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Accounting Standard Board, Nepal 

Decision on Carve-outs in NFRS with Alternative Treatments 

The 172nd Meeting of the Accounting Standard Board, Nepal held on August 15, 2025 (2082 Shrawan 30) resolved the following 
Carve-outs in NFRS with the following Alternative Treatment and effective Period of Carve-outs. 

NFRS Reference number Existing Provision Carve out: Alternative treatment Proposed Carve- I 

out/Deferral period 
NFRS 9: Financial Instruments 

Amortised cost is the amount at which theAmortised cost is the amount at which the Carve out till FY 
financial asset or financial liability is measured atfinancial asset or financial li a bi lity is 2082.83Appendix A 
initial recognition minus the principal repayments,measured at initial recognition minus the 

Iplus or minus the cumulative amortisation using 
Amortised Cost 
Defined terms relating to principal repayments, plus or minus the 

cumulative amortisation using the effective the effective interest method of any difference 
interest method of any difference between between that initial amount and the maturity 
that initial amount and the maturity amount amount and, for financial assets, adjusted for any 
and, for financial assets, adjusted for any loss loss allowance. 

allowance. 
 E12LJDJ;LpJJ--W.SlS.-LOf interest income recognilLon 

only. loss allowance shall be the allowancfLQJ)~ 
{l9rQgL8ph 5.5 wjthoLLLJXWM®LiM-JQ~_::i 

!1rovisi.QIULs-p_er..1M{JL~~1J.?.s:i.E$JJ.1atorynorms of 

~SafZc.tive in d.ust~ 

-
Non-Optional: This carve-out is not optional. ;,." ,,
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NFRS Reference number Existing Provision Carve out: Alternative treatment Proposed Carve­

out/Deferral period 

Para 5.4 read together 
with appendix A 
(Defined Terms) relating 
to Effective 
Interest Rate 

Effective interest rate is the rate that exactly 
discounts estimated future cash payments or 
receipts through the expected life of the 
financial asset or financial liability to the 
gross carrying amount of a financial asset or 

Effective interest rate is the rate that exactly I Carve out tilt FY 
discounts estimated future cash payments or 2082.83 
receipts through the expected life of the financial 
asset or financial liability to the gross carrying 
amount of a financial asset or to the amortised 

to the amortised cost of a financial liability. cost of a financial liability. When calculating the 
When calculating the effective interest rate, effective interest rate, an entity shall estimate the 
an entity shall estimate the expected cash expected cash flows by considering all the 
flows by considering all the contractual terms contractual terms of the financial instrument (for 
of the financial instrument (for example, example, prepayment, extension, call and similar 
prepayment, extension, call and similar options) but shall not consider the expected credit 
options) but shall not consider the expected losses. The calculation includes all fees and points 
credit losses. The calculation includes all paid or received between parties to the contract 
fees and points paid or received between that are an integral part of the effective interest 
parties to the contract that are an integral part rate (see paragraphs 85.4.1-85.4.3), transaction 
of the effective interest rate (see paragraphs costs, and all other premiums or discounts, unless 
85.4.1-85.4.3), transaction costs, and all it is imoracticable to determine reliably between 
other premiums or discounts. There is a p~s to the contrac.llb1JLare an integLaLp_E1.ILQf 
presumption that the cash flows and the tlJ.~_Jll1JLctive interest raltis_ee paragLQj2b.s~5.4....1.=. 
expected life of a group of similar financial ~JJr..J1fl..saction costs. and all over oremiums. 
instruments can be estimated reliably. ~counts. There is a presumption that the cash 
However, in those rare cases when it is not flows and the expected life of a group of similar 
possible to reliably estimate the cash flows or financial instruments can be estimated reliably. 
the expected life of a financial instrument (or However, in those rare cases when it is not 
group of financial instruments), the entity possible to reliably estimate the cash flows or the 
shall use the contractual cash flows over the expected life of a financial instrument (or group of 
full contractual term of the financial financial instruments), the entity shall use the 
instrument (or group of financial contractual cash flows over the full contractual 
instruments). term of the financial instrument (or group of 

financial instruments). 
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NFRS Reference number Existing Provision Carve out: Alternative treatment Proposed Carve­
out/Deferral period

Appendix A (Defined 
Terms) relating to credit­
adjusted effective 
interest rate 

Credit adjusted effective interest rate is the 
rate that exactly discounts the estimated 
future cash payments or receipts through the 
expected life of the financial asset to the 
amortised cost of a financial asset that is a 
purchased or originated credit-impaired 
financial asset. When calculating the credit­
adjusted effective interest rate, an entity shall 
estimate the expected cash flows by 
considering all contractual terms of the 
financial asset (for example, prepayment, 
extension, call and similar options) and 
expected credit losses. The calculation 
includes all fees and points paid or received 
between parties to the contract that are an 
integral part of the effective interest rate (see 
paragraphs 85.4.1-85.4.3), transaction 
costs, and all other premiums or discounts. 
There is a presumption that the cash flows 
and the expected life of a group of similar 
financial instruments can be estimated 
reliably. However, in those rare cases when it 
is not possible to reliably estimate the cash 
flows or the remaining life of a financial 
instrument (or group of financial 
instruments), the entity shall use the 
contractual cash flows over the full 
contractual term of the financial instrument 
(or group of financial instruments). 

Credit adjusted effective interest rate is the rate 
that exactly discounts the estimated future cash 
payments or receipts through the expected life of 
the financial asset to the amortised cost of a 
financial asset that is a purchased or originated 
credit-impaired financial asset. When calculating 
the credit-adjusted effective interest rate , an entity 
shall estimate the expected cash flows by 
considering all contractual terms of the financial 
asset (for example, prepayment, extension, call 
and similar options) and expected credit losses . 
The calculation includes all fees and points paid or 
received between parties to the contract that are 
an integral part of the effective interest rate (see 
paragraphs 85.4.1-85.4.3), transaction costs, and 
all other premiums or discounts, u.n.lE~s it is. 
im..{JLELc-.tlG.li_ble~QJ;Let~JJW.Q])Jx. for financJJlJ 
assets. recognized before end of fiscal year 
2082.83 and/or the amount is immaterial. There is 
a presumption that the cash flows and the 
expected life of a group of similar financial 
instruments can be estimated reliably. However, 
in those rare cases when it is not possible to 
reliably estimate the cash flows or the remaining 
life of a financial instrument (or group 0f.financial 
instruments), the entity shall use the contractual 
cash flows over the full contractual term of the 
financial instrument (or group of financial 
instruments). 

Carve out till FY 
2082.83 

Optional: The crave-out is optional. If an entity opts to use this carve-out, it should be disclosed in the financial statements, including its 
monetary impact, to the extent practicable. 
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NFRS Reference number Existing Provision Carve out: Alternative treatment Proposed Carve­

Para 5.4 Amortised cost 5.4 Amortised cost measurement 5.4 Amortised cost measurement 
out/Deferral period 
Carve out till FY 

measurement 
Financial assets Financial assets 2082.83 

Effective interest method Effective interest method 

5.4.1 Interest revenue shall be calculated by 5.4.1 Interest revenue shall be calculated by using 
using the effective interest method (see the effective interest method (see Appendix A 
Appendix A and paragraphs 85 .4.1­ and paragraphs 85.4.1-85.4.7). This shall be 
85.4.7) . This shall be calculated by calculated by applying the effective interest 
applying the effective interest rate to the rate to the gross carrying amount of a 
gross carrying amount of a financial financial asset except for: 
asset except for: 

(a) purchased or originated credit-impaired 
(a) purchased or originated credit­ financial assets . For those financial 
impaired financial assets. For those assets, the entity shall apply the credit­
financial assets, the entity shall apply adjusted effective interest rate to the 
the credit-adjusted effective interest amortised cost of the financial asset from 
rate to the amortised cost of the initial recognition . 
financial asset from initial recognition. 

(b) financial assets that are not purchased or 
(b) financial assets that are not originated credit-impaired financial 
purchased or originated credit- assets but subsequently have become 
impaired financial assets but credit-impaired financial assets . For 
subsequently have become credit­ those financial assets, the entity shall 
impaired financial assets. For those apply the effective interest rate to the 
financial assets, the entity shall apply amortised cost of the financial asset in 
the effective interest rate to the subsequent reporting periods. 
amortised cost of the financial asset in 
subsequent reporting periods. 

E..QL....lHmk or other financial 

~tq])~_cL....L1l~~ bv 
institutiQflS. 

QJ2Jlr~ 

gQJLeJnmentQmjies. interest revenue c~ 

LeJ;~s-p.s;..L1bJU2uidance Note issued 
p~_s)2e.J;iiJ@....Le$J"L{Q tOLs~ 

Non-Optional: This carve-out is not optional. 
,:-­
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NFRS Reference number Existing Provision Carve out: Alternative treatment Proposed Carve­
out/Deferral period 

Para 5.5 impairment 
read together with 

appendix A (Defined 
Terms) relating to loss 

allowance 

Loss allowance is the allowance for expected 
credit losses on financial assets measured in 
accordance with paragraph 4.1.2, lease 
receivables and contract assets, the 
accumulated impairment amount for 
financial assets measured in accordance 

Loss allowance is the allowance for expected 
credit losses on financial assets measured in 
accordance with paragraph 4.1.2, lease 
receivables and contract assets, the accumulated 
impairment amount for financial assets measured 
in accordance with paragraph 4.1.2A and the 

Carve out till FY 
2082.83 

with paragraph 4.1.2A and the provision for provision for expected credit losses on loan 
expected credit losses on loan commitments commitments and financial guarantee contracts 
and financial guarantee contracts. u.n1.e.ss the entity is-'2a~~QJhBr finandElJ. 

institutions e..s1Jiblished llicense~JJPJ...QJ2JiqJ~ 
government bodies. For such entities, loss 
allowance shall be..JJ)gjELof total a~QJ.m.t.d..e.LbLes1 
fLS-fJer the resoectiv~gLorynormsJ.Q[J{)~~ 
provision or measured as per parqgmp~53~ 

Non- Optional: This carve-out is not optional. 

Para 5.5 Impairment Recognition of expected credit losses Recognition of expected credit losses Carve out till FY 
General approach General approach 2082.83 
5.5.7 If an entity has measured the loss 5.5.7 If an entity has measured the loss 

allowance for a financial instrument at allowance for a financial instrument at an 
an amount equal to lifetime expected amount equal to lifetime expected credit 
credit losses in the previous reporting losses in the previous reporting period, but 
period, but determines at the current determines at the current reporting date 
reporting date that paragraph 5.5.3 is that paragraph 5.5.3 is no longer met, the 
no longer met, the entity shall measure entity shall measure the loss allowance at 
the loss allowance at an amount equal an amount equal to 12-month expected 
to 12-month expected credit losses at credit losses at the current reporting date, 
the current reporting date. ~ss the enlLty-is.JHmk or other financiEJ.1 

iwii1ution esl~Md llicensed by­
{2J2{2[Qpriate ~JTIill..ent bodies. SJ)JJh 
entitY--sh~sure loss allowance in line 
with the Guidance Note issued bv 
re~J2ective regl.J..1gL~. 

~ 

" 
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NFRS Reference number I Existing Provision Carve out: Alternative treatment Proposed Carve­

out/Deferral period 
Determining significant increases in 

credit risk 
 Determining significant increases in credit risk 

5.5.11 If reasonable and supportable forward­
5.5.11 If reasonable and supportable forward­looking information is available without 

looking information is available withoutundue cost or effort, an entity cannot 
undue cost or effort, an entity cannot relyrely solely on past due information 
solely on past due information whenwhen determining whether credit risk 
determining whether credit risk hashas increased significantly since initial 
increased significantly since initialrecognition. However, when 
recognition. However, when informationinformation that is more forward­
that is more forward-looking than past due looking than past due status (either on 
status (either on an individual or aan individual or a collective basis) is 
collective basis) is not available withoutnot available without undue cost or 
undue cost or effort, an entity may use past effort, an entity may use past due 
due information to determine whetherinformation to determine whether 
there have been significant increases inthere have been significant increases 
credit risk since initial recognition.in credit risk since initial recognition. 
Regardless of the way in which an entity ful~~ss of the way in whic~ 
assesses significant increases in credit~ntity assesses~cJill1.InJ~Le...~sJn 
risk, there is a rebuttable presumption that.credit risk. there~s_~buttable 
the credit risk on a financial asset hasQLe....s...u.rn.ption that t~ELCrELdi:LnsJ~_Qil-.a 
increased significantly since initialfinancial as...set has~c.reassill 
recognition when contractual paymentssignificantly since initial rec..o..gnlliQn 
are more than 30 days past due. An entitywhen con1L~NaLpJ~J'ments are mQre 
can rebut this presumption if the entity has than 30 d~ast due. An entity c--.an 
reasonable and supportable information re..Qu.:!: this presumption if the entity has 
that is available without undue cost orrea.SQQQble and supportable 
effort, that demonstrates that the credit iniormation that is . available without 
risk has not increased significantly since .I.il1d.!.Le cost or effort. that 
initial recognition even though thedemonstrates that the credit ris~ 
contractual payments are more than 30 not increa~e~nificantly since initial 
days past due. When an entity determines ~nition even though the 
that there have been significant increases contractual PQJ'ill~nts_allLDl~ than 
in credit risk before contractual payments.3.0 days past due. When an entity 

. . 
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NFRS Reference number I Existing Provision 

d_eLeJ.mines that ttLer.e have bee-.n 
~Ignificant inCEillles in cEdit risk 
b~e~...QD1G.u~1.!.lalt:L<ri-llJJillts are more 
ttLaIL3jLda~Q~Ldu.-e. th e reb utta b le 
pre....s..umptiQD.-does nQU--P..Pl.Y. 

Non-Optional: This carve-out is not optional. 

Carve out: Alternative treatment Proposed Carve­
out/Deferral period 

are more than 30 days past due, the 
rebuttable presumption does not apply. 
HoweveL [oL.JJJjnk pr other finaflda1 
institution established IliceJli.ed by 
1'J.[)JlrQ{2ria te governmenLbJ)Jfie~such 

presum{Jtion cannot be rebutted. 

Application guidance 

Definition of default 


85.5.36 Paragraph 5.5.9 requires that when 
determining whether the credit risk 
on a financial instrument has 
increased significantly, an entity shall 
consider the change in the risk of a 
default occurring since initial 
recognition. 

85.5.37 When defining default for the 
purposes of determining the risk of a 
default occurring, an entity shall 
apply a default definition that is 
consistent with the definition used for 
internal credit risk management 
purposes for the relevant financial 
instrument and consider qualitative 
indicators (for example, financial 
covenants) when appropriate. 
However, there is a rebuttable 
presumption that default does not 
occur later than when a financial 
asset is 90 days past due unless an 
entity has reasonable and 
supportable information to 
demonstrate that a more lagging 
default criterion is more appropriate. 
The definition of default used for 
these purposes shall be applied 

Page 7 of 8 

85.5.36 	 Paragraph 5 .5 .9 requires that when I Carve out till FY 
determining whether the credit risk on a 2082.83 
financial instrument has increased 

significantly, an entity shall consider the 

change in the risk of a default occurring 

since initial recognition. 


85.5.37 When defining default for the purposes of 
determining the risk of a default occurring, 
an entity shall apply a default definition 
that is consistent with the definition used 
for internal credit risk management 
purposes for the relevant financial 
instrument and consider qualitative 
indicators (for example, financial 
covenants) when appropriate. However, 
there is a rebuttable presumption that 
default does not occur later than when a 
financial asset is 90 days past due unless 
an entity has reasonable and supportable 
information to demonstrate that a more 
lagging default criterion is more 
appropriate. The definition of default used 
for these purposes shall be applied 
consistently to all financial instruments 
unless information becomes available that 
demonstrates that another default 
definition is more appropriate for a I .::. 
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NFRS Reference number Existing Provision 

consistently to all financial 
instruments unless information 
becomes available that 
demonstrates that another default 
definition is more appropriate for a 
particular financial instrument. 

Non-Optional: This carve-out is not optional. 
- - - - -­

Carve out: Alternative treatment 

particular financial instrument . tlJ)~JjL. 

{)J.Lc-'l~bMttaQle. Qre.s.lJ.mQtiQn does Qot 
fW-PJ:i fQL~oL~er finJJ.ncial institutiQn 
B_sLabJLs..b..eill Llic.e.os.ed Q'L aopro-f2[ifJte 
~'Le rn.IJJ3. nt bo.Jiie_s~ 

r < 

Proposed Carve­
out/Deferral period 

-­ -
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