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[bookmark: _Toc526771111]Executive Summary

The objective of the BFRS is to provide a global framework for the listed companies so that they can prepare and disclose their financial statements properly. It provides general guidelines for the preparation of entity’s financial statements so that users can get the relevant and useful information from the company’s financial statements. It also helps a user to understand the amounts, timing and uncertainty of an entity’s future cash flows so that they can make proper decisions.
In my study, I want to examine the annual report of 2016-17 of the companies of the food industries. To do so, I have taken 5 companies as same to see the current condition of food industry whether or no they have prepared their annual report of 2016-17 in compliance with BFRS.
In my study, I have found that Agricultural Marketing Co. Ltd. (PRAN) applied with only six BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 7, BFRS 9, BFRS 13, and BFRS 15. However, only one BFRS they don’t applied which is BFRS 4. Apex Foods Limited Company applied with only four BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 9 and BFRS 15.On the other hand, only two BFRS they don’t applied which are BFRS 4 and BFRS 13.Fu-Wang Foods Limited Company applied with only eight BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 3, BFRS 8, BFRS 9, BFRS 10, BFRS 13 and BFRS 15. Moreover, only two BFRS they don’t applied which are BFRS 4 and BFRS 7.Olympic Industries Limited Company applied with only seven BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 4, BFRS 5, BFRS 7,BFRS 9, and BFRS 15. However, only one BFRS they don’t applied which is BFRS 13.Fine Foods Limited Company applied with only five BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 8, BFRS 9, and BFRS 15. They don’t applied only three BFRS which are BFRS4, BFRS 7 and BFRS13. From the analysis, I can conclude that companies of food industry have not fully complied with BFRS. However, margin of non-compliance is very little.
Bangladesh Financial Reporting Standard


II
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[bookmark: _Toc428586522][bookmark: _Toc480668369][bookmark: _Toc526771113]Incidentals of Authorization and Submittal:
The report on “Compliance with Bangladesh Financial Reporting Standard(BFRS)- An Overview on Food Industry of Bangladesh” is submitted to Dr. James Bakul Sarkar, Associate Professor, School of Business and Economics, UIU on 9th October, 2018. The report has been prepared by Umma Farhabi Shochi.
[bookmark: _Toc428586524][bookmark: _Toc480668370][bookmark: _Toc526771114]Background and Logic:
The report has shown the information about compliance with BFRS by the listed of companies of food industries of Bangladesh in the year of 2016-17. Through this study, I want to show the extent to which compliance of BFRS by the listed companies of food industry of Bangladesh. According to my study, the report may provide insight into Compliance of the listed of companies of food industries of Bangladesh. 
[bookmark: _Toc428586525][bookmark: _Toc480668371][bookmark: _Toc526771115]Scopes and Limitations:
The study has been mainly based on the compliance with BFRS by the listed of companies of food industries of Bangladesh. I have the audited annual report that they have published annually through I have found my desire information. I have not got proper experience and I have not got enough time which are my limitations.
[bookmark: _Toc428586526][bookmark: _Toc480668372][bookmark: _Toc526771116]Methodology:
Those are,
1. The study has been a descriptive report.
2. Primary data has been used.
3. The sample size of the report has been 5.
4. Non-probability convenience sampling technique used.
5. Data has been from audited annual report.
6. Data hasbeen analyzed.
7. Data has presented in a soft copy.
[bookmark: _Toc428586527][bookmark: _Toc480668373]


[bookmark: _Toc526771117]A Preview of the Report:
In the study, the information and analysis mainly based on the basis of collected information through audited annual report of companies of food industries. I have briefly discussed about the BFRS and I have analysis the practice in the annual reports to identify compliance with BFRS by the listed of companies of food industries of Bangladesh.
[bookmark: _Toc526771118]Bangladesh Financial Reporting Standard
[bookmark: _Toc526771119]BFRS 1: First- time Adoption of BFRS
 The purpose of the standard is to confirm whether a company’s first BFRS financial statements and its interim financial reports for the part of the period that has been covered by entity’s first BFRS financial statements which includes information in higher quality. Which are given:
· Financial statement is transparent for the users and comparable over all periods presented;
· It gives a compatible starting point for accounting in accordance with IFRS; and 
· It can be made in a way so that cost cannot be exceed over the benefits.
An entity will use this BFRS in:
a. Its first BFRS financial statements that are annual statement of financial position at which the BFRS are adopted by the company itself; and
b. Each interim financial report, if any, for the part of the period covered by those entity’s first BFRS financial statements.
The company will adopt that BFRS whether the company’s first financial statements are for a period which is commencing on or after 2009 from the first July. Permission has been given for previous application.
When there is an opening of BFRS financial statement, an entity will use the same accounting policies. It also uses same policy in all the periods which are shown in its first BFRS statement of financial positions. These policies of accounting will apply in the entities every BFRSs effective date at the closing of its first BFRS period of reporting. 
Estimate is an approximation of the monetary amount in absence of precise values based on specialized knowledge and judgments. An entity may need to make an estimate that is consistent in accordance with BFRS at the date of transitions to BFRS with estimate made for the same date in accordance with previous GAAP, unless those estimates were in error.
[bookmark: _Toc526771120]BFRS 2: Share-based Payment
The purpose of the standard is to confirm that an entity specifies the reporting when the company adopts a share-based payment transaction. In addition, it is essential for the company which reflects the financial statements to recognize share-based payment transaction in its profit or loss and financial position the effects of share-based payment transactions, including share options are granted to employees where expenses associated with transactions or other parties to settle in cash or entities equity instruments etc.
 For all share-based payment transactions, an entity will apply this standard in accounting whether an entity can identify specific requirement for some or all of the goods or service received or not. It includes:
a. share-based payment transactions which are equity-settled,
b. share-based payment transactions which are cash-settled, and
c. Share-based payment transactions where the entity receives or acquires goods or services and the terms of the conditions are provided that the entity or supplier has a choice of settled the transaction in cash or other assets or by issuing equity instruments.
This BFRS will apply in the case where the absence of specifically identifiable goods or services or other circumstances indicates that goods or services will be received.
An entity will recognize the share-based payment transactions for the products which have been received or obtained in a transaction in which the entity gets the information that the goods or services are received. If the goods or services are received in an equity-settled share-based payment transaction, the entity will recognize the corresponding changes in equity. If the goods or services are received in a cash-settled share-based payment transaction, the entity will recognize the corresponding changes in liability.
When an entity will not recognize the goods or services received or acquired in share-based payment transactions as assets, it will be recognized as expenses.
If the goods or services are received in an equity-settled share-based payment transaction, the company will assess the products that have been obtained and the similar changes in the equity on the basis of the fair value directly of those products that have been obtained, if the fair value can reliably be estimated. If the fair value of those products that have been obtained cannot be measured by the company, it will indirectly estimate this transaction by referencing the fair value of the equity instruments that have been granted.
[bookmark: _Toc526771121]BFRS 3: Business Combinations
The purposes of the BFRSs are to confirm that a reporting entity provides information in its financial statements about a business combination and its effects by improving the relevance, reliability and comparability of the information. To accomplish this, BFRS set out the principles and requirements for the acquirer. Such as:
a. Whether the acquirer recognizes and measures the identifiable acquired  assets, assuming  the liabilities and any non-controlling interest in the acquiree;
b. Whether the acquirer recognizes and measures the determination of goodwill acquired or gain from a bargain purchase in the business combination; and
c. Whether the acquirer determine the necessary information to disclose so that it enables the users of the financial statements for evaluating the nature and financial effects of the business combination.
This BFRS applies in the other events or a transaction for meeting the definition of a business combination. This standard does not use in the following events:
a. The treatment for formatting the join arrangement or the joint arrangement itself in the financial statements,
b. When the acquisition of an asset or a group of assets does not form a business, in that cases the acquirer will identify and recognize the individual identifiable acquired assets that meet the definition of intangible assets in BAS 38 and assuming the liabilities. The cost can be allocated at the date of purchase on the basis of individual identifiable assets and liabilities relative’s fair values. This transaction does not increase the goodwill.
c. This standard requirement does not apply in acquiring an investment entity. By acquiring an investment entity of a subsidiary is required to measure at fair value through profit or loss under BFRS 10 Consolidated Financial Statement.
According to BFRS 3 an entity needs to determine whether other event or a transaction meets the business combination definition which requires that an asset acquisition or a asset group form a business. If it does not constitute a business, the reporting entity will report the transaction or other event as an asset acquisition.
At the date of acquisition, the buyer will recognize separately from the acquiree. Recognition of the goodwill, the identifiable asset acquired, liability assumed and any non-controlling interest of the acquiree, specified conditions must be followed.
At the date of acquisition, the buyer will designate or classify the liabilities and assets of the acquiree that is important to apply other BFRSs subsequently. The acquirer will make those treatment on the basis of the contractual terms and conditions, accounting policies and other relevant conditions if exist at the date of acquisition.  
[bookmark: _Toc526771122]BFRS 4: Insurance Contracts
The purpose of this BFRS is to confirm that an entity specifies the financial reporting for insurance contracts. A company as an insurer issues such contract until the second phase of the insurance contract is completed by the board. In addition, this standard required:
a. An insurer for insurance contracts need limited improvements to accounting.
b. It needs to disclose which is identified. It also needs to explain the amount which is identified in the company’s financial statements that have been raised from contract of insurance so that financial statements users can have the understanding of the uncertainty, timing and amount of future cash flows due to insurance contracts.
A company will use that standard in:
a.  Contracts of insurance or reinsurance that is issued and held.
b. Financial instruments which is issued by a discretionary participation feature. Disclosure is required for that financial instrument that holds such feature. 
 If no BFRS applies specifically to an item, an entity uses the criteria for developing the accounting policy. Changes in accounting estimates and errors specify that criteria for an entity according to BAS 8 Accounting Policies. This standard exempts from applying that criteria by an insurer for:
a. Issuing insurance contracts.
b. Holding reinsurance contracts.
In additions, this BFRS does not exempt from applying that criteria. If an insurer:
a. Recognized liability of any provision for future claims. If claims are raised in the contracts, will not exist at the closing of the reporting period.
b. Completed liability adequacy test.
c. The reinsurance assets cannot offset against the related insurance liability.
d. Income or expense of the reinsurance contracts cannot offset against the income or expense of the related insurance contracts.
e. Considered the impairment of reinsurance assets. 
[bookmark: _Toc526771123]BFRS 5: Non-current Assets Held for Sale and Discontinued operations
The purpose of that BFRS is specifying how to accounts for non-current assets held for sale and how to present and disclose the operations that have been discontinued. In additions, this standard needs:
a. Whether the assets fulfill the measurement criteria which are to be categorized as held for sale, such criteria’s are the lower of their carrying amount and fair value less costs to sell. Non-current assets held for sale will not be depreciated. 
b. Whether the assets that meet the measurement criteria of non-current assets held for sale will be presented separately in the statement of financial position under current assets. The results of discontinued operations will be showed separately in statement of comprehensive income.


The requirements of classification, presentation and measurement of this standard apply to all recognized non-current assets and to all disposal groups of an entity.  There are some exceptions in applying the measurement requirements. Such as:
a. Measurement provisions cannot apply for deferred tax assets.
b. It cannot apply for assets which are arising from employee benefits.
c. It cannot apply for financial instruments.
d. Non-current assets that are recorded in accordance with fair value model.
e. Non-current assets that are measured at amount which is recoverable that is fair value minus costs to sell.
f. Contractual rights which are arising from the insurance contracts.
A non-current asset should be classified by an entity as a held for sale if it fulfills the criteria which is carrying amount should be recovered through sales transaction rather than continuing use.
An entity will measure the non-current assets held for sale at their carrying amount and fair value less costs to sell whichever is lower.
An entity will measure the non-current assets held for sale for distribution to owners at their carrying amount and fair value less costs to distribute whichever is lower.
[bookmark: _Toc526771124]BFRS 6: Exploration for and Evaluation of Mineral Resources
The purposes of this BFRSs are to ensure that whether an entity specify the financial reporting for the exploration for and evaluation of mineral resources. This standard requires:
a. Existing accounting practices for exploration and evaluation expenditures need limited improvement.
b. An entity needs to recognize and assess the impairment of such assets in accordance with this standard. It also measures any impairment in accordance with BAS 36 Impairment of Assets.
c. It needs to disclose which is identified. It also needs to explain the amount which is identified in the entities financial statements arising from the exploration for and evaluation of mineral resources so that users of those financial statements can understand the amount, timing and uncertainty of future cash flows arising from such exploration for and evaluation of mineral resources.
An entity will apply this BFRS where exploration and evaluation expenditures incurred. Evaluation and exploration of mineral resources have measurement criteria. It will be measured at cost.
There two model of exploration and evaluation of assets, cost model and revaluation model. After recognition, a company can be used either the revaluation model or the cost model or for such assets. The consistent model is revaluation model with the category of the assets.
The changes of accounting policies for exploration and evaluation of assets can be made by the entity where the changes can make the financial statement more reliable and relevant for the users that fulfill the economic decision making needs for users.  According to BAS 8 criteria, an entity will judge the relevance and reliability.
If the fact and situation suggests that the carrying amount of an exploration and evaluation of assets may exceed the recoverable amount, it will be measured for impairment. At that time, when facts and situation suggests that the carrying amount of an exploration and evaluation of assets may over the recoverable amount, an entity needs to measure, disclose and present the impairment loss, if any, in accordance with BAS 36.
 An entity will disclose the information arising from the exploration for and evaluation of mineral resources which is identified and explains the amount which is recognized in the financial statement. 
[bookmark: _Toc526771125]BFRS 7: Financial Instruments: Disclosures
The purposes of that standard are to ensure that a company provides disclosure in the financial statements so that users can evaluate:
a. Company’s financial statements and the performance of these statements about the important instruments; and
b. The nature and extent of financial instruments risks that the company is disclosed during the period and at the end of the reporting period, and how the entity handle it.
The principles of this standard complement those principles which recognize measure and present the financial liabilities and assets of the Financial Instruments.
This BFRS will be applied for all types of financial instruments but there are some exceptions. Such as:
a. It cannot apply for assets which are arising from employee benefit plans.
b. It cannot be applied for interests in subsidiaries, associates or joint ventures. In these cases, entity will measure it at fair value and fulfill the requirements of this standard. Until the derivative meets the definition of an equity instruments in BAS 32, an entity will use this standard to all derivatives which is linked to interests in subsidiaries, associates or joint ventures.
c. It cannot apply for Insurance contracts. So this standard will be applied to derivatives which are attached to insurance contracts if it records separately according to BFRS 9.
d. Financial instruments, contracts, and obligations arise from share-based payment transactions.
e. Financial instrument that needed classification as equity instruments.
An entity will give disclosures for the financial statements wherein individuals can assess entity’s financial statements and the performance of these statements about the important instruments.
[bookmark: _Toc526771126]BFRS 8: Operating Segments
The purposes of that standard are to ensure that whether a company discloses information about the financial statements for the users. It helps the users to evaluate the financial effects and the nature of the business activities where it engages and economic environment where it operates. 
This standard will applicable for separate financial statements of an entity:
a. Where debt or equity instruments of an entity are traded in a public market including local and regional market or a foreign stock exchange or a domestic stock exchange; or
b. An entity who files or in the process of filing its financial statements with a securities commission or other regulatory organization so that it issues any class of financial instruments in a public market.
This standard will also applicable for consolidated financial statements of an entity or a group with parent:
a. Where debt or equity instruments of an entity are traded in a public market including local and regional market or a foreign stock exchange or a domestic stock exchange; or
b. An entity who files or in the process of filing its consolidated financial statements with a securities commission or other regulatory organization so that it issues any class of financial instruments in a public market.
A component of an entity is an operating segment.
a. Where an entity involves in business activities and it will earn revenues and incur expenses from that business activities.
b. Where en entity’s chief operating decision maker reviewed its operating result regularly. Decision maker makes decisions about the allocation of resources to the segment and assess its performance;
c. For which discrete financial information is obtainable.
An operating segment may involve in business activities for which it has not earned revenues. Before earning revenues start-up operations can be operating segments.
For each of the operating segment, an entity will report information separately so that:
a. It has been identified and resulting from accumulating two or more of those segments.
b. The quantitative threshold is exceeded by an entity.


There are some other situations in which a company will present information of the operating segment separately.
An entity will disclose information about its financial statements to the users. It helps the users to evaluate the financial effects and the nature of the business activities where it engages and economic environment where it operates. 
[bookmark: _Toc526771127]BFRS 9: Financial Instruments
The objective of this BFRS is to set the principles for the financial reporting of financial assets   and financial liabilities so that it can present the relevant and useful information for the users of financial statements. It will help the user to understand the amounts, timing and uncertainty of an entity’s future cash flows.
The objective of hedge accounting is to represent the effects of an entity’s risk management activities in the financial statements that use the financial instruments to manage the particular risks arising from exposures. It could affect profit or loss or other comprehensive income (when an entity changes in fair value in other comprehensive income in case of investments in equity instruments). This approach aim is to represent the procedure of hedging instruments for which hedge accounting is applied.
All financial instruments are initially measured at fair value except financial liability or   financial asset. Financial liabilities and financial assets are initially measured at transaction costs,   fair value through profit or loss.
This standard categorized all financial assets in two categories that are.
· Financial assets which are measured at amortized cost.
· Financial assets which are measured at fair value.
Losses and gains are either recognized entirely in loss or profit (fair value through profit or loss), or recognized in other comprehensive income (fair value through other comprehensive income) when assets are measured at fair value. 
The classification of fair value through other comprehensive income is mandatory for certain assets in case of debt instruments unless the fair value option is elected. For equity investments, the classification of fair value through other comprehensive income is elected. In addition, the debt instruments and equity investments are different from the requirements of reclassifying gains or losses recognized in other comprehensive income. Financial assets are classified at the time when it is initially recognized or when the entity becomes a party for the contractual provisions of the instrument. If certain requirements are fulfilled, the classifications of an asset need to be reclassified subsequently.
[bookmark: _Toc526771128]BFRS 10: Consolidated Financial Statements
The objective of this standard is to set the principles for the presentation and preparation of consolidated financial statements where one or more other entities are controlled by an entity.
For meeting the objective, this BFRS needs:
a. The parent or an entity that control the one or more other entities to present and prepare the consolidated statements;
b. The basis for consolidation that identifies and establishes the principle of control;
c. To establish that way to apply the principle of control and to identify whether an investor controls an investee and must consolidate the investee;
d. To establish the requirements of the accounting to prepare and present the consolidated financial statements;
e. To define and establish the investment entity and exception to consolidate the particular subsidiaries of an investment entity.
This BFRS does not deal with the business combinations that need accounting requirements. It also does not deal with the effect on consolidation, including goodwill that arising from a business combination.
The parent or an entity needs to present the consolidated financial statements. Exceptions of this standard are:
· The parent or an entity will not present the consolidated financial statements if it meets the following criteria:
I. An entity who wholly owned the subsidiary or partially owned the subsidiary of another entity and its other owners, including those are not entitle to vote, not object to, have been informed about;
II. An entity or a parent whose debt or equity instruments are not traded in a public market or a domestic market or a foreign stock exchange or an over the counter market or the local and regional market;
III. An entity or a parent did not file or process the file of its financial statements with a security exchange commission or other regulatory organization in order to issue any class of instruments in a public market; and
IV. Its immediate parent produces the financial statements that are available for the users and comply with this standard. Here subsidiaries are measured at fair value through profit and loss.
· That standard does not use for employee benefit plans or post employee benefit plans;
· If the parent or an entity is investment equity, will not present the consolidated financial statements. It measures all of its subsidiaries at fair value through profit or loss.
An investor will always determine whether it controls the investee or whether it is a parent or whatever the nature of its engagement with an entity.
If an investor is exposed or has the rights or has the ability to get the variable returns from its involvement with the investee and to affect those returns through its power over the investee, it will control an investee.
Thus an investor controls an investee when investor has:
a. The right or power over the investee;
b. Has the ability to get the variable returns from its involvement with the investee;
c. Has the right or ability to use its power over the investee to affect those returns.
An entity or a parent will prepare and present the consolidated financial statements through using the identical accounting policies such as: other events and transactions similar situation.
[bookmark: _Toc526771129]BFRS 11: Join Arrangements
Objective: The objective of this standard is to ensure that whether the entities establish the principles for financial reporting that have an interest in join arrangements and that are controlled jointly. 
For fulfilling the objective, this BFRS needs to define joint control. Joint control requires an entity to determine the type of joint arrangement that is a party to a join arrangement. According to that type of joint arrangement, an entity is engaged by evaluating its obligations and to account for these obligations and rights.
That standard will have been used by all the companies which are partly to a joint arrangement. A joint arrangement is an arrangement of which two or more parties have controlled jointly.
The characteristics of a join arrangement are given below:
a. There is an official commitment between the parties because of the contractual arrangement;
b. Parties get joint control over the arrangement through contractual arrangement;
c. Joint venture or joint operation can be a joint arrangement.
Parties can get contractually agreed sharing of control of an arrangement through joint control. It exists only when decision has taken for the pertinent activities that need the sharing control which is the unanimous consent of the parties.
A company will involve in determining the type of joint arrangement. Joint operation or joint venture can be a joint arrangement depending upon the rights and obligations of the parties to the arrangement.
A joint operator will recognize the joint operation in relation to its interest. Such as:
a. Its assets or share of any assets which are held jointly;
b. Its liabilities or share of any liabilities which are incurred jointly;
c. Its revenue which gets through the sale of its share of the output arising from the joint operation;
d. Its share of the revenue which gets through the sale of the output by the joint operation; and 
e. Its expenses or share of any expenses which are incurred jointly.
[bookmark: _Toc526771130]BFRS 12:  Disclosure of Interests in Other Entities
Objective: The objective of this standard is to ensure that whether an entity will disclose the information that helps the users of its financial statements so that users can evaluate:
a. The nature and risk which are associated with  an entity’s interests in other entities; and
b. The effects of the entity’s interests in other entities on its financial position, financial performance and cash flows.
For meeting the objective, an entity needs to disclose the following information:
· It has made the significant judgments and assumptions to determine:
i. The nature of its interest in other entities;
ii. Entity’s interest on the type of joint arrangement;
iii. The definition of an investment equity must be fulfilled, if it is applicable; and
· The entity will need to disclose the information about:
i. The interest in subsidiaries;
ii. The interest in joint arrangements and associates; and
iii. The interest in structured entities that are unconsolidated structured entities.
An entity will use this standard that has:
i. An interest in subsidiaries
ii. An interest in joint operation or joint venture
iii. An interest in associates
iv. An interest in unconsolidated structured entities.
An entity has made the significant judgments and assumptions and changes to these judgments and assumptions that need to disclose in determining:
a. That it has the control over the investee or another entity;
b. That it has a joint control of an arrangement or significant influence of another entity; and
c. If the arrangement has been structured through a separate vehicle, the entity need to determine the type of joint arrangement such as: joint operation or joint venture.
[bookmark: _Toc526771131]BFRS 13: Fair Value Measurement
The purpose of this standard is to define fair value and establish a single BFRS framework for measuring fair value that requires disclosures about fair value measurements.
Fair value is not an entity-specific measurement rather it is a market-based measurement. Market information or observable market transactions could be available for some assets and liabilities. On the other hand market information or observable market transactions could not be available for other assets and liabilities. There are two cases for fair value measurement such as: estimation of price for an orderly transaction to sell the assets or to transfer the liabilities that would take place at the measurement date between market participants under current market conditions (for example, from the perspective of a market participants that owes the liability and hold the asset, an exit price at the measurement date). In both cases the objective of a fair value measurement is same.
An entity measures fair value using another valuation technique when the piece of an identical asset or liability is not observable. This technique maximizes the use of relevant inputs and minimizes the unobservable inputs. Since fair value is a market-based measurement, it is measured through the using of assumptions that is used by the market participants at the time of pricing the asset, liability and assumptions about risk. As a result, an entity thinks that holding the asset or settling the liability is not relevant for fair value measurement.
The definition of a fair value gives importance on assets and liabilities as they are primary subject of accounting measurement. This BFRS is also used for an entity’s own equity instruments which are measured at fair value.  
When another BFRS permits or requires fair value measurement or disclosures about fair value measurement, this BFRS will be applied. Such measurements are fair value less costs to sell based on those measurements.
When fair value is measured for particular asset or liability, an entity will take into account the characteristics those assets or liability. The condition is that asset or liability is measured if market participant will take those characteristics into account at the time of pricing the asset and liability at the measurement date. Such characteristics are:
· Assets conditions and locations;
· Restrictions of selling and using the assets, if any.
A fair value measurement assumes that when the regular transaction occurred between the parties for selling or transferring the assets and liabilities at the time of measurement date within the present market situations, when the asset or liability is exchanged.
A fair value measurement assumes that an orderly transaction for selling the asset or transferring the liability takes place:
· Whether in the principal market of asset or liability; or
· In the absence of this market rather it takes place in the most advantageous market for the asset or liability.
[bookmark: _Toc526771132]BFRS 14: Regulatory Deferral Accounts
Objective: The objective of this BFRS is to specify the financial reporting requirements which are needed for regulatory deferral account balances. It arises when an entity provides goods and services to customers at a rate or price which is subject to rate regulation.
To meet this objective, the standard needs the following:
· The limited changes of an accounting policies that were used in accordance with previous GAAP for regulatory deferral account balances that are mainly related to the presentation of these accounts; and
· The standard needs disclosures that:
a. The amounts are identified and explained which are recognized in the financial statements that arise from rate regulations; and
b.  It helps the users of financial statements to know the amount, timing, and uncertainty of future cash flows that arises from recognized regulatory deferral account balances.
An entity gets permission to use the requirements of this BFRS in its first BFRS financial statements if:
· Rate-regulated activities are conducted by the entity; and
· Recognized the amounts of deferral account balances in its first BFRS financial statements which are qualified in accordance with its previous GAAP.
An entity gets permission to apply the requirements of this BFRS in its first BFRS financial statements for subsequent period if and only if it is recognized the amounts of deferral account balances in its first BFRS financial statements by electing to use requirements of this standard.
An entity will use the all if its requirements of this standard to all of its regulatory deferral account balances in its first BFRS financial statements that arise from rate-regulated activities are conducted by the entity that is within the scope and elects to apply.
Rate-regulated activities are conducted by the entity that is within the scope and elects to apply; this BFRS will apply in BAS 8 at the time of developing the entity’s accounting policies for recognition, measurement, and impairment and de-recognition of regulatory deferral account balances.
An entity that elects to use this standard, it needs to disclose the information so that user can assess:
·  The nature of and the risk which are arises when an entity provides goods and services to customers at a rate or price which is subject to rate regulation.
· The rate regulation effects on entity’s financial position, financial performance and cash flows. 
[bookmark: _Toc526771133]BFRS 15: Revenue from Contracts with customers
 The purpose of this standard is to establish the principles for the entity about whether an entity will apply the establish principles to report useful information to users of financial statements about the nature, amount, timing and uncertainty of revenue and cash flows which are arising from a contract with a customer.
For meeting this objective, the standard needs to follow the core principle that is an entity will recognize the revenue to mark the transfer of promised goods or services to customer in an amount. It reflects the consideration of an entity that the entity expects to be entitled in exchange for those goods or services.
At the time of applying this standard, an entity will consider the terms of the contract and all relevant facts and circumstances of the contract. In similar characteristics and in similar circumstances, an entity uses this standard and any practical expedients consistently.
An entity will use this standard to all contracts with customers but there is some exception. Such as:
· An entity will not use this standard in lease contracts within the scope of BAS 17 Leases;
· An entity will not use this standard in insurance contracts within the scope of BFRS 4 Insurance Contracts.
· An entity will not use this standard in financial instruments.
· An entity will not use this standard in non-monetary exchanges between entities in the same line of business to simply the sales to customers or potential customers. For example, an entity will not use this standard in a contract between two oil companies that agree to exchange of oil to fulfill the demand of their customers.
The contract which is within the scope of this standard, an entity will account for this contract with a customer. The following conditions need to be followed:
a. The approval and commitment of the contract is needed by the party to perform their respective obligations.
b. The each party’s rights can be identified by the entity regarding the goods or services to be transferred.
c. The payment terms can be identified by the entity regarding the goods or services to be transferred.
d. Commercial substance is need for the contract. For example, as a result of the contract, the risk, timing or amount of the entity’s future cash flows is expected to change.
e. It is probable that the consideration will be collected by the entity to which it will be entitled in exchange for the goods or services which will be transferred to the customer.  To evaluate the collectivity of an amount of consideration whether it is probable or not, an entity will consider only the ability and intension of the customer to pay that amount of consideration when it is not paid. The entity will be entitled to get the amount of consideration may be less than the price stated in the contract if the consideration is variable. Since the entity may offer the customer a price concession, the consideration is variable.
An entity will assess the goods or services which are promised in a contract with a customer and will identify the performance obligations which are promised to transfer to the customer, at contract inception. Either:
· A distinct goods or services or a bundle goods or services; or
· A goods or services that are a series of distinct that are substantially the same and that have the same pattern of transferring the goods or services to the customer. 
When the entity satisfies a performance obligation by transferring a promised goods or services (for example an asset) to a customer, it will recognize the revenue. When the customer obtains the control of the asset, that asset is transferred.
An entity will recognize as revenue the extent of the transaction value whereas the performance obligation is fulfilled. The extent of transaction value is excluded to anticipate the changeable consideration that is distributed to the performance obligation.
The objective of the disclosure requirements is to specify that an entity needs to disclose sufficient information to help the users of financial statements to understand the nature, amount, timing and uncertainty of revenue and cash flows which are arising from contracts with customers. To meet this objective, an entity will disclose the qualitative and quantitative information about:
· The customers contracts;
· The significant judgments and the changes in the judgments which are created in applying this standard to those contract; and
·  Any assets which are recognized from the costs to fulfill the contract with the customer.















[bookmark: _Toc526771134]Findings and Analysis
In this report, I want to show the adaption of Bangladesh Financial Reporting Standard (BFRS) by the companies of Food Industry of Bangladesh in their published report of 2016-17. To make it happen, I have taken five companies from food industry to see whether their financial statements have been prepared in conformity with BFRS or not.

[bookmark: _Toc526771135]Agricultural Marketing Co. Ltd. (PRAN)
[bookmark: _Toc526771136]Application of BFRS
	No
	BFRS
	Application

	1
	BFRS1: First-time Adoption of BFRS
	Applied

	2
	BFRS2: Share-based Payment
	Applied

	3
	BFRS3: Business Combinations
	Not Applicable

	4
	BFRS4:Insurance Contracts
	Not Applied

	5
	BFRS5:Non-current Assets Held for Sale and Discontinued operations
	Not applicable

	6
	BFRS6: Exploration for and Evaluation of Mineral Resources
	Not Applicable

	7
	BFRS7: Financial Instruments: Disclosures
	Applied

	8
	BFRS8:Operating Segments
	Not applicable

	9
	BFRS9:Financial Instruments
	Applied

	10
	BFRS10:  Consolidated Financial Statements
	Not applicable

	11
	BFRS11:Join Arrangements
	Not applicable

	12
	BFRS12:Disclosure of Interests in Other Entities
	Not applicable

	13
	BFRS13:Fair Value  Measurement
	Applied

	14
	BFRS14:   Regulatory Deferral Accounts
	Not applicable

	15
	BFRS15:Revenue from Contracts with customers
	Applied



[bookmark: _Toc526771137]Analysis: Above from this table, we see that Agricultural Marketing Co. Ltd. (PRAN) applied with only six BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 7, BFRS 9, BFRS 13, and BFRS 15. Rests of those are not applied or not applicable for this company. However, only one BFRS they don’t applied which is BFRS 4. There are eight BFRS which are not applicable for this company such as BFRS 3, BFRS 5, BFRS 6, BFRS 8, BFRS10, BFRS 11, BFRS 12, and BFRS 14.
[bookmark: _Toc526771138]Recommendation: From the analysis, I have seen that Agricultural Marketing Co. Ltd. (PRAN) Company have not applied only one BFRS, BFRS 4 which should have been adopted by the company. Since the purpose of that BFRS 4 is to confirm that a company specifies the financial reporting for insurance contracts. A company as an insurer issues such contract until the second phase of the insurance contract is completed by the board. In addition, this standard required:
a. An insurer for insurance contracts need limited improvements to accounting.
b. It needs to disclose which is identified. It also needs to explain the amount which is identified in the company’s financial statements that have been raised from contract of insurance so that financial statements users can have the understanding of the uncertainty, timing and amount of future cash flows due to insurance contracts.

A company will use this standard in insurance contracts or reinsurance contracts that are issues and holds and financial instruments which is issued by a discretionary participation feature. Disclosure is required for that financial instrument that holds such feature. So this company needs to adopt this BFRS otherwise financial statement users can have the understanding of the uncertainty, timing and amount of future cash flows due to insurance contracts.




[bookmark: _Toc526771139]Apex Foods Limited
[bookmark: _Toc526771140]Application of BFRS

	No
	BFRS
	Application

	1
	BFRS1: First-time Adoption of BFRS
	Applied

	2
	BFRS2: Share-based Payment
	Applied

	3
	BFRS3: Business Combinations
	Not Applicable

	4
	BFRS4:Insurance Contracts
	Not Applied

	5
	BFRS5:Non-current Assets Held for Sale and Discontinued operations
	Not applicable

	6
	BFRS6: Exploration for and Evaluation of Mineral Resources
	Not Applicable

	7
	BFRS7: Financial Instruments: Disclosures
	Not applicable

	8
	BFRS8:Operating Segments
	Not applicable

	9
	BFRS9: Financial Instruments
	Applied

	10
	BFRS10:  Consolidated Financial Statements
	Not applicable

	11
	BFRS11:Join Arrangements
	Not applicable

	12
	BFRS12:Disclosure of Interests in Other Entities
	Not applicable

	13
	BFRS13:Fair Value  Measurement
	Not Applied

	14
	BFRS14:   Regulatory Deferral Accounts
	Not applicable

	15
	BFRS15:Revenue from Contracts with customers
	Applied



[bookmark: _Toc526771141]Analysis: Above from this table, we see that Apex Foods Limited Company applied with only four BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 9 and BFRS 15. Rests of those are not applied or not applicable for this company. However, only two BFRS they don’t applied which are BFRS 4 and BFRS 13. There are nine BFRS which are not applicable for this company such as BFRS 3, BFRS 5, BFRS 6, BFRS 7, BFRS 8, BFRS10, BFRS 11, BFRS 12, and BFRS 14.

[bookmark: _Toc526771142]Recommendation: From the analysis, I have seen that Apex Foods Limited Company have not applied only two BFRS, BFRS 4 and BFRS 13 which should have been adopted by the company. Since the purpose of this BFRS 4 is to confirm that a company specifies the financial reporting for insurance contracts. In addition, an insurer for insurance contracts need limited improvements to accounting. It needs to disclose which is identified. It also needs to explain the amount which is identified in the company’s financial statements that have been raised from contract of insurance so that financial statements users can have the understanding of the uncertainty, timing and amount of future cash flows due to insurance contract
An entity will use this standard in insurance contracts or reinsurance contracts that are issues and holds. So this company needs to adopt this BFRS otherwise users of the financial statements cannot understand the amount, timing and uncertainty of future cash flows arising from insurance contracts.
 On the other hand, another BFRS which is not adopted by this company is all about fair value measurement, BFRS 13.  The objective of this standard is to define fair value and establish a single BFRS framework for measuring fair value that requires disclosures about fair value measurements.
Fair value is not an entity-specific measurement rather it is a market-based measurement. Market information or observable market transactions could be available for some assets and liabilities. On the other hand market information or observable market transactions could not be available for other assets and liabilities. There are two cases for fair value measurement such as: estimation of price for an orderly transaction to sell the assets or to transfer the liabilities that would take place at the measurement date between market participants under current market conditions. In both cases the purpose of the fair value measurement is same.
The definition of a fair value gives importance on assets and liability as they are primary subject of accounting measurement. This BFRS is also used for an entity’s own equity instruments which are measured at fair value. So if the company cannot adopt this standard, it cannot be measured fair value for assets and liabilities or any kinds of transactions related to asset and liability that would take place at the measurement date.

[bookmark: _Toc526771143]

Fu-Wang Foods Ltd.
[bookmark: _Toc526771144]Application of BFRS
	No
	BFRS
	Application

	1
	BFRS1: First-time Adoption of BFRS
	Applied

	2
	BFRS2: Share-based Payment
	Applied

	3
	BFRS3: Business Combinations
	Applied

	4
	BFRS4:Insurance Contracts
	Not Applied

	5
	BFRS5:Non-current Assets Held for Sale and Discontinued operations
	Not applicable

	6
	BFRS6: Exploration for and Evaluation of Mineral Resources
	Not Applicable

	7
	BFRS7: Financial Instruments: Disclosures
	Not Applied

	8
	BFRS8:Operating Segments
	Applied

	9
	BFRS9: Financial Instruments
	Applied

	10
	BFRS10:  Consolidated Financial Statements
	Applied

	11
	BFRS11:Join Arrangements
	Not applicable

	12
	BFRS12:Disclosure of Interests in Other Entities
	Not applicable

	13
	BFRS13:Fair Value  Measurement
	Applied

	14
	BFRS14:   Regulatory Deferral Accounts
	Not applicable

	15
	BFRS15:Revenue from Contracts with customers
	Applied



[bookmark: _Toc526771145]Analysis: Above from this table, we see that Fu-Wang Foods Limited Company applied with only eight BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 3, BFRS 8, BFRS 9, BFRS 10, BFRS 13 and BFRS 15. Rests of those are not applied or not applicable for this company. However, only two BFRS they don’t applied which are BFRS 4 and BFRS 7. There are five BFRS which are not applicable for this company such as BFRS 5, BFRS 6, BFRS 11, BFRS 12, and BFRS 14.

[bookmark: _Toc526771146]Recommendation: From the analysis, I have seen that Fu-Wang Foods Limited Company have not applied only two BFRS, BFRS 4 and BFRS 7 which should have been adopted by the company. Since the purpose of this BFRS 4 is to confirm that a company specifies the financial reporting for insurance contracts. In addition, an insurer for insurance contracts need limited improvements to accounting. It needs to disclose which is identified. It also needs to explain the amount which is identified in the insurer’s financial statements arising from insurance contracts so that users of those financial statements can understand the amount, timing and uncertainty of future cash flows arising from insurance contracts.
An entity will use this standard in insurance contracts or reinsurance contracts that are issues and holds. So this company needs to adopt this BFRS otherwise  financial statements users can have the understanding of the uncertainty, timing and amount of future cash flows due to insurance contract.
On the other hand, another BFRS which is not adopted by this company is all about financial instruments: disclosures, BFRS 7. The objective of this standard is to ensure that an entity provides disclosure in its financial statements so that users can evaluate:
c. Entity’s financial position and performance about the significance financial instruments; and
d. The nature and extent of financial instruments risks that the entity is disclosed during the period and at the end of the reporting period, and how the entity handle it.
The principles of this standard complement those principles which recognize measure and present the financial assets and liabilities in BAS 32 Financial Instruments. An entity will give disclosures for the financial statements wherein individuals can assess entity’s financial statements and the performance of these statements about the important instruments. So this company should have been adopted the BFRS 7 otherwise users cannot evaluate their financial statements and the performance of these statements  about the important instruments and the nature and extent of financial instruments risks that the company is disclosed during the time and at the closing of the reporting period.


[bookmark: _Toc526771147]Olympic Industries Ltd.
[bookmark: _Toc526771148]Application of BFRS

	No
	BFRS
	Application

	1
	BFRS1: First-time Adoption of BFRS
	Applied

	2
	BFRS2: Share-based Payment
	Applied

	3
	BFRS3: Business Combinations
	Not Applicable

	4
	BFRS4:Insurance Contracts
	Applied

	5
	BFRS5:Non-current Assets Held for Sale and Discontinued operations
	Applied

	6
	BFRS6: Exploration for and Evaluation of Mineral Resources
	Not Applicable

	7
	BFRS7: Financial Instruments: Disclosures
	Applied

	8
	BFRS8:Operating Segments
	Not applicable

	9
	BFRS9: Financial Instruments
	Applied

	10
	BFRS10:  Consolidated Financial Statements
	Not applicable

	11
	BFRS11:Join Arrangements
	Not applicable

	12
	BFRS12:Disclosure of Interests in Other Entities
	Not applicable

	13
	BFRS13:Fair Value  Measurement
	Not Applied

	14
	BFRS14:   Regulatory Deferral Accounts
	Not applicable

	15
	BFRS15:Revenue from Contracts with customers
	Applied



[bookmark: _Toc526771149]Analysis: : Above from this table, we see that Olympic Industries Limited Company applied with only seven BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 4, BFRS 5, BFRS 7,BFRS 9, and BFRS 15. Rests of those are not applied or not applicable for this company. However, only one BFRS they don’t applied which is BFRS 13. There are seven BFRS which are not applicable for this company such as BFRS 3, BFRS 6, BFRS 8, BFRS 10, BFRS 11, BFRS 12, and BFRS 14.
[bookmark: _Toc526771150]Recommendation: From the analysis, I have seen that Olympic Industries Limited Company have not applied only one BFRS, BFRS 13 which should have been adopted by the company. This standard is all about fair value measurement.  Since the objective of this standard is to define fair value and establish a single BFRS framework for measuring fair value that requires disclosures about fair value measurements.
Fair value is not an entity-specific measurement rather it is a market-based measurement. Market information or observable market transactions could be available for some assets and liabilities. On the other hand market information or observable market transactions could not be available for other assets and liabilities. There are two cases for fair value measurement such as: estimation of price for an orderly transaction to sell the assets or to transfer the liabilities that would take place at the measurement date between market participants under current market conditions. In both cases the purpose of the fair value measurement is same.
The definition of a fair value gives importance on assets and liabilities as they are primary subject of accounting measurement. This BFRS is also used for an entity’s own equity instruments which are measured at fair value. So if the company cannot adopt this standard, it cannot be measured fair value for assets and liabilities or any kinds of transactions related to asset and liability that would take place at the measurement date.





[bookmark: _Toc526771151]Fine Foods Ltd.
[bookmark: _Toc526771152]Application of BFRS
	No
	BFRS
	Application

	1
	BFRS1: First-time Adoption of BFRS
	Applied

	2
	BFRS2: Share-based Payment
	Applied

	3
	BFRS3: Business Combinations
	Not Applicable

	4
	BFRS4:Insurance Contracts
	Not Applied

	5
	BFRS5:Non-current Assets Held for Sale and Discontinued operations
	Not applicable

	6
	BFRS6: Exploration for and Evaluation of Mineral Resources
	Not Applicable

	7
	BFRS7: Financial Instruments: Disclosures
	Not Applied

	8
	BFRS8:Operating Segments
	Applied

	9
	BFRS9: Financial Instruments
	Applied

	10
	BFRS10:  Consolidated Financial Statements
	Not applicable

	11
	BFRS11:Join Arrangements
	Not applicable

	12
	BFRS12:Disclosure of Interests in Other Entities
	Not applicable

	13
	BFRS13:Fair Value  Measurement
	Not Applied

	14
	BFRS14:   Regulatory Deferral Accounts
	Not applicable

	15
	BFRS15:Revenue from Contracts with customers
	Applied




[bookmark: _Toc526771153]Analysis: Above from this table, we see that Fine Foods Limited Company applied with only five BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 8, BFRS 9, and BFRS 15. Rests of those are not applied or not applicable for this company. However, only three BFRS they don’t applied which are BFRS4, BFRS 7 and BFRS13. There are seven BFRS which are not applicable for this company such as BFRS 3, BFRS 5, BFRS 6, BFRS 10, BFRS 11, BFRS 12, and BFRS 14.
[bookmark: _Toc526771154]Recommendation: From the analysis, I have seen that Fine Foods Limited Company have not applied only two BFRS, BFRS 4, BFRS7 and BFRS 13 which should have been adopted by the company. Since the purpose of that BFRS 4 is to confirm that a company specifies the financial reporting for insurance contracts. In addition, an insurer for insurance contracts need limited improvements to accounting. It needs to disclose which is identified. It also needs to explain the amount which is identified in the company’s financial statements that have been raised from contract of insurance so that financial statements users can have the understanding of the uncertainty, timing and amount of future cash flows due to insurance contract.
A company will use this standard in insurance contracts or reinsurance contracts that are issued and held. So this company needs to adopt this BFRS otherwise financial statements users can have the understanding of the uncertainty, timing and amount of future cash flows due to insurance contract.
On the other hand, another BFRS which is not adopted by this company is all about financial instruments: disclosures, BFRS 7. The objective of this standard is to ensure that an entity provides disclosure in its financial statements so that users can evaluate:
a. Company’s financial statements and the performance of these statements about the important instruments; and
b. The nature and extent of financial instruments risks that the company is disclosed during the period and at the end of the reporting period, and how the entity handle it.
The principles of this standard complement those principles which recognize measure and present the financial assets and liabilities in BAS 32 Financial Instruments. An entity will give disclosures for the financial statements wherein individuals can assess entity’s financial statements and the performance of these statements about the important instruments. So this company should have been adopted the BFRS 7 otherwise users cannot evaluate their financial position and performance about the significance financial instruments and the nature and extent of financial instruments risks that the entity is disclosed during the period and at the end of the reporting period.
Another standard is BFRS 13 which should have been adopted by the company. This standard is all about fair value measurement.  Since the objective of this standard is to define fair value and establish a single BFRS framework for measuring fair value that requires disclosures about fair value measurements.
Fair value is not an entity-specific measurement rather it is a market-based measurement. Market information or observable market transactions could be available for some assets and liabilities. On the other hand market information or observable market transactions could not be available for other assets and liabilities. There are two cases for fair value measurement such as: estimation of price for an orderly transaction to sell the assets or to transfer the liabilities that would take place at the measurement date between market participants under current market conditions. In both cases the objective of a fair value measurement is same.
The definition of a fair value gives importance on assets and liabilities as they are primary subject of accounting measurement. This BFRS is also used for an entity’s own equity instruments which are measured at fair value. So if the company cannot adopt this standard, it cannot be measured fair value for assets and liabilities or any kinds of transactions related to asset and liability that would take place at the measurement date.


[bookmark: _Toc526771155]Conclusions: Bangladesh Financial Reporting Standards (BFRSs) contribute to our society and help our economic efficiency through helping our potential investors in a way that they can easily identify opportunities and risks. So it can be said that proper compliance of BFRS helps the company itself as well as the whole economy to grow. In my study, I have found that Agricultural Marketing Co. Ltd. (PRAN) applied with only six BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 7, BFRS 9, BFRS 13, and BFRS 15. However, only one BFRS they don’t applied which is BFRS 4. Apex Foods Limited Company applied with only four BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 9 and BFRS 15.On the other hand, only two BFRS they don’t applied which are BFRS 4 and BFRS 13.Fu-Wang Foods Limited Company applied with only eight BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 3, BFRS 8, BFRS 9, BFRS 10, BFRS 13 and BFRS 15. Moreover, only two BFRS they don’t applied which are BFRS 4 and BFRS 7.Olympic Industries Limited Company applied with only seven BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 4, BFRS 5, BFRS 7,BFRS 9, and BFRS 15. However, only one BFRS they don’t applied which is BFRS 13.Fine Foods Limited Company applied with only five BFRS from Fifteen BFRS which are BFRS 1, BFRS 2, BFRS 8, BFRS 9, and BFRS 15. They don’t applied only three BFRS which are BFRS4, BFRS 7 and BFRS13. From the analysis, I can conclude that companies of food industry have not fully complied with BFRS. However, margin of non-compliance is very little.
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