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Between
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And
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This MOU sets the terms of understanding between the Institute of Chartered Accountants of Nepal
(herein and after called as ICAN) and Nepal Oil Corporation (herein and after called as NOC)
while partnering for “Application of Nepal Financial Reporting Standards (herein and after
called as NFRS) in NOC” funded by the Integrated Public Financial Management Reform Project
(IPEMRP).

1. Preamble
Whereas, Section 11 (m) of Nepal Chartered Accountants Act, 1997 has mandated ICAN to
monitor and regulate so as to ensure the compliance of Accounting Standards as part of its
functions, duties and power, ICAN intends to support one state owned entity to achieve compliance
to NFRS, a financial reporting framework in Nepal;

Whereas, NOC, a State Owned Entity registered as company that requires complying with NFRS
as mandated by Section 108 (2) of Company Act, 2063 aims to comply with NFRS and reflect it
in NOC’s audited financial statements and build a permanent mechanism to support compliance to
NFRS in future by revising it’s policies and practices, agrees to work in partnership with ICAN;

Whereas, both parties to MoU agrees that it is indispensible to develop permanent mechanism for
sound financial reporting of State Owned Enterprises and to set the clear mechanism for strong
monitoring of performance by SOEs themselves, by Sector Ministries, by the Ministry of Finance, and
by the Government of Nepal contributing thereof to the public financial management;

Whereas, above goals will be accomplished by undertaking following activities;

a. Analyze gaps in implementation of NFRS by NOC; and
b. Support on Implementation of NFRS in NOC.

for which roles and responsibilities of parties to the MoU are listed in section 2 and 3 of this
MoU.

2. Roles and responsibilities of ICAN
2.1 Roles and Responsibilities of ICAN relevant to the activity la of this MoU:

a. Analyze all relevant aspects - NFRS and related interpretations applicable to NOC, system
of bookkeeping, accounting and relevant policies / procedures, information system |
software etc., including review of existing chart of accounts and identify necessary reforms
to adopt NFRS by NOC;



b.  Assess the correctness, accuracy and completeness of accounting transactions, account
balances and disclosures in financial statement by analyzing all relevant factors such
as business operation, contracts and commitments, accounting entries of the
corporation and identify appropriate action to minimize these deviations;

c. Access whether policies and procedures adopted and financial resources allocated by
the corporation are adequate to support implementation of NFRS and identify resources
gap and requirement of necessary reforms in policies;

d. Carry out other needful activities to suggest best course of action with specific
activities to implement NFRS by NOC immediately and in long term; and

e. Provide a report based on above procedures with recommendations for immediate action
to implement NFRS and report containing recommendations for long term action to
build a sustainable system within the corporation that is compatible for NFRS
implementation in future.

2.2 Roles and responsibilities of IC AN relevant to activity Ib of this MoU:
a. Suggest use of suitably qualified third party by NOC for availing itself with different
professional and technical services necessary in course of compliance to NFRS;

b. Support in mitigation of gaps identified as per 2.1 (e) above;

c. Assist entity’s management to recognize, measure, present and disclose the elements
of financial statements (Assets, Liabilities, Equity, Income and Expenses) as per the
requirement of NFRS;

d. Assist entity’s management at arriving significant judgment and making estimates relevant
for compliance to NFRS;

e. Suggest cost effective course of action while undertaking various tasks with objective
of complying with NFRS;

f.  Support in preparation of NFRS compliant financial statement on entity’s behalf on
basis of information and records made available by NOC management i.e. in preparation
of necessary numbers of following statements in respect to different fiscal years as
required by NFRS;

i.  Statement of Financial Position;

ii.  Statement of Profit or Loss and Other Comprehensive Income;

iii.  Statement of Changes in Equity;

iv. Statement of Cash Flows;

v.  Notes, Summary of Significant Accounting Policies and other Explanatory
Information;

vi.  Reconciliation of different statements reported under previous reporting
standards/ practices adopted and in accordance with NFRS as required by
NFRS on First Time Adaptation;



3. Roles and responsibilities of NOC:

a.

Provide unrestricted access to books of account supported by accounting entries, ledgers

and relevant supporting documents, manuals, policies, decisions, information,
contracts and explanation in required manner relevant to discharging roles and
responsibilities of ICAN as per this MoU;

Make available the latest audited. financial statement, management certified quarterly
financial statements and other financial reports of corporation, its subsidiary and
other companies relevant for compliance to NFRS;

Take necessary measures to comply NFRS as per the suggestions provided in
section 2.1 of this MOU that may include activities, but not limited to, listed as
under:

i.  To recognize, measure, present and disclose the elements of financial
statements (Assets, Liabilities, Equity, Income and Expenses) as per the
requirement of NFRS;

ii.  Inclusion of omitted accounting transactions, account balances and
disclosures in the financial statements;

iii.  Make interim management decisions to support NFRS implementation;

iv.  Initiate reform in policy/procedures, revision in chart of accounts,
changes in system of bookkeeping, information system/ software to comply
with NFRS in future;

v. Initiate reform in information system/software to timely capture all omitted
entries/transactions/events  relevant to NFRS implementation in
systematic manner; and

vi. Make arrangement of relevant human resources in different
components of the Corporation for effective implementation of NFRS.

d.  To have valuation of assets and liabilities necessary for NFRS implementation;

e. To use suitably qualified third party for successful completion of assignment under
this MoU;

f.  Arriving at significant judgment and making estimates relevant for compliance
to NFRS;

g. Adoptand legally endorse NFRS compliant financial statement, subject to statutory
audit’s adjustments and remarks, prepared on successful completion of
assignment under this MoU;

h. Necessary coordination with 1CAN to discharge duties as per this MoU;

i. Make arrangement of necessary budgets, human resources and other resources
to discharge duties under this MoU;



j. Provide a workstation at its central office, unrestricted access to its books of
account supported by accounting entries, ledgers and relevant supporting
documents; and

k. Assign competent/responsible employee of NOC as point of contract for the
assignment.

4. Duration and effectiveness of MOU:
This MoU will end at earlier of the following dates;

1. NFRS compliance in NOC substantiated by audited financial statement
of NOC; and

2. Termination or closure of the Integrated Public Financial Management Reform
Project (IPFMRP)

This MOU is at-will and may be modified or terminated by mutual consent of authorized
representatives of ICAN and NOC. This MOU shall become effective upon signature by the
authorized representatives and will remain in effect until the assignment under la and Ib of this
MoU are successfully delivered, or this MoU terminated by ICAN or NOC by mutual consent.

5. Use of third parties:
Both parties may use suitably qualified third party as their representatives for execution of their
respective roles and responsibilities.

6. Settlement of disputes:
Disputes as to the interpretation and application of provisions of this agreement shall be
settled in accordance with laws of Nepal.



