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Unrealized gains/losses on investments

All investments are stated in the balance sheet as five

types of classifications being (a) Securities of Central

and State Government, (b) Equity Shares and Stocks,

(c) Preference Shares and Stocks, (d) Notes,

Debentures and Bonds and (e) Others.

These investments are categorized into “Held to

Maturity”, “Available for Sale” and “Held for

Trading”. “Held to Maturity” securities are carried at

their acquisition cost or at amortized cost if acquired

at a premium over the face value. “Available for Sale”

and “Held for Trading” securities are valued

periodically according to the RBI guidelines. Net

depreciation, if any, within each category of

investments is recognized in the profit and loss

account. The net appreciation, if any, under each

classification is ignored.

Unrealized gains/losses on investments Investments

are categorized into “Held to Maturity”, “Available for

Sale” or “Trading” based on management’s intent and

ability. While “Trading” and “Available for Sale”

securities are valued at fair value, “Held to Maturity”

securities are valued at cost, adjusted for amortization

of premiums and accretion of discount. The unrealized

gains and losses on “Trading” securities are taken to

the income statement, while those of “Available for

Sale” securities are reported as a separate component

of stockholders’ equity, net of applicable taxes, until

realized. In case a security is assessed to be other than

temporarily impaired, the unrealized losses are

recognized in an income statement.

Amortization of premium/discount on the purchase

of investments

Under Indian GAAP, premium over the face value of

fixed rate and floating rate investments classified

under the HTM category is amortized over the period

remaining to maturity on a constant yield to maturity

basis.

Amortization of premium/discount on the purchase

of investments

Premium/discount amortization is permitted for all

categories of investments.

Premium/discount amortization is permitted for all

categories of investments.

All credit exposures, including overdues arising from

crystallized derivative contracts, are classified

according to the RBI guidelines into performing and

NPAs. Furthermore, NPAs are classified into

substandard, doubtful and loss assets for provisioning

based on the criteria stipulated by the RBI. Provisions

are made in accordance with the RBI guidelines. For

restructured assets, a provision is made in accordance

with the guidelines issued by the RBI, which require

the diminution in the fair value of the assets to be

provided at the time of restructuring.

In addition to the specific provisioning made on NPAs,

the Bank maintains general provisions to cover

potential credit losses of standard assets in accordance

with the RBI guidelines. In case of overseas branches,

general provision on standard advances is maintained

at the higher of the levels stipulated by the respective

overseas regulator or the RBI.

Allowances for credit losses

Loans are tested for impairment and placed on a

non-accrual basis (i.e. interest income is not accrued)

when based on current information and events,

management estimates that the collection of

outstanding interest and principal amounts are

doubtful. The impairment of a loan is measured based

on the present value of the loan’s discounted rate, or at

the observable market price of the loan, or at the fair

value of the collateral if the loan is collateral

dependent. The impairment is recognized if the

measured value is less than the recorded investment in

the impaired loan.

The allowances on the performing portfolios are

established after considering historical and projected

default rates and loss severities.

Loan origination fees/costs

Loan origination fees are recognized upfront on their

becoming due. Loan origination costs are taken to the

profit and loss account in the year in which they are

accrued/incurred.

Loan origination fees/costs Loan

origination fees (net of certain loan origination costs)

are deferred and recognized as an adjustment to yield

over the life of the loan.
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Derivatives

Derivatives are disclosed as off-balance sheet

exposures. The derivatives are bifurcated as trading or

hedge transaction. Trading derivatives are revalued at

the balance sheet date with the resulting unrealized

gain/loss being recognized in the profit and loss

account and correspondingly in other assets or other

liabilities respectively. Hedged swaps/options are

accounted for on an accrual basis/at fair value

pursuant to the principles of hedge accounting.

Derivatives

All derivatives are required to be recognized as assets

or liabilities on the balance sheet and measured at fair

value with changes in fair value being recognized in

earnings. Fair values are based on quoted market

prices, or absent quoted market prices, based on

valuation technique, which may take into account

available current market and contractual prices of the

similar instrument as well as time value underlying the

positions. If a derivative qualifies as a hedge,

depending on the nature of the hedge, the effective

portion of the hedge’s change in fair value is either

offset against the change in fair value of the hedged

asset, liability or firm commitment through income or

held in equity until the hedge item is recognized in

income. The ineffective portion of a hedge is

immediately recognized in income.

Employee Benefits

AS 15 (Revised) requires the use of projected unit

credit method to determine benefit obligation. The

discount rate for obligations is based on market yields

of government securities.

All actuarial gains and losses have to be recognized

immediately in the profit and loss account.

Employee Benefits

Obligation for defined benefit plans must be measured

using projected unit credit method.

Immediate recognition of actuarial gains or losses is

not required, but is recognized as a component of

Other Comprehensive Income.

Deferred Taxes

The deferred tax charge or credit and the

corresponding deferred tax liabilities or assets are

recognized using the tax rates that have been enacted

or substantially enacted by the balance sheet date.

Deferred tax assets are recognized only to the extent

there is reasonable certainty that the assets can be

realized in future. However, where there is unabsorbed

depreciation or carried forward loss under taxation

laws, deferred tax assets are recognized only if there is

virtual certainty of realization of such assets.

Deferred tax is not created on undistributed earnings

of subsidiaries and affiliates.

Deferred tax assets are recognized subject to a

valuation allowance based upon management’s

judgment as to whether realization is considered more

likely than not that the assets will be realized.

Deferred tax assets are reviewed as of each balance

sheet date and written down or written up to reflect the

amount that is reasonably certain to be realized.

Deferred Taxes

Income taxes are accounted for according to the

provisions of FASB ASC 740, “Income Taxes”. FASB

ASC 740 requires recognition of deferred tax assets

and liabilities for the expected future tax

consequences of events that have been included in the

consolidated financial statements or tax returns. Under

this method, deferred tax assets and liabilities are

determined based on the difference between the

financial reporting and tax basis of assets and

liabilities, using enacted tax rates in force.

Deferred tax is created on undistributed earnings of

subsidiaries and affiliates.

Deferred tax assets are recognized subject to a

valuation allowance based upon management’s

judgment as to whether realization on assets is

considered more likely than not.
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Employee Stock Option Plan

According to the guidance note on Accounting for

Employee Share based payments, effective for all

share based grants made after April 1, 2005, employee

share based plans are classified into equity settled,

cash settled and employee share based payments plans

with cash alternatives. Any plan falling into the above

categories can be accounted for adopting fair value

method or intrinsic value method as of the grant date.

An enterprise using the intrinsic value method is

required to make fair value disclosures.

Listed companies are also to observe the specific

guidance by the market regulator.

Employee Stock Option Plan

Under U.S. GAAP, share based payments are

accounted for under FASB ASC 718, “Compensation –

stock compensation”, employee stock based

compensation plans have to be accounted for in

income statement using the fair value method.

Accounting for subsidiaries and affiliates

Under Indian GAAP, the Bank is required to present

both unconsolidated and consolidated financial

statements. Under unconsolidated financial

statements, financial position and results of operations

of controlled entities are not consolidated, but are

reflected on the basis of cost subject to consideration

of impairment.

The Bank is also required to consolidate subsidiaries

where it controls the ownership, directly or indirectly,

of more than one-half of the voting power or controls

the composition of the board of directors with the

objective of obtaining economic benefits from their

activities. The Bank does not prepare Consolidate

accounts but discloses their proportionate share of its

interest in its joint venture’s Balance sheet and Profit

& loss account in the abridged form by way of a note

in its financial statement as the Investment in joint

venture is of strategic nature.

Accounting for subsidiaries and affiliates

U.S. GAAP mandates preparation of consolidated

financial statements.

Consolidation of subsidiaries is required where the

Bank, directly or indirectly, holds more than 50.00%

of the voting rights or exercises control. Entities

where the Bank holds 20.00% to 50.00% of the voting

rights and/or has the ability to exercise significant

influence are accounted for under the equity method,

and the pro rata share of their income (loss) is

required to be included in the income statement. The

Bank will be required to consolidate Variable Interest

Entities (VIEs) where the Bank is determined to be the

primary beneficiary under FASB ASC 810 and FASB

ASC Topic 323.

Accounting for Securitization

The gain on a securitization transaction is recognized

over the period of underlying securities issued by the

special purpose vehicle as prescribed under the RBI

guidelines. The losses, if any, are charged off

immediately. The float income is accrued as it is

earned under Indian GAAP.

Accounting for Securitization

Under U.S. GAAP, any gain or loss on the sale of the

financial asset is accounted for in the income

statement at the time of the sale according to ASC

Topic 860, “Transfers and Servicing Financial Assets

and Extinguishment”.

Transition to Indian Accounting Standards (Ind AS)

As of the date of this Offering Circular, the balance sheet and profit and loss account of the Bank’s General
Fund and the Export Development Fund have been prepared in the form and manner provided in the
Export-Import Bank of India, General Regulations, 2020 and according to the generally accepted
accounting principles in India (“Indian GAAP”).

The Bank has constituted a steering committee as advised by RBI comprising members from
cross-functional areas to initiate the implementation process of the Bank’s transition from Indian GAAP
to Ind AS. The Bank’s Ind AS implementation plan focuses on technical evaluation of GAAP differences,
selection of accounting policies and choices, evaluation of system changes and data requirements, business
impact analysis and skill development through regular trainings and workshops. The Bank is in process
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of evaluating the system changes to meet the overall information required for implementing the Ind AS.

The RBI, pursuant to its letter dated May 15, 2019 addressed to the Bank, has conveyed the deferment of

implementation of Ind-AS by All India Financial Institutions until further notice.

With some of the key reserve requirements getting further leeway for implementation, it is likely that the

adoption of IND-AS for banks may be further extended by two years. The RBI could defer the

implementation of IND-AS – the Indian version of global accounting standards – to fiscal year 2024. The

new rules are expected to add to the burden of higher capital requirement for banks, especially loan loss

provisions. The RBI issued a notification dated February 20, 2023, clarifying the treatment of management

fees, in accordance with IND-AS for ARCs.
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