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Directive 04: Provisions Relating to Accounting Policies
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Nepali authoritative text
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Controlled English translation

Provisions Relating to Accounting Policies and the Format of Financial
Statements

Legal unit

Nepali authoritative text

59U AR 7. 8 /0¢R
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Controlled English translation

Directive No. 4/2082
Provisions Relating to Accounting Policies and the Format of Financial Statements

In exercise of the authority conferred by Section 79 of the Nepal Rastra Bank Act, 2058, the following directives are issued
concerning the accounting policies and format of financial statements to be observed by Class ‘A’, ‘B’ and ‘C’ licensed

institutions.

¢ 1. Provisions Relating to Financial Statements

Nepali authoritative text

SIATSIAUARIAIIT Gl QgTae| TUagT TN i afaoT TR RIS |

() ST aT: ST D T HTel (LGS TP HTST ¢ TR ST TP STHR AHATEHAD | ST elTs TS| T

Y Y A O o . W

(@) 79 dopet AT SraTelTs JEHIP SraT (Statutory Form) &Y AT AU AT gieXoT g et didbe! orar T aferf 3TgaR
\1 N |

(7T) qREAT ST ATQUTSHT STTEROT: A afeRoT Aurer afqad Rafdeam (NFRSs) S8R TR IRIWRAS| NFRSs o FHTIAT
TRST FETTT STIICI TAT AGGTH (IFRSs) 918 STEMReDT TUAT AJIS|

(&) aETa A Aot qXTaT: P! GaaHeT T A iia ST AEmadesoT Tu- Heus! qiduia afaor arule
QATIGT GHATHTHT TBTAIRT T HY qoaiaT dqarseHT Sigamaie IS | @18, afqd Saqre! gieoT, J7wT a7 Tegre!
gfaRoT, afg ST afaRoT (Statement of Comprehensive Income), T¥1& TXETE ITeRUT, SHATCHT 9T GRIITTehT 1T,
AR 7. 2 THA DT GSTIP Y ATelionT T [UIE AR Fadhie THCIRFAI | GeXieTHT 3 Tt Al §gT THa-e 8, 093

A TPt FHIHIT ST [Tl TRIIs |
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TP ATCATBIIHD e TP qLATIGTD T ST JEGHT TN TRGIAS |

(¥) SR T [XATIGTAT G STaerfohT LA 14, PLAATITITET G, STIDL oI FHILOT B T ARFTRI
AT FATIAT US| (AT STRETT 0T IR&ET Annualized EPS Q& IRIIAS|

() STUHT S T[T AAETHT GURIAHTOT TRA AT T A5 @IS JU/FT T TR ST R

A A A

IR IR 3 WA FFHAS” I HeAIe TEIID|
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(&) T, T, R qer AR uNe TRITHT aftomT qEageTTel THIH FHAS TR i RaideTHT Bl qRAT
FHILT GHTTs SIS HRATe! TS|

(@) Tg TR (LIS THITHT G TR AGTSH, AATSH T4 QGNP L0T TRITHT BT, A8 o Tad FHICE!
g I TR A ATIR0T (P LOTRT SN AL LINT TR U156 | 3TF ARSI afeT/BREaTerss T
a7 7 RHTRI TI TLATS, BRI TT IR0 GHIE T TR 7 AR g8, T8 ARG TEEAT ARIATTeTs aren
QAT A 871

(&) SIS (ISP oIl AT T TRIATTo! GHYTPT SN [ASTADT AT ST @ 10T TR T e QAT
A 81

(1) BFeT T AT TRIARET T AUTS: G ARSI T e U1 61 &1 BT TG A Geh! @ reamT dRaE 7 a1s+
B T STIGAID! ‘ST AMRTHHI ST F Y RS AT TR FH S|

(37) IRET A afeoT T EU: QUGS a18d @TuIEEuIs| TaR QA e, Taaae—e! Sard T Qg
ST TR U ST TR AR TIX0T SR Iy GHTYT UG 11 Fe TG Galdhaie! eINTH SHea-er gueiaeyor
FIAWTHAT G TIWRAS | IR GRITFT0T Faer TR ST FArS T 7R FeFT9E, a7 737 49 96 1 JeHT

g8 AT, ST EHEUT THUT RIS | GHTIISIIT GiIa JfaRoT, ST sRaTaIsy 0T qRdide T Long Form Audit Report
(LFAR) SI@TaRIes0T U= 90T 2% SR FHaeit Guridemor afs T dar EuAs | IREfE STeRoTa T Fardais!
ART FI Annual Accounts FHIEIT GURIARE0T AN Foad! iU ATGE TRASP T IIS |

Controlled English translation

A licensed institution shall prepare its financial statements in accordance with the following provisions:

(a) Financial year: A financial year means the period from Shrawan 1 of each year to the end of Ashadh of the following
year. For the year of incorporation, however, the period from the date of incorporation to the end of Ashadh shall be treated
as the financial year.

(b) Prescribed format as the Statutory Form: Financial statements shall be prepared in the format and manner prescribed
by Nepal Rastra Bank.

(c) Compliance with prevailing accounting standards: Financial statements shall be prepared in accordance with Nepal
Financial Reporting Standards (NFRSs). International Financial Reporting Standards (IFRSs) shall be used as the basis for
areas not covered by NFRSs.

(d) Publication of annual financial statements: After completion of audit within the legally prescribed period, the financial
statements shall be published in the annual-report booklet and the booklet shall be updated on the institution’s website. For
public information, the statement of financial position, statement of profit or loss, statement of comprehensive income,
cash-flow statement, statement of changes in equity, capital-fund table under Directive No. 1 and key financial indicators
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shall also be published mandatorily in a national newspaper within the period prescribed by the Banks and Financial
Institutions Act, 2073.

(e) Publication of interim financial reports

(1) A bank or financial institution shall publish its interim financial report (condensed report), including consolidated
financial statements and major financial indicators, in the prescribed format in a national daily newspaper within 15 days
after each quarter-end, and provide one copy to the Banks and Financial Institutions Regulation Department and the
concerned Supervision Department. The detailed interim financial report shall be posted on the institution’s website in the
prescribed format, and the newspaper report shall disclose that fact. The condensed report for the fourth quarter shall,
however, be published within 30 days after the end of the financial year.

(2) An interim financial report shall be published only after mandatory certification by the internal auditor.

(3) At each financial year-end, differences between the unaudited interim financial report and the audited financial
statements, together with the reasons, shall be published in a separate page of the annual report in the tabular format
prescribed by Nepal Rastra Bank.

(4) An interim financial report shall include employee bonus, employee-related expenses, income tax, all other expenses
and regulatory adjustments for the period. Annualized EPS shall be published when calculating earnings per share.

(5) An unaudited interim financial report shall carry a footnote stating: ‘The final financial statements may differ if the
supervisory authority or external auditor directs additions or deductions.’

(6) Where management fails to make timely adjustments for matters clearly specified in an Act, policy, rule or directive and
this causes a difference in the financial report, necessary action shall be taken against the institution.

(f) Purpose of this Directive: Loans, deposits and other assets and liabilities recognised, measured and presented under the
institution’s accounting policies pursuant to this Directive may be used only for financial-statement presentation. Data,
forms and particulars required to be submitted to Nepal Rastra Bank departments/offices or published under other
directives shall continue to be governed by those directives; this Directive shall not prejudice them.

(g) Internal accounting statements: This Directive shall not prevent a licensed institution from preparing other accounting
statements for internal purposes.

(h) No change to prescribed format or headings: A prescribed heading shall be retained even where no amount is reported
under it, and the prescribed format shall not be altered. Additional headings may, however, be included as necessary within
an ‘Other’ heading in a schedule.

(i) Submission of annual financial statements: The preliminary external-audit report, management’s response and financial
statements prepared in the prescribed format on that basis shall be submitted to the concerned Supervision Department
for approval within three months after year-end. Any amendment directed through off-site supervision shall be adjusted
and the audit completed within four months after year-end, or within a maximum additional two months where an extension
is granted. The adjusted financial statements, final auditor’s report and Long Form Audit Report (LFAR) shall be submitted
to the concerned Supervision Department within 15 days after completion of the audit. Annual Accounts prepared for
approval by the annual general meeting shall be made public only with the consent of the concerned Supervision
Department.

1. (37) IREf AR afaRoT Ty IRFUWRA: RIS a18T A@UIEEUIsT TR RS A, uageg—e! Sars T qage!
FIAWTHT G TS | IRHIRTT GG uuTer HaMer TR GIGAT FH-S T a1 AgHT9E, a1 737G 49 906 97 ST 99
38 AT, SETIEE0T U TRGULS | AT i afaRoT, STaiH oRamieEyuT qRaiae T Long Form Audit Report
(LFAR) S@TaRIeRsoT T30 90T 2% G FHa-eit Guridemor afs T dar US| IRE(e STeROTa T Faidhdie
ARTE FFX Annual Accounts FHIEIRT URIIRE0T AT FeoaT i ATE GRASP TIIS |

R 2. Basis of Preparation and Significant Accounting Policies
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Nepali authoritative text

(&) A afaReT NFRSs TSI TR TRJUAS; NFRSs & THHCHT HHGIAT IFRSs T18 SR dAus|

(@) STUTE SETafeg NFRSs &1 STeliHT T8t GoTaTerds gHiaTe IRid TRIS STaer e TS| e qareE@e afaor
Notes to Accounts 3T Significant Accounting Policies STREHT GTaT TIUS | J@TIa! W aia NFRSs &7 Sfef=ar
TR G ¥ WISda! afaor Notes to Accounts &1 Basis of Preparation 3@ Changes in Accounting Policies AT

SHE TS

Controlled English translation

(a) Financial statements shall be prepared under NFRSs; IFRSs shall be used as the basis for areas not covered by NFRSs.
(b) Accounting policies shall be adopted under NFRSs after approval by the Board of Directors. An explanatory description

shall be disclosed under ‘Significant Accounting Policies’ in the Notes to Accounts. Any change shall comply with NFRSs
and be disclosed under ‘Changes in Accounting Policies’ within the ‘Basis of Preparation’ section of the Notes to Accounts.

& 3. Actuarial Valuation of Employee Obligations

Nepali authoritative text

e T AT ST HAAN TRAT@e ! TG TS (Actuarial Valuation) TRTISET NFRSs 33T aiRIae ! qe@rsdmH
SR TR ST (Assumptions) AJIRAS | SRS AG@TINFEUTEIS T TLHTSH TAT STFHTT LATOT HIIst

Controlled English translation

When obtaining an actuarial valuation of employee obligations, a bank or financial institution shall use realistic assumptions
based on historical data in accordance with NFRSs. The valuation shall be arranged only after such data and assumptions
have been verified by internal audit.

¥ 4. Regulatory Adjustments

Nepali authoritative text

A SIS Ge FATBIETE S T IR G9T GHIET U, 003 T T ST TRIATIH S JeTfs T 3177 HTHT
T dfswhie RUST die! ATHHT JETIHT TRFTSRI THIHS T HTIH THHITS AT ATHIT JTR0T TR T 6]

(&) Tgfeil NFRSs-compliant aftda afaRoT T TR&T Opening Statement of Financial Position TT 3Tafelel! aXwa! i
IO NFRSs SR a3 a1 ST T Gofaiit GATTHT SIHHAT HUHT ¥ aaT Statement of Changes in Equity
AW Retained Earnings &@ T Regulatory Reserve AT SHAT TRIWRAS |

(@) wgfelt NFRSs-compliant afear afeRoT T qaEUSTHT STeLAT SIS Regulatory Reserve AT T&H SIHAT a1 &
RIS

(31)(2) @l qHISIT olETew TRIGHT H{EMT Accrual Basis AT ATIAT G2 T X QU g 81! TS SHEIETE qLae
TITHATSTIR STIHT, LA T8 T (b H1Y (HTERT ST 1Y T GHYNTT GTHTS S ST G P19) AT SHAT THH
FeT T dfehT T Retained Earnings BX@ TR Regulatory Reserve AT SRHT TRIUWAS | €T TS YT HYIST Regulatory
Reserve dTC Retained Earnings AT BRAT TR T B T SR S T THIIT 9UHT 2% R T 70T qaTsel’s
Regulatory Reserve TTUTHT TG QXY g7 Sfdh! AT STHGMISTE geTe gais| [1]

[1] HanterT/Amendment: TR . 23 (F, @, ) Ro¢R/ca, Al Rocd/03/32 (15 July 2026), & SaT ¥ (T)(37)(2) 71 Sod 2«
JIIHAT G 7 3BT 811/ Circular No. 19 (A, B, C), 2082/83 dated 15 July 2026 added the 15-day treatment reproduced above
to Clause 4(b)(A)(1).

(31)() R0\98/20/& UST galed AT Financial Closure g {aeT grace/moratorium-period S@T Accrual Basis AT a@TS®T
% GoTopYuT TRET Yolierd G T H Interest Capitalized Term Loan (ICTL) STREHT STeRT eh@Te@ TIUS | ICTL SXRST
THHATC qLAA HCIust did! 1A Retained Earnings T@ TR Interest Capitalized Reserve (ICR) AT ei@rs@ M
Regulatory Reserve STaGTT TEIURAS | ICTL & 17 UE YYus ICR =TTs Retained Earnings AT GRIRAS| T
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Sefategd, T ST Sl QST T TRHATOT &o G GHIT HUT TTATUTIT HTHT, T 378 GRS AT
GATATHT STTTHT, ICTL AT Wbt THH ICR dTC 928 Retained Earnings AT ORA 98|

I T [aNeRy: (2) o™ ATFar IRaT—Dr Accrued Interest Receivable; Cr Interest Incomel (R) TaTST gSiie<or
TR&T—Dr ICTL; Cr Accrued Interest Receivable; T Dr Retained Earnings; Cr ICRI (®) ag?ﬂéaT—Dr Cash/Bank; Cr ICTL;
T Dr ICR; Cr Retained Earningsl

(3T) AP BT AGTATHAISI Impairment Loss T AR&& 7. * F#IWIR Loan Loss Provision &1 af{ge afaRer ags
EI\'?FIGTIT TR WI NFRSs W impairment Hﬁﬁé’{ﬁ . FHIRST provision HGT HH YT BIh ThH EI'ITEF% TaHT
Retained Earnings @@ I Regulatory Reserve AT ST TGS | NFRSs impairment S6HT dee! TH Regulatory Reserve
9T Retained Earnings AT BRal TRA 6 S|

(%) NFRSs IHISITH Fair Value Through Profit or Loss AT eETe@ TRIUST RTIT a7 3T FHUa T HUSH! unrealised fair-value
gain STEX Retained Earnings @@ T Regulatory Reserve AT SHAT TRIURAS | AT GHIGHST gain 9 &7 fair-value loss
Y G THH IREIP J9T Regulatory Reserve aTC Retained Earnings AT HRaAT A &S|

N N N A

(&) TGS AETse IS 1SS G fof ThAATC QU STIHY, HIHAT T8 T STl P19l ThH el
T dfehT T FHIAT SR TRSPT aTAT Retained Earnings BX@ T Regulatory Reserve AT SFAT TIULAS | S3UCA! dierdl
TP T GIULISTHT QAN TReT AT BRAT TRA G 6|

(3)a ﬁ\"l’ T gfoRuTehT Retained Earnings qQr A q ST ™ WW&%@T{ Deferred Tax Asset IXSX Retained
Earnings @@ I Regulatory Reserve AT AT TRIURAS | IHFTUHMT carrying amount SiCHT HE e b BRAT T 96D |

(%) Merger/Acquisition Wﬂﬁﬁrﬁ' Bargain Purchase Gain &t carrying amount SRTaX I&H RIEEE] HEea IITHAT Retained
Earnings ®{@ TRI Regulatory Reserve AT SFAT TR T T T&H Bonus Shares ST TRA A (XINT TRA G681 Bonus
Shares HaIGAIPT AT SR TTRUTHE R THITETT GURIIHEUT IR S8 IRIUAS; Faiad s ST IHEHH Regulatory
Reserve 9TC Retained Earnings AT BRal TRA 6 S|

(%) Ch{\*-ltiIJ:\I T oETgH TGl actuarial valuation ITE @ i\a a Actuarial Loss Other Comprehensive Income AT ei&T§& Y
A A Retained Earnings & TR Regulatory Reserve AT SHAT TRAWAB | Actuarial Loss SiCHT BC T IH B RAT A
SEdRIS]

(Q) g @@ Profit or Loss AT 9% Other Comprehensive Income RWd a1 st Equity 7T SrETS®H 15 IS equity
heading FUTIH® T IR Retained Earnings &L@ TR Regulatory Reserve AT SHAT TRIUAS | TS olel! aF Tle! &TTHHT
3T HUHT, Regulatory Reserve HTGIHHTWT*TTEI?[W&, Tl 3T IR Regulatory Reserve @'{?TI'\FT Retained Earnings |T
ST TR G B

(@) wrerf Sefeafa aee T guRfdesoT afsmTe AREA et WH Regulatory Reserve AT GHIHISH TIWAS|
(3T) Regulatory Reserve STC Retained Earnings AT BT gt T GT HITHT SFAT HUHT IHHANGE Tl g1 B

(1) T aTT THTET 9T TF Je! GadhaidTed Regulatory Reserve & T&H &{d T U157 81

(&) Regulatory Reserve HT SFHT, & ¥ WXIIdeh1 faoT Notes to Accounts AT GeTHT TRIWAS|

(8) Statement of Other Comprehensive Income T SETSH & ST FTIR0T TRET IRRUTINT I&GHHT 0 [IAAT General
Reserve AT SATAT I dfeh ¢o QAT AT dFaL0T TRGULIS |

Controlled English translation

Dividends may be distributed only from the amount remaining after allocating from net profit, determined under the
adopted accounting policies, the amounts required for statutory and other reserves under the Banks and Financial
Institutions Act, 2073 and Nepal Rastra Bank directives, and after making the following regulatory adjustments.

(a) When preparing the first NFRSs-compliant financial statements, an amount equal to adjustments credited to retained
earnings in the Opening Statement of Financial Position and the preceding year’s financial statements under NFRSs shall
be debited to Retained Earnings through the Statement of Changes in Equity and credited to the Regulatory Reserve.
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(b) In the first NFRSs-compliant financial statements and in subsequent years, amounts shall be credited to or debited from
the Regulatory Reserve as follows:

(A)(1) From loan-interest income recognised on an accrual basis under the institution’s accounting policies but remaining
uncollected, applicable income tax, employee bonus and allocations to statutory reserves (General Reserve and Corporate
Social Responsibility Fund) shall be deducted; the balance shall be debited to Retained Earnings and credited to the
Regulatory Reserve. Upon collection, the amount may be transferred back from the Regulatory Reserve to Retained
Earnings. Interest received within 15 days after the end of the financial year may be deducted from outstanding interest
income when calculating the Regulatory Reserve.

(A)(2) For loans approved and reaching Financial Closure after 2079/10/26, accrued interest for the grace/moratorium
period, when capitalised, shall be separately recognised as an Interest Capitalized Term Loan (ICTL). After applicable
deductions from an amount equal to the ICTL, the balance shall be debited to Retained Earnings and credited to an
Interest Capitalized Reserve (ICR), which shall form part of the Regulatory Reserve. Upon collection of the ICTL amount,
the ICR shall be reduced and transferred to Retained Earnings. For hydropower, solar and other energy projects, this
transfer may be made when 60 percent completion of construction is certified; for other projects, it may be made when

commercial operation begins.

Related accounting entries: (1) At income recognition—Dr Accrued Interest Receivable; Cr Interest Income. (2) At interest
capitalisation—Dr ICTL; Cr Accrued Interest Receivable; and Dr Retained Earnings; Cr ICR. (3) At recovery—Dr
Cash/Bank; Cr ICTL; and Dr ICR; Cr Retained Earnings.

(B) Detailed loan-wise particulars of Impairment Loss under the accounting policies and Loan Loss Provision under
Directive No. 2 shall be prepared quarterly. Where impairment recognised under NFRSs is lower than the provision
required by Directive No. 2, the shortfall shall annually be debited to Retained Earnings and credited to the Regulatory
Reserve. If NFRSs impairment subsequently increases, the increase may be transferred back from the Regulatory Reserve

to Retained Earnings.

(C) An unrealised fair-value gain on an investment or other asset accounted for at Fair Value Through Profit or Loss under
NFRSs shall be debited to Retained Earnings and credited to the Regulatory Reserve. If that asset’s fair-value gain
decreases or a fair-value loss arises, the corresponding amount may annually be transferred back from the Regulatory
Reserve to Retained Earnings.

(D) From the total amount of a non-banking asset recognised under the accounting policies, applicable income tax,
employee bonus and statutory-reserve allocations shall be deducted; the balance shall be debited to Retained Earnings
and credited to the Regulatory Reserve in the year the asset is taken over. It may be transferred back in the year the asset
is sold or put to own use.

(E) An amount equal to the net Deferred Tax Asset relating to Retained Earnings and/or other distributable profit shall be
debited to Retained Earnings and credited to the Regulatory Reserve. A reduction in its carrying amount upon
recalculation may be transferred back.

(F) In the year a Bargain Purchase Gain arising from a merger/acquisition is recognised, an amount equal to its carrying
amount shall be debited to Retained Earnings and credited to the Regulatory Reserve, and may be used only to issue
Bonus Shares. A detailed submission shall be made to the concerned Supervision Department for approval; up to the
amount of Bonus Shares approved and issued may be transferred back to Retained Earnings.

(G) Where an Actuarial Loss arising from actuarial valuation is recognised in Other Comprehensive Income while
accounting for employee expense, an equal amount shall be debited to Retained Earnings and credited to the Regulatory
Reserve. Any subsequent reduction may be transferred back.

(H) Where an expense is recognised through Other Comprehensive Income or directly in Equity rather than Profit or Loss,
causing the related equity heading to become negative, an equal amount shall be debited to Retained Earnings and
credited to the Regulatory Reserve. If income is recognised under the same heading in a later year, an equal amount—up to
the amount previously credited—may be debited from the Regulatory Reserve and credited to Retained Earnings.
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(1) Any other amount directed by the concerned Supervision Department shall be adjusted in the Regulatory Reserve.

(J) An amount transferred back from the Regulatory Reserve to Retained Earnings shall not exceed the amount previously
credited to that reserve.

(c) No amount in the Regulatory Reserve may be used except as provided in this Clause or with Nepal Rastra Bank’s
approval.

(d) Credits, debits and movements in the Regulatory Reserve shall be disclosed in the Notes to Accounts.

(e) When distributing income recognised in the Statement of Other Comprehensive Income, 20 percent of the distributable
amount shall be transferred to the General Reserve and only the remaining 80 percent may be distributed.

1. [1] Haner/Amendment: TRIUTR . 23 (F, @, ) Ro¢R/ca, Afif Roca/03/32 (15 July 2026), & IaT ¥ (T)(37)(2) 7T Iad 2«
TIIHAT I 3FT 81/ Circular No. 19 (A, B, C), 2082/83 dated 15 July 2026 added the 15-day treatment reproduced above
to Clause 4(b)(A)(1).

% 5. Accounting for Merger and Acquisition

Nepali authoritative text

38 1 9! GHAT THTST a7 U THYT 3T T G TRET TMHA/TUYd TR SHATe /29T g ST g9uaa, arad
qT SHAC! QETATHAINI @IS TIIAS |

(2) A@re®T NFRS 3 Business Combination T U7l TRELS UHTSCICd GHUTA 0\98/0%/2% AT AT IRbT Explanatory Note
on Accounting for Business Combination FHISITH TRIIS |

() Explanatory Note T §aT ¢ F#ISITH Other Components of Equity ST Acquisition Date T &To% a1 <= H19
(Retained Earnings T8 ) /XY T HHUTHT GHETE H1Y ATHH @Teh - TIIS |

(3) Gl GHATELS ! Tl gardT Goir =& TTHICTS /A Tus! BT FadT geil 3 HTAT 5@ (J2) Capital Reserve AT d@mS@T
TRIUS | TEHATC TG ATHI&T JIX0T TRA q15 87

(¥) Other Components of Equity AT STJaT () T (2) &7 HIudTees I diet 1T Merger/Acquisition Reserve T oiaTse=
RIS | THATC ATHIT FRIROT I a1 871 T merger/acquisition I ST Goodwill FT Impairment Loss Profit or Loss
A G HUS T IR THH ATHIAT JFR0T TR et T 871

(%) Merger/Acquisition Reserve & T&H Regulatory Reserve AT STHAT IRIUS | Goodwill SRR A IF Regulatory
Reserve AT SFAT YU ST §SI1p 1§ TUHTHT ARTH 61 IHH CET 1 I1C T3 SaaEd gro|

Controlled English translation

Where two or more institutions merge, or one institution acquires another, the merging/acquiring institution shall account
for the assets, liabilities and equity of the merged/acquired institution as follows:

(1) Accounting shall comply with NFRS 3, Business Combinations, and the Explanatory Note on Accounting for Business
Combination issued by the Institute of Chartered Accountants of Nepal on 2079/04/15.

(2) Under paragraph 8 of the Explanatory Note, the various reserves (including Retained Earnings) existing under Other
Components of Equity at the Acquisition Date shall be recognised under the corresponding reserve headings of the
merging/acquiring institution.

(3) If paid-up capital after the merger/acquisition is lower than the aggregate paid-up capital of the participating
institutions, the difference (surplus) shall be recognised in the Capital Reserve and shall not be used to pay cash dividends.

(4) Any balance remaining in Other Components of Equity after the reserves accounted for under sub-clauses (2) and (3)
shall be recognised in the Merger/Acquisition Reserve and shall not be distributed as dividends. This does not, however,
prevent dividend distribution up to the amount of an Impairment Loss on Goodwill arising from the merger/acquisition that
has been charged to Profit or Loss.
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(5) The amount recognised in the Merger/Acquisition Reserve shall be transferred to the Regulatory Reserve. Where an
amount equal to Goodwill has thereby been transferred, it need not be deducted from CET 1 for capital-fund calculation
purposes.

& 6. Repeal and Saving

Nepali authoritative text

o 0 o Y

(2) ThIeRd ARG, Re¢? ST @] qT AR qeRUTeL®! SraT THIET ARG 7. ¥/0¢? T TIEUST R0¢R AT  THH
T AT I T WU GRS R B

(R) e (2) TR @R ARIAA T RITGRSATTT 9T TRBT HH FRATE IF TRLAFIHSH 9 b AAAS|

Controlled English translation

(1) Directive No. 4/2081 on accounting policies and the format of financial statements under the Unified Directives, 2081,
and all related circulars issued thereafter up to Magh 2, 2082, are repealed.

(2) Acts and actions performed under the directives and circulars repealed pursuant to sub-clause (1) shall be deemed to
have been performed under this Directive.
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Source and disclaimer

This material is provided for information and reference only and does not constitute legal, regulatory, tax or professional
advice. Original Nepali text is authoritative. English is a controlled facilitative translation and is not an official Nepal Rastra
Bank translation. In case of inconsistency, ambiguity or difference, the official Nepali Directive and applicable Nepal Rastra
Bank circulars prevail. C.M. & Associates is not affiliated with, approved by or endorsed by Nepal Rastra Bank.
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