Memorandum of Understanding among NRB, ICAN and ASB
Signed on 16/07 /2018

This Memorandum of Understanding (MOU) is signed among the Nepal Rastra Bank (NRB). the Institute
of Chartered Accountants of Nepal (ICAN) and the Accounting Standards Board, Nepal (ASB- Nepal)
hereinafter collectively referred to as ‘Parties’ to recommend a format with minimum disclosures for the
general purpose financial statements prepared by commercial banks (Entities) to facilitate uniform and
harmonized financial reporting under Nepal Financial Reporting Standards (NFRS). Each of Party is being

referred to individually as the “Party” and jointly as the “Parties”.

PREAMBLE

Whereas, ASB Nepal had issued NFRS and the same was pronounced by ICAN in 2013 making it effective
for the commercial banks from the FY 2015-16. ASB Nepal had also developed Draft Model Financial
Statements for commercial bank which was sent to NRB and Nepal Bankers’ Association (NBA) for

comments.

Whereas, NRB has also issued number of directives relating NFRS compliant financial statements of commercial
banks and was felt necessary for coordinated effort between and among parties for issuing recommended format

for effective implementation of NFRS.

Whereas, nhow NRB has recently developed the format of financial statements for commercial bank
with minimum disclosures by also reviewing the draft model provided by ASB Nepal. Following the discussion
on the format with representatives of parties and NBA for inputs in recently held workshop, it was mutually
concluded to finalize the format after incorporating comments earliest possible and modality for way and
means to introduce such format in a particular unified manner through coordinated effort of parties including
the signing of this MOU.

NOW, THEREFORE, in consideration of the premises and mutual covenants herein set forth, the

MOU witnesses as follows:

1. NRB. ICAN and ASB Nepal were involved in developing a "Recommended Format of General Purpose
Financial Statements (Format) for Commercial Banks’ under NFRS and it is put on record that

consultation and inputs have been obtained from NBA.



2.

6.

Upon concurrence by the Parties. ASB Nepal will propose the format to 1CAN for issuing it as
Recommended Format of General Purpose Financial Statements for Commercial Banks’ and
for NRB of its part will concur and direct all entities to use the format issued by 1CAN. Considering
the urgency of matter, competent authorities of NRB, ICAN and ASB Nepal will complete all due
process for concurrence by 16t July 2018. True copy of formally concurred format will be signed

by representatives of respective parties and each will retain a true copy for record.

Subsequent changes in this format will be discussed among the parties to this MOU and finalized
through due process, and amendments, if any. will be issued after completing similar procedures as
described in para 2 above. Such amendments will be considered with high priority by respective

party at its highest level of authority.

Notwithstanding anything contained in para 3 above, NRB can make minor amendments in format
prescribed in its directive in case of urgency of the matter and the approval of financial statements
to the entities could not be issued in the absence of the amendment in due time. However, NRB
shall subsequently notify the parties of such amendment made by it and call a joint meeting to

discuss and resolve the matter and make amendment in the format issued by IC AN.

Challenges encountered during the implementation of NFRS shall be raised by NBA through a
formal submission to parties (through either of the party and preferably through ICAN). Such
submission shall provide details of the matter, challenges encountered during implementation,
justification why the standards cannot be implemented, when there would be preparedness to
comply with the relevant standard and possible solution. The parties shall discuss the issues with
the prevailing NFRSs considered necessary on case to case basis. If it is impracticable to implement
the provision of the standards, NRB shall request ASB to carve out of such provisions along with
the period of such carve-outs. ASB shall accordingly recommend ICAN to formally pronounce

same for implementation.

Minute for all formal decision will be made by NRB and copy will be retained by ASB Nepal
and 1CAN. This MOU will remain valid until such time when it is not felt necessary to

continue this MOU.



