (1) G DijiLZ cxiZiZ Kigkib Rgv KiiZ nie|

IMIKDITIUR 1 G - 1PA Kigktbi Aif™Kkpitg-

Aa'icK W. Gg. Lvqi‘j tvimb
Pquigb
leZibt

e'e vchy ciiPyjK mn ctZ’K ciiPyK [ciZ'K Gi bitg Avjvfite] , teaj diBb imiwgKm ijugiUw






