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Abstract

The paper has given an overview of the origin and objectives of the Financial Reporting Act 2015 (FRA) 
with an unofficial English version thereof. Then it highlights on the cost audit under the FRA, which is 
included in the statutory definition of "audit service" to be conducted by practicing cost and 
management accountant (CMA) after being enlisted in accordance with the provisions of Chapter V of 
the FRA. Thereafter, the paper broadly covers the legal provisions in the FRA on professional 
accountancy institutes (PAIs) with special focus on the Institute of Cost and Management Accountants of 
Bangladesh (ICMAB) being one of the two PAIs and the cost auditors' PAI. Accordingly, under the FRA, 
ICMAB has a number of responsibilities and obligations including taking punitive measure against the 
enlisted cost auditor for punishment by the Financial Reporting Council (FRC); ensuring the public 
interest-related oversight through taking effective measures in association with the FRC; and giving 
consultation and assistance to the FRC for setting standards, making rules or regulations. There are also 
some implications of the FRA on ICMAB or its members or cost audit practice including ICMAB's 
punishment to any of its members to disqualify him to be FRC's Chairman or Executive Director; FRC's 
Audit Practice Review Division's observance of ICMAB's activities regarding cost audit practice; cost 
audit practice to be unauthorized while ICMAB's action under disposal on FRC's enforcement 
recommendation; and enlisted cost auditor to intimate the FRC, ICMAB or concerned regulator about 
public interest entity's inaction on severe irregularity within prescribed time. The paper concludes with 
an expectation that the cost audit would ultimately flourish with its full potential under the FRC's 
oversight and enforcement regime since its fundamental obligation is to develop the accounting 
discipline as well as cost and management accounting profession.
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September 2015. The legal establishment of the 
Financial Reporting Council (FRC) was done on 23 
April 2016. But its first Chairman was appointed in 
June 2017, who joined on 02 July 2017(Bala, 2017a; 
Bala, 2017b). The twelve-member FRC is yet to be 
fully formed with its Member-Secretary who is to 
be nominated by the FRC Chairman from the four 
Executive Directors after their appointment. First 
meeting of the FRC was held on 10 August 2017 
with a Secretary in Charge being a Deputy 
Secretary, Finance Division, Ministry of Finance.

There are ten chapters and 73 sections in the FRA, 
which are as follows: Chapter I (Preliminary; §1-2), 
Chapter II (Council's establishment, formation, etc.; 
§3-9), Chapter III (Council's chairman, officials etc.; 
§10-21), Chapter IV (Council's functional divisions, 
responsibilities, code etc.; §22-30), Chapter V 
(Enlistment, renewal etc.; §31-39), Chapter VI 
(Standards setting and monitoring, publication etc.; 
§40-47), Chapter VII (Offence, investigation, fine and 
punishment, appeal etc.; §48-54), Chapter VIII 
(Financial matters of the Council; §55-58), Chapter 
IX (Appurtenant amendment of certain statutes; § 
59-65), and Chapter X (Miscellaneous; §66-73). It is 
interesting to note that the FRA is a new Act, but 
Chapter IX of the FRA includes amendment 
provisions of seven statutes, viz., the Bangladesh 
Chartered Accountants Order, 1973 (P.O. No. 2 of 
1973); the Cost and Management Accountants 
Ordinance, 1977 (Ordinance No. LIII of 1977); the 
Banking Companies Act, 1991 (Act No. XIV of 
1991); the Financial Institutions Act, 1993 (Act No. 
XXVII of 1993); the Companies Act, 1994 (Act No. 
XVIII of 1994); the Microcredit Regulatory 
Authority Act, 2006 (Act No. XXXII of 2006); and 
the Insurance Act, 2010 (Act No. XIII of 2010). 
However, for section 66 (Not to extenuate any 
measures under any other laws), the FRA is one 
kind of 'super regulation'. In terms of applicability, 
under section 66(1), the proceeding or measure 
taken under the FRA, or the rules or regulations 
made thereunder, shall be in excess of measures 
taken under any other laws and shall not extenuate 
the measures taken under other laws [u/s 66(1)].

The principal objective of the FRA is the 
establishment of the FRC for three-fold purposes 
in relation to 'financial reporting activities' of PIEs: 
(a) Well-regulation of PIEs' financial reporting 
activities; (b) Standard-setting for the accounting 
and auditing profession; and (c) Oversight of 
financial reporting related incidental activities. 
These three-fold purposes have been elaborated 
into seven general objectives under section ('§' or 
"sec." hereinafter used to represent 'section' and 

1.0  Introduction
With the emergence of the Financial Reporting Act 
2015 (FRA) as an overriding statute for financial 
reporting of all the public interest entities (PIEs), 
irrespective of the legal status of the entities, it is a 
matter of concern for everybody who is involved 
with the activity chain of financial reporting of any 
public interest entity. This paper is an endeavor to 
give an overview of the FRA 2015 and some 
reflective assessments of the purview of cost audit 
thereunder and potential implications thereof on 
the professional accounting institute (PAI) 
regulating the cost auditing profession of 
Bangladesh.

The paper is divided into five sections. Next 
section gives a brief overview of the origin and 
objectives of the FRA 2015. Third section highlights 
on the cost audit under the FRA. Subsequent 
section encompasses the legal provisions in the 
FRA on professional accountancy institutes (PAIs) 
with special focus on the Institute of Cost and 
Management Accountants of Bangladesh (ICMAB) 
being one of the two PAIs. Then the paper ends 
with a conclusion in the fifth section.

2.0  The Financial Reporting Act: 
Origin and Objectives

The reference of the FRA was first made in World 
Bank's ROSC (Report on the Observance of 
Standards and Codes) report (May 16, 2003) as the 
"proposed Financial Reporting Act" to establish a 
new independent oversight body, which may be 
called Financial Reporting Council (World Bank, 
2003: 12). In the Budget Speech of 2008-09 (dated 
09 June 2008), for the first time it was mentioned 
that steps were taken to formulate Financial 
Reporting Ordinance, 2008 to constitute a Council 
to regulate and oversee the financial reporting 
activities of the Public Interest Entities (PIEs) 
including corporate sector entities. Then the 
Financial Reporting Ordinance, 2008 (Ordinance 
No. LXIV of 2008) was promulgated by the 
Honourable President on 28 December 2008 and 
published in the official Gazette on 30 December 
2008, but this ordinance was never implemented. 
From 2011 to 2014, each year, the Finance Minister 
mentioned in his budget speeches that preparing 
the Financial Reporting Act and establishing the 
Financial Reporting Council was a work in 
progress. On 26 January 2015, the Financial 
Reporting Bill was placed in the Parliament and on 
06 September 2015, it was passed in the Parliament 
and published in the official Gazette on 09 
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3.0  Cost Audit under the FRA
The origin of the concept of cost audit 
could be traced to the Second World War 
period (1939-1945) when the practice of 
assigning cost plus contracts started (ICAI, 
2015: 16.1). But as noted by Burrowes and 
Persson (2000), documentary evidence on 
the management audit in the private sector 
in Sweden dates back to 16 September 
1657, when the Swedish Tar Company, 
Compagniets Directionen, was issued with 
an audit report which included an opinion 
on the effectiveness of the management 
(Burrowes and Persson, 2000: 90) and the 
need for a management audit was 
recognised in the UK as early as 1932 
(Rose, 1944; vide Burrowes and Persson, 
2000: 85). Although management audit is 
not under any statutory ambit, but cost 
audit is statutorily prescribed in three 
countries (India, Bangladesh and Pakistan) 
of the Indian sub-continent. In India, the 
statutory provision regarding cost audit 
was introduced in the Companies Act, 1956 
by the Companies (Amendment) Act, 1965 
(Tikhe, 1977: 6), but the Cost Audit 
(Report) Rules were framed first in 1968 to 
provide for the cost auditors about their 
scope of work and reporting. In Bangladesh, 
the statutory provision on cost audit was 
first introduced in the Companies Act, 1994 
(effective from 01 December 1994) in 
section 220, which was on "Audit of certain 
matters by Cost and Management 
Accountants" (GOB, 1994). But the 
Ministry of Commerce made the Cost 
Audit (Report) Rules, 1997 on 18 
November 1997 to pave the way of cost 
audit in practice (see GOB, 2001). Pakistan 
introduced the provision on cost audit in 
the Companies Ordinance, 1984 
(promulgated on 08 October 1984) in 
section 258, which was on "Audit of Cost 
Accounts" (GOP, 1984). But the scope of 
practical cost audit was created when the 
Corporate Law Authority made the 
Companies (Audit of Cost Accounts) Rules, 
1998 on 21 October 1998 (GOP, 1998).

Cost audit under the FRA 2015 is included 
in the statutory definition of "audit service" 
defined u/s 2(16). Although, it is to be noted 
that in the Financial Reporting Ordinance, 

"u/s" to represent "under section")1 7 of the FRA: (i) 
setting standards of accounting and auditing profession, 
standards relating to ethics, etc.; (ii) improving qualitative 
standards of accounting and auditing services; (iii) 
developing of accounting and auditing profession; (iv) 
ensuring the highest level of standard of accounting and 
auditing activities of the auditors enlisted with the FRC; (v) 
enhancing the reliability of the financial reports; (vi) 
ensuring integrity and transparency of professional 
activities of accounting and auditing and giving cooperation 
in increasing the capability thereto; and (vii) motivating PIEs 
in preparing high standard report of financial and non-
financial information (Bala, 2017b).

The original FRA is in Bangla language. Under section 73 of 
the FRA, there will be an Authentic English Text of the Act 
and in the event of conflict between the English Text and 
the Bangla Text, the Bangla Text shall prevail. The authentic 
English Text is yet to be available. In the Annexure-1 of this 
paper, an unofficial English version of the FRA is given for 
ready reference for the interested readers with some 
footnotes on errors and confusion. Following are some 
examples of those errors or printing mistakes:

l   "Bangladesh Securities and Exchange Commission" is 
mentioned as "Securities and Exchange 
Commission" [u/s 2(8)(a)(ii)].

l   In the definition  of  "regulation"  u/s  2(20),  
reference section is mentioned as "section 70" 
(which is on "Power to make rules") in place of 
"section 71" (which is on "Power to make 
regulations").

l  In the definition of "rule" u/s 2(23), somehow 
reference section is mentioned as "section 69" 
(which is on "Savings of standards issued by 
professional accountancy institutes") in place of 
"section 70" (which is on "Power to make rules").

l   In section 6(1)(c), reference of section 13 might be 
used here, because section 11 deals with 
"Chairman's appointment, qualifications, etc." and 
section 13 deals with "Disqualification of the 
Chairman and Executive Directors."

l  In section 17(2), "financial standards" in place of 
"financial reporting standards" is written.

l  In section 21(4), "Auditor General" in place of 
"Comptroller and Auditor General" is written.

l  In section 29, "Insurance Regulatory Authority" in 
place of "Insurance Development and Regulatory 
Authority" is written.

l  In place of "Council", "Commission" used once in section 
55(4) and "Authority" used twice in section 56(4).

l   In section 64, "new section 14A" is used in place of 
"new sections 14A, 14B and 14C".

1 Any reference of section means section of the Financial Reporting Act, 2015, if not mentioned with reference to any specific statute.
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l    Audit of cost accounts or cost audit of those 
companies specified through a Government 
order under section 220 of the Companies 
Act, 1994 [Audit of certain matters by Cost 
and Management Accountants (§ 220)] and 
to be conducted by an auditor who shall be 
a 'cost and management accountant'(CMA) 
within the meaning of the Cost and 
Management Accountants Ordinance, 1977 
(Ordinance No. LIII of 1977); and

l   Equivalent service performed under other 
statutory acts to be treated as "audit 
service." For example, the professional 
accountancy institutes (ICAB and ICMAB) 
are not corporate bodies, but their 
accounts are subject to audit by practicing 
CAs also. Under Bye-law 136(1) of the 
Institute of Chartered Accountants of 
Bangladesh Bye-laws, 2004 (published in 
December 2004), for the audit of accounts 
of the ICAB, two auditors from the ICAB's 
members (except member of the Council of 
ICAB or a person who is in partnership 
with such member) shall be appointed at 
each annual meeting (ICAB, 2004). Under 
section 18(4) of the Cost and Management 
Accountants Ordinance, 1977, the annual 
accounts of the ICMAB shall be subject to 
audit by a chartered accountant (except 
member of the Council of ICMAB or a 
person who is in partnership with such 
member) within the meaning of the 
Bangladesh Chartered Accountants Order, 
1973 (GOB, 2015c).

Under section 2(18) of FRA, as a "professional 
accountant," in case of performing functions 
including cost audit, members of the Institute of 
Cost and Management Accountants of Bangladesh 
(ICMAB) shall be run pursuant to the Cost and 
Management Accountants Ordinance, 1977. Hence, 
under section 2(14) of FRA, cost audit practice 
refers to cost audit service provided by a cost 
auditor, who u/s 2(13) is any individual person, or 
owner or partner of an audit firm or any person 
employed therein involved in audit service 
activities, who is registered as a member of ICMAB 
or cost audit firm, which u/s 2(15) is any enterprise 
or firm run individually or through joint 
partnership, whether registered or not, providing 
cost audit service. Here, this registration u/s 2(12) 
means a cost and management accountant (CMA) 
registered as a member of the ICMAB being a 
professional accountancy institute (PAI) defined u/s 
2(19). When the enlistment of auditor will be 
started by the FRC, the practicing cost auditor is 

2008 (Ordinance No. LXIV of 2008), which was 
promulgated by the Honourable President on 28 
December 2008 and published in the official 
Gazette on 30 December 2008 (GOB, 2008), there 
was no separate definition on "audit service". Audit 
service was then included in definition of 
"professional accounting service". The definition of 
"professional accounting service" was in sub-
section (16) of section 2 of the Financial Reporting 
Ordinance, 2008 (FRO 2008) which was as follows: 
"professional accounting service" means services 
provided by a professional accountant on subjects 
related to accounts, audit, tax system, management 
advisory or financial management (GOB, 2008). 
However, in the Financial Reporting Bill [which was 
placed on 26 January 2015 in the fifth Session of 
the Parliament (held from 19 January 2015 to 02 
April 2015) by the Finance Minister and the Bill 
was published in the official Gazette also on the 
same date as Bill No. 04/2015; vide POB, 2015; 
GOB, 2015a], limiting the definition of "professional 
accountant" only to 'Chartered accountant' as 
defined in Article 2(1)(b) of the Bangladesh 
Chartered Accountants Order, 1973 (P.O. No. 2 of 
1973) under section 2(18), cost audit was excluded 
in the Financial Reporting Bill. In the FRA 2015, 
under section 2(16), "audit service" means a 
service provided in accordance with sections 210 
to 220 of the Companies Act, 1994 (Act No. XVIII 
of 1994) and equivalent service performed under 
other statutory acts. Thus, audit service defined 
here is pervasive in term of coverage and beyond 
the scope of mandatory corporate annual 
statutory audit by practicing chartered accountants 
(CAs) as follows:

l  Statutory audit to be conducted by an 
appointed auditor being a "chartered 
accountant" within the meaning of the 
Bangladesh Chartered Accountants Order, 
1973 and provisions of sections 210 to 219 
of the Companies Act, 1994 are hereby 
applicable [Appointment and remuneration 
of auditors (§ 210), Provisions as to 
resolutions for appointing or removing 
auditors (§ 211), Qualification and 
disqualification of auditors (§ 212), Power 
and duties of auditors (§ 213), Audit of 
accounts of branch office of company (§ 
214), Signature of audit report, etc. (§ 215), 
Reading and inspection of auditor's report 
(§ 216), Right of auditor to attend general 
meeting (§ 217), Penalty for non-compliance 
with sections 211 to 217 (§ 218) and 
Penalty for non-compliance by auditor with 
sections 213 and 215 (§ 219)];
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Except in the Chapter IX (Appurtenant 
Amendment of Certain Statutes) where the two 
statutes governing the two PAIs (ICAB and 
ICMAB) have been mentioned, there are 13 
sections [sections 13, 25, 27, 33, 34, 36, 39, 42, 52, 
67, 69, 70 and 71] in 6 chapters (Chapters III, IV, V, 
VI, VII and X), where the reference of 
'professional accountancy institutes' (PAIs) has 
been given. The relevant issues, which are equally 
related to ICMAB as well as ICAB, are as follows:

l  Disqualification of the Chairman and Executive 
Directors (sec. 13): A person cannot be the 
Chairman or Executive Director (ED), if 
he is punished by any professional institute 
[u/s 13(i)], which includes PAIs.

l  Responsibilities of the Audit Practice Review 
Division (sec . 25): One of the 
responsibilities of the Audit Practice 
Review Division (APRD) of the Financial 
Reporting Council (FRC) shall be 
observing the activities of the PAIs in 
relation to audit practice [u/s 25(1)(a)].

l   Preparation of audit practice code, regulation, 
etc. (sec. 27): Notwithstanding anything 
followed by any PAI, if any audit practice 
code, guideline or regulation is prepared 
under section 27(1), it shall be effective 
immediately and shall get supremacy [u/s 
27(2)].

l  Postponement, cancellation of the enlistment 
certificate (sec. 33): If any enlisted auditor is 
punished u/s 48, the FRC may: (i) send to 
the PAI for taking punitive measure against 
the enlisted auditor pursuant to the laws 
concerned and intimating the FRC about 
the measure taken within the stipulated 
time [u/s 33(1)(e)]; or (ii) send to the PAI 
for taking measure for the cancellation of 
registration against the enlisted auditor 
pursuant to the laws concerned and 
intimating the FRC about the measure 
taken within the stipulated time [u/s 
33(1)(f)]

l  Unauthorized audit practice (sec. 34): Any PIE 
shall not engage in audit function such a 
person whose enlistment has been 
postponed by the FRC or whose 
enlistment has been cancelled by the FRC 
or as per recommendation of the FRC the 
matter on taking necessary measure 
against whom is under disposal by the PAI 
[u/s 34(1)].

l   Serious irregularities (sec. 36): In case of not 
taking any measure by the concerned PIE 

also to be enlisted and then u/s 2(9), "enlisted cost 
auditor" means any cost auditor enlisted in 
accordance with the provisions of Chapter V titled 
"Enlistment, renewal etc." [i.e., Enlistment of auditors 
(§31), Application for enlistment, etc. (§32), 
Postponement, cancellation of the enlistment 
certificate (§33), Unauthorized audit practice (§34), 
Auditor's report and opinion (§35), Serious 
irregularities (§36), Auditor's independence in case of 
observance of responsibilities (§37), Conflict of 
interest (§38), and Public interest-related 
observation in cooperation with professional 
accountancy institute (§39)] for operating activities 
as cost auditor of PIEs under FRA.

As per rule 2(1)(c) of the Cost Audit (Report) Rules 
1997, "cost auditor" means "Cost and Management 
Accountant" as defined in the Cost and Management 
Accountants Ordinance 1977 and any Cost Audit 
firm also included in it. As per rule 6 of the same 
Rules, a Cost and Management Accountant cannot be 
appointed as a Cost Auditor unless he deserves a 
certificate of practice issued by ICMAB and a cost 
audit firm whereof all the partners practicing in 
Bangladesh are qualified as cost auditor may be 
appointed by the name of its firm as the Cost 
Auditor of a company in which case any of the 
partners may act in the name of the firm (ICMAB, 
2004: 28-29). Regarding cost audit, the cost auditors, 
where applicable, have to undertake the cost auditing 
activities after observance of the Bangladesh Cost 
Accounting Standards (BCAs) set by ICMAB. ICMAB 
has already set ten BCASs (BCAS 1 to BCAS 10) in 
December 2014 and thirteen BCASs (BCAS 11 to 
BCAS 23) in November 2016  (ICMAB, 2014; 
ICMAB, 2016). Until any new standards are set by 
the FRC, the applicability of these standards will 
continue u/s 69 of the FRA.

4.0  Cost Auditors' Professional 
Accountancy Institute (PAI) in 
the FRA and Implications 
Thereon 

Under section 2(19) of the FRA, "professional 
accountancy institute" (PAI) means the Institute of 
Chartered Accountants of Bangladesh (ICAB) 
established under the Bangladesh Chartered 
Accountants Order, 1973 and the Institute of Cost 
and Management Accountants of Bangladesh 
(ICMAB) established under the Cost and 
Management Accountants Ordinance, 1977 [u/s 2(19) 
of the FRA]. Thus, ICAB and ICMAB are the two 
recognized PAIs in the FRA and the PAI of cost 
auditors is the ICMAB.
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shall, until any similar standards are made under 
rules or regulations of the FRA, stand in 
such a way as if it were made under the 
FRA [u/s 69].

l   Power to make rules (sec.70): The Government 
(the Finance Division, Ministry of Finance) 
shall, for the purpose of making rules u/s 
70(1), take consultation of the PAIs, and 
shall pre-publish those by advertisement in 
the official Gazette calling for opinion, 
advice or objection of all others concerned 
[u/s 70(2)].

l   Power to make regulations (sec. 71): The FRC 
shall, for the purpose of making regulations 
u/s 71(1), take consultation of the PAIs, and 
shall pre-publish those by advertisement in 
the official Gazette calling for opinion, 
advice or objection of all others concerned 
[u/s 71(2)].

FRC's Mandatory Public Interest-related 
Observation in Cooperation with PAIs: Sec. 39

l  The FRC and the PAIs, individually and where 
applicable, jointly, shall ensure the public 
interest-related oversight through taking 
effective measures with a view to expanding 
and developing the accountancy profession 
including the maintenance of the highest 
standard of professional and business 
conduct mentioned in the certificate of the 
PAIs [u/s 39(1)].

l    The FRC and the PAIs shall meet at least 
twice a year in a review meeting in relation 
to financial reporting, development of audit 
practice and overall working plan including 
matters on making strategy and policy for 
reviewing under the FRA [u/s 39(2)].

Opportunity of Professional Accountants to be 
a Member of FRC:

There is no legal barrier on the professional 
accountants for inclusion in the 12-member FRC. 
Two members of the FRC must be from 
professional accountants (President of ICAB and 
President of ICMAB). Since the Executive Directors 
(EDs) of the Standards Setting Division (SSD), 
Financial Reporting Monitoring Division (FRMD) 
and Audit Practice Review Division (APRD) may be 
a professional accountant u/s 12(1)(a), so the ED 
being the Member-Secretary of the FRC (if chosen 
by the Chairman from among the three EDs of the 
SSD, FRMD and APRD) may be another 
professional accountant.

on matter of severe irregularity within 30 
(thirty) days of intimation in writing under 
section 36(1), the enlisted auditor shall 
intimate, the matter with other information 
in such form as deemed fit, the FRC, PAIs, 
concerned regulatory body and any other 
statutory body pursuant to the Act or rules 
related therewith as per requirement [u/s 
36(2)].

l  Public interest-related observation in cooperation 
with professional accountancy institute (sec. 
39): The FRC and the PAIs, individually and 
where applicable, jointly, shall ensure the 
public interest-related oversight through 
taking effective measures with a view to 
expanding and developing the accountancy 
profession including the maintenance of the 
highest standard of professional and 
business conduct mentioned in the 
certificate of the PAIs [u/s 39(1)]. The FRC 
and the PAIs shall meet at least 2 (two) 
times in a year in a review meeting in 
relation to financial reporting, development 
of audit practice and overall working plan 
including matters on making strategy and 
policy for reviewing under the FRA [u/s 
39(2)].

l   Cooperation in setting standards (sec. 42): The 
FRC shall, for setting financial reporting 
standards and auditing standards u/s 42, take 
consultation and assistance of the PAIs and 
in case of seeking such consultation and 
assistance, that PAIs shall be bound to 
provide necessary consultation and 
assistance [u/s 42].

l  Objection and hearing on recommendation of 
the Enforcement Division (sec. 52): The PIE, 
enlisted auditor, audit firm or PAI may 
furnish objection on any recommendation 
of the Enforcement Division [u/s 52(1)].

l   Publication (sec. 67): The FRC may, from time 
to time, on the matters included in its scope 
of work, publish circular, notice, 
advertisement, quarterly, half-yearly or 
yearly periodicals, etc. for the functional use 
of the PAIs, enlisted auditors, public interest 
entities and others concerned [u/s 67(1)].

l  Savings of standards issued by professional 
accountancy institutes (sec . 69): 
Notwithstanding anything contrary in the 
FRA, the financial reporting and auditing 
standards, if any, adopted and published by 
the PAIs for the auditors in order to 
provide professional accounting services, 
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authentic English Text of the FRA, an unofficial 
English version thereof is given in the Annexure-1 
of this paper to fulfill the related readers' interest.

Although in Bangladesh, cost audit provision was 
first introduced in the Companies Act, 1994, but 
the Cost Audit (Report) Rules were made on 18 
November 1997. Under the FRA, cost audit is 
included in the statutory definition of "audit 
service" to be conducted by practicing CMA after 
being enlisted in accordance with the provisions of 
Chapter V of the FRA.

As the cost auditors' professional accountancy 
institute, ICMAB has a number of responsibilities 
and obligations under the FRA including: (i) taking 
punitive measure against the enlisted cost auditor if 
punished by the FRC; (ii) ensuring the public 
interest-related oversight through taking effective 
measures in association with the FRC; (iii) meeting 
with the FRC at least twice a year; (iv) giving 
consultation and assistance to the FRC for setting 
standards; (v) giving consultation to the FRC for 
the purpose of making rules u/s 70; and (vi) giving 
consultation to the FRC for making regulations u/s 
71. In accordance with the provisions of the FRA, 
major implications on ICMAB or its members or 
cost audit practice include: (i) ICMAB's punishment 
to any of its members to disqualify him to be the 
Chairman or Executive Director of the FRC; (ii) 
FRC's Audit Practice Review Division's observance 
of ICMAB's activities regarding cost audit practice; 
(iii) FRC's cost audit practice code, guideline or 
regulation to have supremacy over ICMAB's own 
cost audit related rules or guidelines; (iv) cost audit 
practice to be unauthorized while ICMAB's action 
under disposal on FRC's enforcement 
recommendation; and (v) enlisted cost auditor to 
intimate the FRC, ICMAB or concerned regulator 
about PIE's inaction on severe irregularity within 
prescribed time.

As mentioned by Sen, Jain and Bala (2004):

Cost audit, as distinct from external financial 
audit conducted by chartered accountants, is 
not a phase of mere verification, authentication 
and certification of cost of production or cost 
of performing other functions. Its purpose is to 
go deeper in order to judge and report upon 
the overall and sectional operational efficiency 
of the organization subject to such an audit 
(Sen, Jain and Bala, 2004: 17).

As claimed by Shil (2015), "the rapid economic 
rising of today's India largely because of vital role of 
Cost Accountants after they have made the Cost 

Amendment to the Statute of the Cost 
Auditors' PAI and the Implication Thereof: 

The Cost and Management Accountants 
Ordinance, 1977 (CMAO), which governs the cost 
and management accountancy or cost auditing 
profession, has been amended by the FRA 2015 
(the CMAO u/s 64) as follows: 

l    The functions of ICMAB shall be subject to 
the public interest oversight of the FRC in 
accordance with the FRA 2015, which shall 
ensure that the Institute meets its 
responsibilities to maintain high professional 
standards and develop the CMA profession 
(new section 14A of CMAO).

l     ICMAB shall ensure that all members of the 
Institute shall comply with the Financial 
Reporting Standards and Auditing Standards 
issued by the FRC pursuant to section 40 of 
the FRA 2015 (new section 14B of CMAO). 

l    A person shall not be entitled to have his 
name entered in or borne on the Register if 
he has been removed from the membership 
of the Institute on being found on inquiry 
not to have complied with the Financial 
Reporting Standards and Auditing Standards 
issued by the FRC pursuant to section 40 of 
the FRA 2015 (new section 14C of CMAO). 

Thus, under the FRC regime, ICMAB being under 
the public interest oversight of the FRC, must 
ensure its responsibilities to maintain high 
professional standards and develop the cost and 
management accounting profession, and its 
members' compliance with the FRC's Financial 
Reporting Standards and Auditing Standards, and 
impose enforcement through cancellation of 
membership on non-compliance thereof.

5.0  Conclusion
From 09 September 2015, the FRA has been in 
effect and the FRC has been legally formed on 23 
April 2016, which has started operation from 02 
July 2017, on joining of its first Chairman. The FRA 
is one kind of 'super regulation' with ten chapters 
and seventy-three sections with a special chapter 
(Chapter IX), which has amended seven other 
statutes including the statute governing the CMA 
profession. The super regulatory authority of the 
FRA is to be practiced by the FRC through well-
regulation of PIEs' financial reporting activities; 
standard-setting for the accounting and auditing 
profession; oversight of financial reporting related 
incidental activities. Due to unavailability of the 
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GOB. 2015b. The Financial Reporting Act, 2015 (Act No. XVI of 
2015). Dhaka: Bangladesh Government Press; published 
in the Bangladesh Gazette Extraordinary on 09 
September 2015. 

GOB. 2015c. The Cost and Management Accountants 
Ordinance, 1977 (Ordinance No. LIII of 1977). Dhaka: 
Bangladesh Government Press; initially published in the 
Bangladesh Gazette Extraordinary on 14 November 1977; 
updated by the Financial Reporting Act, 2015. Available 
at http://bdlaws.minlaw.gov.bd/print_sections_all.php? 
id=558; accessed 15.10.2016.

GOP (Government of Pakistan). 1984. The Companies 
Ordinance, 1984 (XLVII of 1984). Available at www.ma-
law.org.pk/pdflaw/Companies%20Ordinance,%201984.p
df; accessed 15.10.2017.

GOP. 1998. The Companies (Audit of Cost Accounts) Rules, 
1998. Available at https://www.secp.gov.pk/document/ 
the-compan ies -aud i t -o f -cost -accounts - ru les -
1998/?wpdmdl=683; accessed 15.10.2017.

ICAB (The Institute of Chartered Accountants of 
Bangladesh). 2004. The Institute of Chartered Accountants 
of Bangladesh Bye-laws 2004. Dhaka: ICAB; December.

ICAI (The Institute of Chartered Accountants of India). 
2015. Cost Audit. Chapter 16 in Advanced Auditing and 
Professional Ethics, the Final Course Study Material of 
ICAI. New Delhi: ICAI. Available at 
http://www.icaiknowledgegateway.org/littledms/folder1/
chapter-16-cost-audit.pdf; accessed 25.10.2017.

ICMAB (The Institute of Cost and Management 
Accountants of Bangladesh). 2004. Cost Audit Manual: 
Based on Laws of Bangladesh. Dhaka: ICMAB; September.

ICMAB. 2014. Bangladesh Cost Accounting Standards: Volume-I. 
Dhaka: ICMAB; December.

ICMAB. 2016. Bangladesh Cost Accounting Standards: Volume-II. 
Dhaka: ICMAB; November.

POB (Parliament of Bangladesh). 2015. Order of the Day, 
26-01-2015. Available at http://www.parliament.gov.bd/ 
index.php/en/medias-2/order-of-the-day/2900-orders-
of-the-day-26-01-2015; accessed 02.09.2017.

Rose, T.G. 1944. The Management Audit. Based on a paper 
read before the Institute of Industrial Administration. 
London: Gee & Co.; 2nd ed.

Sen, D. K., S. C. Jain and S. K. Bala. 2004. A spotlight on the 
significance of cost audit as a measure of performance 
evaluation. Oorja [IIIM (India International Institute of 
Management) Journal of Management & IT, Jaipur, India], 
2(2): 9-18.

Shil, N. C. 2015. Cost and management accounting 
profession in Bangladesh in retrospect: Beyond the 
imagination. The Cost and Management, 43(4): 5-11.

Tikhe, J.G. 1977. Cost Audit and Management Audit. Bombay 
(present Mumbai): EMCONS Publication Division; 2nd ed.

World Bank. 2003. Bangladesh-Report on the Observance of 
Standards and Codes (ROSC): Accounting and auditing. 
Washington, DC: World Bank; 16 May.

Audit compulsory in India" (Shil, 2015: 11).  We also 
expect that cost audit practice, with its limited 
mandatory applicability and more limited real 
application, would ultimately flourish with its full 
potential under the FRC's oversight and 
enforcement regime on broader area of public 
interest entities' financial reporting and auditing 
activities under the Financial Reporting Act.
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