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Abstract

This study aims to describe the current legal and regulatory framework that
governs the accounting and reporting practices of public sector accounting
(PSA) in Bangladesh. The study adopts a qualitative methodology, employing
interviews with government accountants and regulatory personnel and analyzing
the related documents governing accounting practices. The findings of this
study, which have significant practical implications for the field, provide a
comprehensive understanding of the legal and regulatory framework of
Bangladesh's current public sector accounting practices. These implications
include [specific practical implications]. A significant focus is placed on
government accountants due to their practical expertise and alignment with
the study's purpose. The purposive sampling method was used to select the
appropriate respondent for the study. 13 interviews were meticulously chosen
to meet the study's goals. Data collection tools encompass semi-structured
in-depth interviews featuring targeted questions, supplemented by document
analysis. NVivo software was employed for data classification, clustering, and
memo-writing facilitation. The study found that the legislation that governs the
overall practices are the Constitution of the Republic of Bangladesh; the
Comptroller & Auditor-General (Additional Functions) Act, 1974, the Public
Money and Budget Management Act, 2009; Account Codes Volume I to IV;
General Financial Rule (GFR), 1998, Treasury Rule (TR), 1998; and Audit
Code 1999 and Manuals of audit and account, etc. The study also showed that
the British-Indian regulations, standards, and guidelines, which were over 200
vears old, were the foundation of the Bangladeshi PSA regulations. So, the
study underscores the urgent need for modification or reform of the existing
legal framework of PSA to satisfy the needs of today's information users,
making the reader aware of the importance and urgency of the research.

Keywords: Public-Sector Accounting, Legal and Regulatory Framework, Comptroller &
Auditor General, Controller General of Accounts.

1. Introduction

Recent developments in accounting research have garnered increased attention and significance
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in the private and public sectors (Bartocci et al., 2022). While the secondary function of
accounting involves aiding management in making informed decisions by preparing various
managerial reports, its primary role revolves around furnishing financial information to external
stakeholders by generating financial statements from financial transactions (Nagendrakumar,
2015, 2006). Although traditional accounting studies predominantly concentrated on the private
sector, contemporary research indicates a shifting focus toward the public sector (Grossy et al.,
2023). However, recent developments in the accounting domain underscore the widespread
acknowledgment within the accounting profession that public sector or governmental account-
ing holds profound significance and plays an essential role in a nation's sustained development
(Bracci et al., 2015). The successful implementation of strategies using financial information
derived from the accounting system is pivotal in determining an entity's overall success (Umble
et al., 2003). This imperative extends to ensuring accountability and transparency in both the
private and public sectors (Atuilik & Salia, 2019; Biancon et al., 2018). When making
decisions, public sector organizations place a high value on financial information, just like the
private sector does (Nagendrakumar, 2015).

The scope of the public sector is clearly defined within the Government Finance Statistics
Manual-GFSM (2014), a publication by the International Monetary Fund (IMF) that encom-
passes two primary components: the general government sector, encompassing federal, state,
and local governmental entities, and the public corporation sector, comprising entities provid-
ing goods and services to the broader public, including financial services. Khan (2019) under-
scores the composition of Bangladesh's public sector, which includes budgetary and
extra-budgetary entities of the central government, local government units, public sector
corporations, and financial and non-financial enterprises. Thus, the public sector accounting
system rests upon maintaining accurate records and crafting appropriate accounting reports
for the Bangladeshi central government, including Government Business Enterprises (GBEs)
and extra-budgetary entities. This responsibility is managed by the Office of the Controller
General of Accounts (CGA), which employs the integrated budgeting and accounting System
(iBAS++) software (Azad, 2020; Kuddus et al., 2019). With parliamentary oversight, the
public sector is directly responsible for providing public goods and services to the general
population (Saleh, 2021). So, the responsible authority must provide accounting information
to the stakeholders in a legitimized environment to provide information (Islam, 2020).

Bangladesh's public sector accounting (PSA) system is rooted in the British-Indian
cash-based approach (Chowdhury, 2012; Hakeem, 2012). The existing legal framework that
governs the accounting practices in Bangladesh has been adopted from the British legal
framework (Saleh, 2021). However, this age-old British-Indian cash basis accounting
system has led to delays, fraudulent reporting, misleading information, and inaccurate
balances within the public sector (ADB, 2018), ultimately adversely affecting the PSA
practices in Bangladesh. The country's PSA system has faced criticism for its lack of
accountability and transparency in the public sector (Rajib et al., 2017; Ahmed, 2017; Islam,
2012). Notably, the World Bank (2007) highlighted a deficiency in transparency in the
financial disclosures of the Office of the Comptroller and Auditor General (OCAG).
Furthermore, cash-based approaches must capture the complete cost of government activi-
ties (Al-husaini& Gowda, 2008), thereby hindering the ability of the decision-maker to
make informed choices (Alhusaini & Gowda, 2008). Consequently, cash-based accounting
is inherently misleading and lacks transparency. Enhancing financial reporting transparency
is essential for bolstering stakeholder accountability.
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So, the PSA must undergo a strict regulatory framework to ensure transparency and account-
ability in the accounting practice of the government of Bangladesh (Khusru et al., 2021;
Rajib et al., 2019). So, this study tries to provide a comprehensive understanding of the legal
and regulatory framework of the PSA that governs the accounting practices in Bangladesh.

The research aims to attain a comprehensive insight into the legal and regulatory frame-
work that governs the public sector's accounting practices in Bangladesh. Thus, it will
explore the following question: What is Bangladesh's legal and regulatory framework of
public sector accounting? The study contributes to the academic literature by exploring the
legal and regulatory framework of PSA in Bangladesh. The article emphasized the roles of
the regulatory bodies responsible for formulating rules and policies about accounting
practices in Bangladesh's public sector. By adhering to the proper and efficient application
of the PSA legislation in Bangladesh, these authorities guarantee accountability and trans-
parency in the nation's financial administration. Additionally, it summarizes the significant
laws that direct current accounting practices in Bangladesh's public sector. Thus, the study
will offer a concise overview of the legislative and regulatory framework governing PSA
practices in Bangladesh, which is necessary to ensure the integrity of the financial data that
PSAs disclose to stakeholders.

The paper structure is as follows. Section two highlights the relevant literature. Section
three provides the methodology. Section four explores the findings, and section five
concludes the paper.

2. Literature Review
2.1 Public sector

The public sector constitutes the segment of the economy encompassing all levels of organiza-
tions or entities owned and regulated by a country's government. Its primary objective is to
provide services to citizens free of charge or at rates lower than market prices. This category does
not include private companies, voluntary organizations, or households (Baa & Chattoraj, 2022).
The extent of the public sector's scope can be comprehended through the elucidation in the IMF's
Government Finance Statistics (GFS) Manual -2014. The public sector is divided into two princi-
pal segments: the General Government Sector (GGS)) and the Public Corporation Sector (PSC).
Further subdivisions within the General Government Sector include the Central Government,
State Government, Local Government, and Social Security Fund (Onder & Zengin, 2022; Dutta
& Fischer, 2021). Each Central, State, and Local Government is subdivided into Budgetary,
Extra-budgetary, and Social Security Funds. In contrast, PSCs are categorized into Public
Nonfinancial and Public Financial Corporations (GFS, 2014). On the other hand, Islam (2020)
stated that Bangladesh's public sector comprises two principal categories of government entities:
the budgetary central government and public sector corporations or companies.

2.2 Public Sector Accounting in Bangladesh

In Bangladesh, public sector accounting (PSA) pertains to governmental and nonprofit
entities' formal financial recording and reporting (Sarkar, 2019). Initially, cash-based
accounting techniques were perceived as more fitting for the public sector within the
traditional framework of public administration (Brusca et al., 2018). However, the account-
ing system that is used in PSA falls under the modified cash basis accounting system (Rajib
et al.,2019). The Bangladesh Financial Reporting Framework (FRF), governed by the
government of Bangladesh, necessitates audited annual finance accounts and appropriation
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accounts or statements (Islam, 2020; Islam, 2017). The Finance Accounts provide a compre-
hensive view of the government's yearly receipts and payments. At the same time, the
Appropriation Accounts compare the budgets of various ministries with the actual expendi-
tures incurred. The Bangladesh Bank carries out the task of receiving and disbursing all
government funds. Article 132 of the Constitution of Bangladesh mandates that the CAG
shall furnish a report on government accounts to the Parliament via the Honorable Presi-
dent. Rahman (2014) posited that Article 258 (2) of the Audit Code specifies that the CAG
is tasked with preparing four types of appropriation accounts relating to the government's
accounts: (a) Appropriation accounts of the Department of Defense: (b) Appropriation
Account of Railway Department: (C) Appropriation Account of PT&T Department: (D)
Appropriation Account of Civil Department.

2.3 Regulators of PSA in Bangladesh

The Constitution of Bangladesh stipulates that "the office of the Comptroller and Audi-
tor-General (CAQ) shall audit all government expenditures and present reports on public
accounts to the President, who will subsequently present them before Parliament (Saleh,
2021). The Ministry of Finance (MOF) oversees internal finances, while external
controls are managed by the CAG (Ganguly & Panda, 2011). The Comptroller & Auditor
General's (Additional Functions) Act of 1974, along with its 1975 revision, governs the
responsibilities of the Comptroller and Auditor General (CAG) of Bangladesh in terms of
government accounting and other duties. The Ministry of Finance (MOF), a significant
player in public finance stewardship within the central government, holds responsibility
for various government finance operations, including annual budget planning, fiscal
administration, public debt management, taxation, and economic policy formulation
(ADB, 2018). The MOF collaborates with related ministries and departments to develop
the Medium-Term Budgeting framework (MTBF) and the annual budget (ADB, 2018).
Overseeing the administrative aspects of the MOF, the Controller General of Accounts
(CGA) holds exclusive authority for maintaining public sector accounts.

Hakeem (2013) affirmed that the Office of the CGA collects records of all government
accounting transactions from Upazila, District, Regional/Divisional, and CAO offices to
prepare the annual Appropriation and Finance Account of the government of Bangladesh.
In 2002, the Regional Accounts Offices (RAOs) were replaced by Divisional Accounts
Offices, known as Divisional Controllers of Accounts (DCA) (Rahman, 2014; Hakeem,
2013). The responsibilities of the CAG's office encompass governing government
accounts and ensuring transparency and accountability in the government's financial
transactions through diligent constitutional oversight (Shil & Chowdhury, 2020; Hossen
& Rahman, 2019). The CGA's office fulfills its duties by compiling government accounts
and consolidating cash-based accounting transactions from various accounts departments.
Simultaneously, the Public Accounts Committee (PAC) of the Bangladesh Parliament
examines and deliberates on the audit reports by the CAG, mainly focusing on observa-
tions and comments within those reports. The recommendations put forth by the PAC are
typically embraced by executive departments (Saleh, 2021; Islam, 2020).

2.4 Legal Framework of the PSA in Bangladesh

Mbugi (2019) expressed that the legal framework comprises most of the national government's
laws and enactments. A legislative framework oversees accounting and reporting procedures in
the public sector, while the specific rules apply to each sector differ substantially. The legal
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framework for public sector accounting and reporting is intended to ensure consistency in
creating and presenting financial reports while also serving as a foundation for financial
management and control (Mbugi, M.S., 2019). It comprises multiple regulatory bases for
public sector accounting, including statutory, administrative, and constitutional. The Constitu-
tion of Bangladesh assigned the CAG the responsibility to audit and maintain the accounts of
the public sector of Bangladesh (Saleh, 2021). Islam (2015) argued that the Constitution of
Bangladesh provides guidelines for the public sector's financial management. The Comptroller
& Auditor General's (Additional Functions) Act of 1974, along with its 1975 revision, governs
the responsibilities of the Comptroller and Auditor General (CAG) of Bangladesh in terms of
government accounting and other duties. This Act enables the CAG to conduct pre-audit and
authorize treasury disbursements (Saleh, 2021).

The Account Codes Volume I-1V, issued by the CAG, govern Republic accounts' prepara-
tion, presentation, and disclosure. This system also directs that the accounting framework
adheres to Cash-based accounting utilizing the Treasury Single Account (Khusru et al.,
2021; Rajib et al., 2019). Paragraph 1.37 of the Financial Audit Guidelines (2021), issued
by the Office of the CAG of Bangladesh, explains that the Bangladesh Bank upholds the
Government of Bangladesh's cash balance.

2.5 Controller General of Accounts (CGA)

Bangladesh's Controller General of Accounts (CGA) is pivotal in establishing financial
discipline and ensuring efficient, effective, and transparent utilization of public funds in public
procurement and other government expenditures. This is a crucial responsibility that directly
impacts the nation's financial health. On the other hand, through audits and account certification,
the Comptroller and Auditor General (C&AG) guarantees financial accountability, transparency,
accuracy, and compliance within government organizations' receipts and payments. Their work
is instrumental in maintaining the financial system's integrity (Khusru et al., 2021).

The Finance Division of the Ministry of Finance plays a crucial role in administering and
managing the administrative activities of the Controller General of Accounts (CGA). On
the other hand, the Office of the CAG is closely involved in the CGA's day-to-day opera-
tions related to the CAG's auditing tasks. This collaborative relationship ensures the
smooth functioning of the financial oversight system. The Office of the CGA must adhere
to the CAG's rules, regulations, and standards, emphasizing the system's commitment to
transparency and accountability (Khusru et al., 2021; Rajib et al., 2019).

According to ADB's 2020 report, the CGA's office records all public funds receipts and
payments, reconciles with the central bank and conducts pre-audits of government payment
transactions in the Cash Book. Additionally, the CGA generates monthly, quarterly, and
annual financial reports for all government ministries and prepares consolidated government
accounts encompassing executive, legislative, and judicial (Rahman, 2021).

2.6 External Audit and the Role of OCAG

The Supreme Audit Institution (SAI) of Bangladesh, represented by the office of the CAG,
holds a significant constitutional authority and jurisdiction over auditing the public sector.
Haque (2014) and Islam (2010) elucidated that the duties and authority of the CAG, as well
as their comprehensive access to public data and documents, are delineated in Article 128
(1) of the Constitution. Under Article 131, the CAG can establish public account structure,
procedure, and standards with the President's approval. To fulfill these responsibilities, the
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CAG adopted two pivotal strategies. Firstly, pre-audit assessments are conducted to autho-
rize government treasury disbursements. Secondly, the CAG is responsible for crafting the
government's "Finance Accounts" and "Appropriation Accounts". However, Rahman
(2014) contends that the inception of the Controller General of Accounts (CGA) occurred
in 1984, following a revision of statutes in 1983 that segregated the CAG's statutory
account management duties. Presently, the CGA falls under the purview of the Ministry of
Finance, overseeing the compilation and maintenance of government financial statements.
Nevertheless, the CAG continues to manage human resources. Notably, in 2002, the CAG's
pre-audit authority was relinquished, and the Finance Division assumed responsibility for
account administration, a move deemed unconstitutional by Rahman (2014).

Much research has been carried out globally regarding the legislative framework that controls
the practice of accounting in the public sector (Akinadewo et al., 2023; Mbugi, M.S.,2019;
Okoye et al., 2006). Nonetheless, research on the legal concerns surrounding accounting
methods in Bangladesh's public sector is lacking in the studies on PSA (Saleh, 2021; Islam,
2020; Azad, 2020; Khan, 2019; Rahman et al., 2019; Rajib et al., 2019; Rahman, 2014).

3. Methodology

This study employs a qualitative methodology by interviewing government accountants and
regulatory personnel. Qualitative research is intended to provide the researcher with a
means of comprehending a phenomenon through observation or interaction with the study's
participants (Alam, 2021; Denzin & Lincoln, 2008). The qualitative component of this
study involves conducting in-depth interviews with government accountants in managerial
positions and regulatory personnel to address the research question. Accounting administra-
tors or Chief Accounting and Finance Officers (CAFOs) are pivotal decision-makers direct-
ly involved in shaping the operations of their offices. On the other hand, regulators such as
the office of the CAG are responsible for preparing the PSA form and manner, which means
accounting structure and procedures as per the empowerment of the constitution of Bangla-
desh. Hence, collecting interview data from these categories of participants is likely to offer
a more comprehensive understanding of the relationship between concentration and perfor-
mance compared to previous studies. Purposeful sampling allows the researcher to select
the most suitable subjects based on their knowledge and ability to address the research
questions (Saunders et al., 2007). The selection of participants or data sources is based on
the anticipated depth of their knowledge and the relevance of the information to the research
questions (Yin, 2011), and sampling is conducted with a specific objective (Lincoln &
Guba, 1985). Data collection took place from November 11, 2020, to February 24, 2022,
involving various clusters of respondents. The study achieved data saturation with 13
respondents from diverse backgrounds from a total of 67 respondents holding top executive
positions of the office of the CAG (17) and CGA (50), including regulators such as DG civil
audit directorate and director FAPAD; practitioners such as CAFOs of eight different
accounts offices and additional CGA (Accounts & Procedures) of CGA office; and ADG
and JDG of Bangladesh Railway. Guest et al. (2006) identified a saturation point with the
12th respondent when dealing with homogenous groups, and Latham (2013) reached satura-
tion after the 11th participant in his CEO examination. Despite having diverse backgrounds,
the respondents in this research are significantly interconnected in various aspects. Alam
(2021) achieved data saturation with 17 respondents while developing a Shariah governance
framework in Bangladesh using a diversified respondent cluster. Supporting data from
document reviews and observations are also taken into account.
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A set of semi-structured questions was developed, reviewed, and progressively refined
with the study's objectives in mind. Semi-structured questions were employed to ensure
respondents comprehended the research topic, and the initial questions were different for
all participants. In this process, the researcher initially met with the respondents, discussed
the issues, provided relevant documents for their understanding, and sought further
engagement. Through NVivo software analysis, several common themes emerged and
were delineated for the study.

4. Findings and Discussions

The study aims to provide a thorough understanding of the PSA's legislative and regulatory
framework, which governs accounting procedures in Bangladesh. This section exhibits the
study's findings and discussion concerning the questions posed to the study's respondents.

4.1 What is the scope of public sector and public sector accounting?

The first interview question aimed to understand the extent of public sector and public sector
accounting in Bangladesh. In Bangladesh, the budgetary central government, local govern-
ment, public sector businesses and enterprises, and extra-budgetary units of statutory and
autonomous bodies comprise the public sector (Rahman, 2021; Rajib et al., 2019; GFS,
2014). The whole financial situation of the nation, including the accounting reports of all
public sector companies, should be reported via the public sector accounting system. Section
7 of the Comptroller and Auditor-General (Additional Functions) Act, 1974 dictated as:

The Auditor General shall prepare annually in such form as he may, with the concur-
rence of the President, a general financial statement incorporating a summary of the
accounts of the Government, statutory public authorities, public enterprises, and local
authorities for the last preceding year and outstanding liabilities and containing such
other information as to their financial position as the President may direct to be
included in the statement. (Section 7, p.3)

The above paragraph indicates that PSA's government accounts should be prepared with a
general financial statement covering all of the government accounts. However, the present
accounting system of the Public Sector (PS) or the government of Bangladesh only reports the
financial transactions of the government incurred by the budgetary central government, such
as the ministries, divisions, or departments/entities (Rahman, 2021). One senior participant
[Addl. CGA-Accounts] of the study stated that the office of the Controller General of
Accounts (CGA) is responsible for preparing statements for the entire government, including
the central budgetary government, extra-budgetary central government, local government,
SOEs, and statutory or autonomous bodies, as required by the laws. These areas fall within the
scope of government accounting, but currently, CGA is preparing accounting reports only for
the central budgetary government of the country (Rahman, 2021; Rajib et al., 2019).
Comments of the two most senior participants [Addl. CGA-Accounts & Procedure] and
[Ex-CGA] are outlined below.

That means OCGA prepares the accounts only for the central budgetary government.
However, the public sector is with the central government, the extra-budgetary central
government, the local government, and SOEs. With this total, the CGA has to prepare
an account for the whole government ...... but currently, they are not following this
practice. [Ex-CGA]
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OCGA is performing the accounting service for the central government of Bangla-
desh. There are three accounting circles, civil, defense, railway, and postal, now under
the CAFO office. [Addl. CGA-Accounts & Procedure]

Therefore, the public sector and the scope of public sector accounting in Bangladesh
include the general government, such as the central government (both budgetary central
government and extra-budgetary central government entities), local government (urban
local government like city corporations and pourashavas, as well as rural local government
like District Councils, Upazila Parishads, Union Parishads, and Wards), Public Financial
institutions (Banks and Insurance), and Public Non-financial Corporations such as BGMC,
BTMC, etc.

4.2 Who is responsible for maintaining and preparing the PSA and reporting?

Public sector accounting (PSA), sometimes called government accounting, is governed in
Bangladesh by laws, regulations, and orders that the government issues. The Bangladeshi
constitution mandates and confers authority upon the Comptroller and Auditor General, or
CAG, to establish the forms and protocols for public sector accounting. The CAG is
charged with developing the rules required for accounting practice in the public sector per
Article 131 of the People's Republic of Bangladesh Constitution. In this respect, the
interview Participant (Addl. CGA- Accounts & Procedure) was asked about Bangladesh's
legal and regulatory framework of public sector accounting. He opined:

If anyone sees the core government of the public sector as our central budgetary
government or core government and its accounting......, it is regulated and operated
as per the constitution. Article 131 of the constitution mandates that the CAG ...... that
is the reporting of the country's public sector or core government. OCAG has given us
two prescriptions. [Addl. CGA-Accounts & Procedure]

The CAG has been granted the authority to keep the accounts as per Section 3 of the Comp-
troller and Auditor-General (Additional Functions) Act, 1974. However, the CAG does not
practically maintain the government accounts as amended by the section of the Act in 1974
and by the CAG Additional Functions Amendment Ordinance 1983, apart from fulfilling
the role of an independent auditor of the government accounts (Saleh, 2021). However, the
authority and responsibility of keeping and maintaining the government accounts belong to
the Controller General of Accounts (CGA) as per the Public Money and Budget Manage-
ment Act 2009. Before the issuance of this act, the government had separated the power of
accounting and auditing the government accounts by the same person under the power of
the Comptroller and Auditor General (Additional Functions) (Amendment) Ordinance,
1983, Section 3. The Ministry of Finance issued an office memorandum to separate the
government's accounting from the audit, effective July 1, 2002. On the other hand, when
the interview participants were asked similar questions to know the functions of the CAG
and CGA, Participants (CAFO-IRD) and (CAFO-Cabinet) explained the issue as:

Sometimes, someone is confused with the functions of the CAG, which is doing both
accounting and auditing the government account, but this is not true; the CAG is not
maintaining or keeping the accounts. Another act is known as the Additional Power
and Function Act 1974, ...... It is known as the Money and Budget Management Act
2009, which was issued and directed that the government's finance account be
prepared and maintained by the Controller General of Accounts (CGA). [CAFO-IRD]
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“Before issuing the Additional Functions Act 1974, there was a clause that CAG......

government s statements and creates another separate office known as CGA in 2002.”
[CAFO-Cabinet]

However, the act has given the power to the CAG to keep and maintain the accounts of the
public sector, issue the form and manner of preparing the reports, and conduct the functions
of an independent audit of the accounts of the PSA. However, the government has separat-
ed the accounting functions from the audit by issuing executive orders and entrusting them
to the hands of CGA.

4.3 What are the reports/accounts/statements prepared in the public sector?

Currently, the Office of the Controller General of Accounts (OCGA) has maintained and
prepared one set of finance accounts and four sets of Appropriation Accounts for the public
sector of Bangladesh. Participants argued that the finance accounts of the government of
Bangladesh are prepared and compiled by the office of the CGA. These accounts are subse-
quently audited by the Civil Audit Directorate of the CAG office and then submitted to the
Parliamentary Accounts Committee (PAC) through the honorable president, along with the
audit certification from the office of the CAG. On the other hand, the Principal Accounting
Officers (PAOs) are responsible for preparing and signing the four appropriation accounts
of the respective accounting circles, including civil, defense, railway, and postal. The
respective directorates audit these accounts and then submit them to the PAC through the
honorable president. These accounts are accompanied by audited certificates from the
CAG's office (Rahman, 2021). Participants [DG-Civil Audit] and [ADG-Railway] argued:

The PAO (Principal Accounting Olfficer) organizes the appropriation account as per
the Public Money and Budget Management (PM&BM) Act 2009. His staff officer,
CAFO (Each Ministry has its own CAFO), prepares it and sends it to the CAG for his
approval. ...... These are discussed in the parliament's PAC (Public Accounts Commit-
tee). These are the current accounting practices in the public sector. [DG-Civil Audit].

The four audit directorates audit the appropriation accounts of the whole government
...... The CGA is responsible for preparing and auditing this single finance account by
the civil audit directorate. The CAG also presented this audited account to parliament.
[ADG-Railway)]

However, the accounting reports, such as the finance and appropriation accounts, are
prepared and maintained by the office of the CGA. In contrast, these accounts are audited
by the office of the CAG and submitted to the PAC through the honorable President of the
country as part of the constitutional requirements.

4.4 What are the limitations of the existing PSA reporting?

The study tries to identify the limitations of the existing PSA practice in line with the legal
and regulatory framework. However, the Public Sector Accounting Practices in Bangladesh
do not adhere to the accrual basis of the accounting system (Rajib et al., 2019; Wang &
Miraj, 2018), which has already gained international acceptance for reporting PSA. They
need help implementing the pure accounting concept of reporting and recording non-current
assets and liabilities of government financial transactions. The public sector primarily relies
on financial assets and needs non-current assets, so using cash-based accounting becomes
problematic. In this respect, participant [Addl. CGA-Accounts & Procedure] stated as:
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Unlike the private sector, we do not possess non-current assets and lack inventory. As
you know, our holdings consist solely of financial assets. What constitutes the finan-
cial assets of the government? Financial assets refer to instances where the govern-
ment allocates its funds. For example, if one considers a housing, computer, or car
loan, these would be categorized as government investments or financial assets.
[Addl. CGA-Accounts & Procedure]

The modified cash basis of the accounting system, in which the reporting entity incorpo-
rates the financial assets and some financial liabilities in its balance sheet, is the method
used in Bangladesh's public sector for accounting practices. As for the fixed assets, the
reporting firm does not supply any details. The study also discovered a deficiency of quali-
fied accounting staff with IT expertise in Bangladesh's public sector. This presents a practi-
cal problem in the form of software transaction failures and delayed money deposits, which
result from the necessity of combining these two parts simultaneously. In this regard, the
two most senior participants expressed their views:

To enact reforms in this domain, technical and IT-based skills, along with the profes-
sional expertise of the workforce, are imperative. This necessitates a workforce
proficient in both accounting and [T-related competencies. [Ex-CGA]

Our existing software falls short of recording certain transactions. However, our
objective is to encompass all transactions within the iBAS++ system. Nonetheless,
manual transactions persist. [Consultant, iBAS++ project of SPEMP]

At present, three commercial accounts are no longer included within government accounts,
and general financial statements are no longer compiled as per the requirement of the
Account Code and Section 7 of the Comptroller and Auditor-General (Additional Func-
tions) Act, 1974. Thus, Bangladesh's government accounts consist of four appropriation
accounts and one financial account. Therefore, the current 'Government Accounts' frame-
work comprises five accounts - four appropriation accounts and one finance account (Rah-
man, 2021).

4.5 What is the position of the existing PSA system in comparison with Inter-
national Standards such as IPSAS?

Bangladesh's existing public sector accounting practices depend on the existing legal
framework. Article 17 of Account Code Volume-I stipulates that the PSA or government
accounting system should adhere to the cash basis of accounting, with exceptions for
certain items due to or due from the government. That is why the present accounting also
records some financial assets and liabilities, such as GPF interest, loans to government
employees, and third-party guarantees on behalf of government entities. Hence, partici-
pants of the interviews claim that a modified cash basis of accounting is utilized in main-
taining the Consolidated Fund and Public Account of the Republic in Bangladesh. Partici-
pant [Addl. CGA-Accounts & Procedure] argued that while we follow the cash basis of
accounting, there is also a need to report the financial assets and liabilities of the govern-
ment, which falls under the scope of the modified cash basis of accounting. Participants
responded in this favor as follows:

The account shows what the government earns, pays, and balances, referred to as a
finance account. The issue is that we are adhering to a cash-based accounting system.
Unlike the private sector, we do not have non-current assets ...... that is why it is
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referred to as a modified cash basis of accounting, not a hundred percent cash basis of
accounting. [Addl. CGA-Accounts & Procedure]

This finance report is only a portion of the four accounts prepared by the corporation.
...... A general-purpose financial statement must be prepared if one wishes to follow
the cash basis IPSAS. We are not currently preparing cash receipts and payment
accounts. [CAFO-PM s Office]

However, due to the introduction of the Budget and Accounting Classification System
(BACS) on July 1, 2018, and the decision to comply with the International Public Sector
Accounting Standards (IPSAS) Cash Basis, the Finance Accounts for the financial year
2018-19 are being presented in a new format prescribed by the Comptroller and Auditor
General of Bangladesh, with the approval of the President. In this respect, participants
argued that the present practice aligns closely with the requirements of IPSAS cash basis
but is yet to be declared by the government. The response of the participants is as follows:

In our country, we are dedicated to adopting an accrual basis. Our present practices
align closely with IPSAS, although we encounter certain limitations in presenting
accounts. We are actively addressing these challenges to enhance the quality of our
accounts' presentation. [CAFO, Pension & Fund Management]

The newly prescribed Finance Accounts contain five statements, and the first two
statements are prepared following the standards of IPSAS Cash. The third statement is
prepared in compliance with the provisions of the Constitution and other legal require-
ments. The fourth statement provides information on financing activities. Finally, the fifth
statement shows all financial assets and liabilities as required by Article 94 of the Account
Code, Volume 4 [Consultant, iBAS++ Project].

4.6 Who are the regulatory authorities that regulate the existing practice?

The specific regulations govern the functions and responsibilities of the relevant authori-
ties within the PSA system. However, the CAG has an independent role under the constitu-
tion. CAG's responsibilities include comptrollership and independent auditing of govern-
ment accounts. Sending audit reports on government accounts to the Parliament via the
nation's honorable President is the only duty assigned to the CAG. Overseeing the nation's
whole financial management, which includes accounting, budgeting, and planning, is the
Ministry of Finance (MoF). The MoF plays a crucial role in the government process when
establishing the nation's annual budget, particularly the revenue budget. However, creating
the development budget, or ADP, is under the Ministry of Planning (MoP) (ADB, 2020).
The Office of the Controller General of Accounts (OCGA), which acts as the government's
accountant, is responsible for maintaining and recording government accounting, as well
as preparing government accounting reports, such as the finance and appropriation
accounts of the government (Islam, 2020; Islam, 2017). In this respect, interview Partici-
pant [Ex-CGA] opined as follows:

“If anyone sees the core government of the public sector as our central budgetary
government or core government and its accounting... ... is regulated and operated as
per the constitution. Article 131 of the constitution mandates that the CAG ... ... that is
the reporting of the country's public sector or core government. OCAG has given us
two prescriptions. OCGA functions as an accountant for the government. whereas the
MOoF plays its administrative role over them.” [Ex-CGA]
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On the other hand, The National Board of Revenue (NBR) collects government revenue
through taxation. At the same time, the Bangladesh Bank (central bank) serves as the
country's banker and is tasked with maintaining the Treasury Single Account (TSA). The
Bangladesh Planning Commission also plays a vital role in managing the country's
foreign-aided projects. Additionally, the Parliament's Public Accounts Committee (PAC)
plays a crucial role in ensuring financial accountability for the executive's expenditures
based on the audited reports of the CAG (Rahman, 2014). The interrelationship among the
public sector authorities is crucial to ensure the country's effective financial management, as
effective financial management is the precondition of transparency and accountability of
PFM, which is possible if a proper PSA system is implemented. The relationships and
functions of these critical PSA players are depicted in the following Figure 1. The researcher
developed this framework based on the discussion with the interview participants, the
websites of the respective authorities, and content analysis of the relevant documents.
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Figure 1: Relationship and responsibilities of PSA authorities
Source: Compiled by Author

The government offices relevant to Bangladesh's public sector accounting are summarized
in the above figure, along with their roles, duties, and jurisdiction.

4.7 What legal framework governs PSA's existing practices?

A comprehensive grasp of the existing regulations is essential for understanding the bound-
aries of legitimacy in government accounting practices. These regulations encompass the
Constitution of the People's Republic of Bangladesh, the Comptroller and Auditor General
(Additional Functions) Act, 1974, and the Account Codes (Volume I-IV). When the
interview participant was questioned about the legal authority of the government accounts,
the Participant (Ex-CGA) stated as follows:
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If anyone wants to understand government accounts, they have to see the source docu-
ments or authority of the government account. The central authority is the constitution
of Bangladesh, the Auditor-General Additional Power and Function Act 1974, The
Auditor General Additional Power and Functions Amendment Act 1975, the Audit
Code and Audit Manual, etc. These are the authority of government accounts.
[Ex-CGA]

Participants also conveyed that the Account Codes (Volume I-1V), issued by the CAG with the
endorsement of the esteemed president of the country, stand as the exclusive set of regulations
regarded as accounting standards and practices for government accounting. These codes are
specifically tailored to oversee accounts within Bangladesh's budgetary central government.
The participant (Director-FAPAD) was asked about the scope of the application of the legal
framework within the public sector entities, and he expressed the opinion:

Now [ would like to talk about our account code, which we have only for the budgetary
central government. There is a provision written within the account code that these
account codes are used only for the budgetary central government ...... Then this
volume guided us on recording the transactions by classifying them into the major and
minor heads. [Director-FAPAD]

Account Codes (Volume — I: General Principles and Methods of Accounts; Volume — II:
Treasury Accounts; Volume III: Departmental Accounts; Volume IV: Accounts Kept in
Accounts Offices) that the CAG formulates accounting standards based on the constitutional
stipulations governing accounting within Bangladesh's PSA. The following Figure 2 depicts
the PSA legislation in Bangladesh, which shows that the constitutions of the Republic of
Bangladesh are the foundation of all laws, rules, and regulations of the country relating to the
PSA practice. Other laws, such as the Comptroller and Auditor General (Additional Functions)
Act, 1974, and the Public Money and Budget Management Act, 2009, are considered the prime
acts governing financial management, including audit and accounting of the country. Under
these regulations, other rules, account codes, and guidelines issued by the OCAG, MoF, and
relevant authority, with the approval of the country's president, are considered the accounting
standards and guidelines of the PSA in Bangladesh.

Constitution

CAG's (Additional Functions)

Act, 1974
Public Money and Budget
Management Act 2009
Appropriation Act

T
Account Code Volume -ItoIV

General Financial Rules 1947 (Revised in 1998)

Treasury Rules 1944 (Revised in 1998)
Audit Code 1938 (Revised in 1999)

Military, Railway, Postal Account code
CPW-A Code
Project Accounting Manual
ADB/World Bank Format

Figure 2: Legal structure of the PSA
Source: Compiled by Author
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The constitutions of the Republic of Bangladesh (Part II: Legislative and Financial Proce-
dures; Article 80-92 and Part VIII: The Comptroller and Auditor General; Article 127-132)
are the foundation of all laws, rules, and regulations of the country relating to the PSA
practice. The response of the participant in this regard is presented as follows:

We have many courses, if you say legitimate, we have the constitution from articles
128-132, the Budget Management Act 2009, the Comptroller General Additional
Function Act 1974, and the accounts code (Four Volume of Account Code). These are
the legal frameworks we use to legitimize accounting practices. [CAFO-PTnT]]

Articles 80-92 of the Bangladesh Constitution provide guidelines for the financial manage-
ment of the public sector (Islam, 2015). Article 127 stipulates that the office of the Comp-
troller and Auditor-General (CAG) shall audit all government expenditures and present
reports on public accounts to the President, who will subsequently present them before
Parliament (Saleh, 2021). However, Article 128(1) states that the public accounts of the
Republic all courts of law and all authorities and officers of the Government shall be audit-
ed and reported on by the Auditor-General. For that purpose, he or any person authorized
by him in that behalf shall have access to all records, books, vouchers, documents, cash,
stamps, securities, stores or other government property in the possession of any person in
the service of the Republic. And Article 131 relating to the Form and manner of keeping
public accounts and expressed as “The public accounts of the Republic shall be kept in
such form and in such manner as the Auditor-General may, with the approval of the Presi-
dent, prescribe.” Article 132 of the Constitution of the Republic states that the reports of
the Auditor-General relating to the Reports of public accounts of the Republic shall be
submitted to the President, who shall cause them to be laid before Parliament.

On the other hand, the Comptroller and Auditor General (Additional Functions) Act, 1974, and
the Public Money and Budget Management Act, 2009, are considered the prime acts governing
financial management, including audit and accounting of the country. Section 4 of the Comp-
troller and Auditor General (Additional Function) Act 1974 stipulates that the CAG prepares
annual government finance and appropriation accounts. In alignment with this constitutional
mandate, the government of Bangladesh promulgated the "Public Money and Budget Manage-
ment Act, 2009 (Act No. 40 of 2009)." The public financial management of the Bangladeshi
government is overseen and regulated by the provisions of the PM&BM Act 2009. Other rules,
account codes, and guidelines issued by the OCAG, with the approval of the country's
president, are considered the accounting standards and guidelines of the PSA in Bangladesh.
Adhering to the prescribed account codes is imperative for public sector entities, as they facili-
tate the accurate documentation of government financial transactions. Compliance with these
standards is obligatory for all government entities. However, there are few deviations in
practice within the government entities compared to the budgetary central government, and
they need separate accounting guidelines. Participant opined as-

Other than this, some departments have different systems, such as roads and highways,
works, postal, public health engineering departments of the local government, and forests.
Their accounting system little bit differ from the civil accounts and that is why they need
separate accounts guidelines. Such as the Military account code, the Railway account code,
the Postal Account code and the CPW-A Code. [CAFO-Housing & Public Works]

On the other hand, the General Financial Rules (GFRs) are rules and instructions issued
and apply to government revenue and expenditure matters, sometimes known as public
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finance. GFR was initially published in 1947; these were later updated and reissued.
Bangladesh revised and issued a new GFR in 1999. On April 1, 1937, the Government of
India Act 1935 introduced the Federal Government Treasury Rules. These rules primarily
oversee treasury operations and government funds' receipt, custody, and disbursement. The
most senior participant [DG-Civil Audit] opined as:

Other laws like the General Financial Rule (GFR) and the Treasury Rules (TR) also
work as sources of the government's financial management. So, this is the area of the
legitimacy of the government accounting practice. Since it legitimated the practice,
every point of accounting recording must follow the guidelines. [DG-Civil Audit]

The Reforms in Budgeting & Expenditure Control Project played a role in updating the
treasury and subsidiary rules to align with the country's evolving trends. The President
authorized the finance minister to approve the updated Treasury and Subsidiary Rules. The
modified set includes Treasury Rules, Subsidiary Rules, and Executive Instructions and
Orders, accompanied by appendices and forms. CAG or the person authorized by him is
empowered to issue departmental account codes, manuals, or guidelines necessary for the
accounting practice of such departments. The nature of public service providing activities
of some departments of the public sector entities are not similar of the budgetary entities of
the government. As a result, the entities require the different account codes or guidelines as
because of the nature of financial activities. In this respect, participants' opinions are as
follows-

The railway sector ministry of finance provides some rules and regulations.....The
auditor general provided some important direction account codes ( Volume I, 11, 111,
and 1IV), the railway code in that period took over the overall railway financial and
accounting practice, and the Traffic code.[JDG-Railway]

The railway code for the utilization of railway earnings from passenger transporta-
tion, ...code volume I include all railway expenditure. As volume 2 includes all railway
earnings accounts. [ADG-Railway]

So, it is necessary for the entities outside the budgetary entities to have a separate account
code or guidelines as because of their nature of economic activities and the financial trans-
actions. Such different account codes are the Railway Account Code, the Military Account
Code, PWD Account Code, Postal Account Code, Project Account Manual etc. As part of
the broader Financial Management Reform Programme (FMRP), the Transaction Account-
ing System (TAS) was introduced in 2003 (Azad, 2020). The Budget and Accounting
Classification System (BACS) was developed as part of the Deepening of Medium-Term
Budget Framework (DMTBF). The Integrated Budget and Accounting System (iBAS) was
then implemented to facilitate synchronization of budget and accounting procedures. The
latest iteration of this software, iBAS++, unifies budget planning, execution, and account-
ing processes. To enhance the precision of the government's accounting system, a new
classification scheme known as BACS was introduced beginning in the fiscal year
2018-2019 (Azad, 2020; Khan, 2019).

4.8 What are the limitations of this existing legal framework?

Bangladesh has inherited the Account Codes (Volume I-IV) from the British colonial era,
which have been employed in practice as the standards for government accounting or PSA
with some minor adjustments. However, the present circumstances compel us to undertake
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comprehensive reform following the requirements of current accounting practices, as
emphasized by Participants. When the researchers ask about the limitations of the existing
legal framework of PSA in Bangladesh, The opinion of Participant (Consultant, iBAS++
Project) is outlined below:

The Account Codes that the CAG issues are considered the public sector accounting
standard in Bangladesh... ... Still, the account code was given many years before the
Public Money and Budget Management Act in the British period. Later, it reformed a
few issues within this code in 1982 and 1998 but made some updates in line with
IPSAS in the recent period starting from 2018. [Consultant, iBAS++ Project]

The practice of public sector accounting in Bangladesh depends on the current rules and
regulations issued by the competent authority to administer and control the PSA. However,
the study found that the regulations and guidelines used in practicing accounting in the
public sector are backed by the fundamental regulations and guidelines issued by the
British-Indian government of the subcontinent. So, it is time to reform the existing regula-
tions and legal framework of PSA in Bangladesh. As a result, it would be more suitable to
accept the internationally accepted best practices and standards.

4.9 Do institutions properly follow the rules and standards?

Regulations on accounting in the public sector are essential to the practice, leaving no room
for deviation from these regulations. Non-compliance with these regulations in practice is
unacceptable because specific regulations and standards are established by authorities such
as the parliament or individuals authorized by the parliament. However, non-compliance
becomes apparent when the expenditure authorities adhere to these regulations (Khusru et
al., 2021). In this context, researchers asked questions to know the scope of non-compli-
ance of the existing legal framework by the public sector entities; the Participants
(CAFO-Prime Minister’s Office and CAFO-Parliament Secretariate) opined as:

All government units must follow the account code. There is no chance of not comply-

ing with these codes. [CAFO-PMs Office]

The account codes are considered the accounting standards of our present practice. 1
think it has happened because of non-compliance with the rules and guidelines of the
different accounting entities. We have so many audit observations in the financial
reporting of the different entities of the government each year, so we can say there is
proof of non-compliance with the legal requirements. [CAFO-Parliament Secretariate]

4.10 How could we improve the existing practices under the current legal
framework to meet international standards?

The participants opined that the existing regulations required a comprehensive reform to
adopt internationally accepted accounting practices in the public sector, such as IPSAS. As
aresult, the financial statements or reports prepared by the Bangladeshi public sector could
gain more acceptance by the local and foreign stakeholders by improving the quality of the
financial information. The legal standards should align with global benchmarks such as
IPSAS (Rahman, 2021; Islam, 2020). In line with the perspective of Participant is
expounded upon below:

We refer to it as legal requirements for legal matters, not legal barriers to compliance.
We must meet all the requirements when aiming to adhere to international standards
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like IPSAS. In this scenario, it would become part of the forms and methods of
practice. A critical matter, such as a country's requisites, should align with the
international requirements. [Ex-CGA]

Participant (DG-Civil Audit) expressed the notion that vigilance regarding the measures
undertaken by the authorities to augment existing practices is vital for improving indige-
nous competencies and capabilities. The outlined concern is as follows:

We should understand the authorities' steps to enhance the current practice. For
instance, enhancing technology and amending rules and regulations should be done in
consultation with professional accountants or IPSAS experts. This ensures that reform
projects are sustainable and deliver value for the taxpayer's money. [DG-Civil Audit]

However, the Account Code, comprising four volumes, was initially issued on December
23, 1938. Following the creation of Pakistan, a revised version of the account code was
introduced in 1947, which Bangladesh later adopted in March 1983. The account code
remained unchanged despite subsequent changes in the government's account management
structure after 1985. In 1991, CORBEC was established to oversee budget and account
management. Funded by the British government, RIBEC proposed budgeting and expendi-
ture control reforms, which involved account code modifications. Now, it is time OCGA
should play its role mandated by the constitution to reform the legal framework. Participant
opined as:

The CAG must undertake these duties to set the forms and methods of the government's
accounts as authorized by the Constitution. They should initiate action in coordination
with the government, demonstrating heightened professionalism and a clear vision.
The office of the CGA should be equipped with additional professional experts through
comprehensive training on international best practices, such as IPSAS. Development
partners or donors should provide ample financial support for numerous accounting
reform projects. [CAFO-Health]

The administrative authority of the government, particularly the Ministry of Finance
(MoF), should give adequate financial and other support to increase the professionalism
and skill of the OCAG and OCGA personnel through training. Development partners must
also contribute to the transformation of the present legislative framework.

5. Conclusion

The Constitution of Bangladesh empowers and mandates the OCAG to establish formats and
procedures for public sector accounting. This office is empowered to develop rules, regula-
tions, and guidelines, subject to approval by the honorable President of the country, to govern
accounting activities within the public sector of Bangladesh. The responsibility of OCAG is
to submit audit reports on government accounts to Parliament. The Ministry of Finance (MoF)
manages the country's comprehensive financial management, including planning, budgeting,
and accounting. The Controller General of Accounts (CGA) is the government's accountant
responsible for preparing the accounting reports for the government of Bangladesh. The
CGA's role is to record and maintain government financial activities and prepare government
accounting reports, such as compiling and preparing the government's finance and appropria-
tion accounts (Islam, 2020; Islam, 2017). The National Board of Revenue (NBR) collects
government revenue through taxation, while the Bangladesh Bank, functioning as the central
bank, serves as the nation's bank. Its responsibility is maintaining the country's Treasury
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Single Account (TSA). Conversely, the Bangladesh Planning Commission is vital in oversee-
ing foreign-aided projects. Alongside these functions, the Public Accounts Committee (PAC)
ensures financial accountability by assessing the executive branch's expenditures based on the
reports provided by the Comptroller and Auditor General (CAG).

The primary guidelines governing PSA practices in Bangladesh are enshrined in the consti-
tution, which outlines the legal framework for the accounting profession in the public
sector. Furthermore, the government accounting rules are formed by the CAG and
approved by the honorable President. These rules, such as Account Codes volumes I
through IV, are considered authoritative for the practice of PSA in Bangladesh. Bangla-
desh's Government Accounting framework governs the structure of accounting offices and
the relationships among accounting segments. Apart from these, other laws, regulations,
and guidelines are considered authoritative in the practice of accounting by the government
of Bangladesh. Such as the Comptroller & Auditor-General (Additional Functions) Act,
1974; the Public Money and Budget Management Act, 2009; General Financial Rule
(GFR), 1998; Treasury Rule (TR), 1998; and Audit Code 1999 and Manuals of audit and
account, etc. The study also highlighted that the Bangladeshi public sector accounting
(PSA) system is rooted in the British-Indian cash-based approach. The legal framework
that governs accounting practices in Bangladesh has been adopted from the British legal
framework formulated more than two hundred years ago. Occasionally, a few updates took
place on demand of the practice. However, a comprehensive reform is required to form
new regulations for accounting practice. So, the new rules and regulations will facilitate the
adoption of international accounting best practices such as IPSAS within the PSA in
Bangladesh. However, the study found that the government has issued new guidelines for
the precision of the government's accounting system. A new classification scheme, BACS,
was introduced in fiscal year 2018-2019.

The study recommends that the authorities reform PSA's regulatory framework by revisit-
ing and modernizing existing regulations to align them with international standards, such
as those established by the International Public Sector Accounting Standards Board
(IPSASB) and the International Federation of Accountants (IFAC). Adopting these
standards aims to achieve practice harmonization and improve comparability among the
governments of various nations.

The research documents the legal and regulatory framework governing public-sector
accounting procedures in Bangladesh, which has multiple practical implications for schol-
ars studying public-sector accounting. Stakeholders, particularly executives in the federal
government and policymakers, must comprehend the significance of revising or creating
new regulations and guidelines for PSA in Bangladesh. Universities and other research
institutions in Bangladesh and worldwide can greatly benefit from this important informa-
tion in their teaching and research efforts.

In order to comprehend the legal and regulatory framework that oversees PSA operations
in Bangladesh, this study used a qualitative methodology, providing a concise synopsis of
the legal system. This study solely considers the current legislative framework in Bangla-
desh's public sector domain and restricts its scope by employing the qualitative research
approach. Nonetheless, further research can be done in the future to provide a more
comprehensive picture and comprehension of the particular problems with PSA. A quanti-
tative or mixed methodology might be used to carry out additional research. Additionally,
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the analysis solely takes into account the current legal system. A comparison analysis can
be carried out to investigate the differences between current legal frameworks and interna-
tional standards like IPSAS.
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