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PRIVATISATION OF 

RAW HIDE COLLECTION AND DEVELOPMENT CORPORATION 

("RHCDC") 

NEPAL FILM DEVELOPMENT CORPORATION (3 NFDCM") 

AND 

BALAJU TEXTILE INDUSTRY LTD. (BTI") 

SUMMARY OF CONSULTANTS OPINIONS AND RECOMMENDATIONS 

Introduction 

Following the privatisation of 3 MPE's in 1992 HMGN has selected a further 
14 Public Enterprises ("PE's") for privatisation by July 1994. Appraisals
and indicative valuations of the shares in the above 3 PE's have been
completed and sales information memoranda drafted for RHCDC and NFDC.
The sales memorandum for BTI is partially developed and should be 
completed by mid July. 

While the approach taken to appraisal and development of sales memoranda 
has been similar to that applied in the case of the 1992 divestments, there 
are important differences. Firstly the timetable and budget has not allowed 
for the in- depth marketing anad technical surveys undertaken in 1992, and
secondly the recommendation is that the shares in these 3 PE's be offered
for sale rather than the assets. The MPE's sold in 1992 realised in total in 
excess of NR 500 million. The 3 now being considered are unlikely to realise
NR 100 mill.The lower investment in pre-sale research and appraisal is 
therefore justified. 

Method of Privatisation 

The recommendation is that HMGN's shares in the three PE's be offered for
sale on a negotiated tender basis. This is the same procedure as used in 
1992. 

It involves: 

advertising the shares for sale 

receiving purchase proposals which refer not only to price
but also address criteria and conditions set out in the 
information memorandum. 
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negotiation with selected bidders and selection of a buyer onthe basis of price and ability to meet HMGN's criteria. 
Depanding on the number and quality of responses received HMGN maydecide to dispense with the negotiation phase and select a buyer simply onthe basis of price. However it is strongly recommended that -MGN retainthe flexibility to negotiate with any bidder. 

The sale of shares rather than assets is recommended on the grounds ofsimplicity. Given the small size of these companies it is preferable that thesale involves a total divestment of HMGN's interest and that there be norequirement for after-sale admiaistration or liquidation. However it shouldbe appreciated that in buying shares a purchaser assumes responsibilityfor any undisclosed liabilities or contingent liabilities of the company. Forthis reason bidders may express a preference for buying assets or,alternatively may seek warranties from HMGN for undisclosed liabilities. 
The bid documents have been drafted on the basis that no warranties willbe given but this may need to be relaxed if maximum sale price is to beachieved. In the private sector warranties relating to undisclosed liabilitiesare quite noareal, but Governments generally try to avoid them. 

Public Shareholding 

Because of their small size, inadequate past performance and the need forquick and considerable restructuring none of the three are consideredappropriate for sharemarket listing or employee shareholding. Furthercomment is provided under each company heading.
 

However in the case 
of NFDC and possibly BJI there may be scope for awider spread of sharehoiding at a later date. Bidders will be asked toprovide comment on their plans in this regard. 

Bidders are also asked to comment on plans for introducing improvedconditions of employment, employee incentive schemes etc. Such moves areconsidered to be of greater benefit to employees than the issue of shares
of doubtful value. 

Redundancy
 

Based on the 1992 experience managing the redundancy problem is the mostcomplex and important aspect of any sale where there are a significant
number of surplus staff. 

Detailed studies of the staffing requirements have not been undertaken.The available evidence suggests that in the case of RHCDC there will besignificant redundancy at both manager and worker levels. (However manyworkers could be re-engaged on a collection contract basis). At BTI there 
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will be redundancy at administration and technical level and at least 15workers willbe redundant. Some surplus workers may be retained if the factory movesto 2nd or 3rd shifts. There is unlikely to be any significant redundancy atNFDC. 

It is considered essential for the success of the privatisation programmethat IIMGN develops an acceptable and consistent policyredundancy to deal withand the related tasks of retraining and redundancycounselling. In the case of each individual sale the responsibilities of HMGNand the buyer must be clearly defined and adhered to. 
The cost of carrying surplus staff and of redundancy payments will befactored into the purchase price offered by bidders. 

Valuation 

Cash Flow Valuations 

Valuations based on anticipated future cash flows have been undertakenbut the poor past record of the PE's, together with the lack of detailedindependant market surveys, makes these extremely subjective. The worthof the PE's will depend very much on the level of competition from bidders. 
In the case of RHCDC the cash flows arise mainly from the margin between
hideprices to suppliers and the transfer price to tanneries. Our opinion is thatthis profit is controlled by tanners rather than RHCDC. The value of RHCDCis estimated at close to asset value.
 
It is important that HMGN establishes a "minimum" sales 
price for thepurpose of assessing bids and negotiating with selected bidders. For this
purpose the following indictive valuations have been prepared for each
 company.
 

Going Concern Assets Value 

This irvolves an assessment of the price a buyer will pay to acquire thecompany on a going concern basis rather than incur the cost of setting upa new organisation. 

Important aspects of this valuation are the current market value of landand buildings and the remaining useful life value of plant and equipment.In addition the cost of carrying and making redundant any surplus staffis taken into account. 
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Liquidation Value
 

This is 
an estimate of the net proceeds which would be available to HMGN ifthe PE was liquidated. The major differences between this and the goingconcern value are: (1) on liquidation, plant and equipment generallyrealises considerably less than its going concern value. This isparticularly so in the case of specialist plant. (2) No redundancy paymentsare legally required in the case of job losses resulting from the liquidation
of a company. 

The estimated values for HMGN's shareholding in the PE's are: (NR 000's) 

Company Going Concern Liqidation Cash Flow 

RHCDC 4,660 4,142 14,183 

NFDC 50,000 35,275 36,270 

BTI 37,000 17,000 16,740 

The above values relate to those shares owned or controlled by HMGN orGovenment enterprises. In the case of RHCDC that is 59%of the total issuedcapital. For the other two PE,s it is 100%. 

RAW HIDE COLLECTION AND DEVELOPMEjNT 

HMGN, in conjunction with NIDC, holds a 59% interest in this company. 40%is held by tannery companies and the remaining 1%is held by members of
the public.
 

The book 
 value of HMGN's interest (before revaluations and otheradjustments) is approximately NR 2,157,000. The company has traditionally
been profitable 
 but as a result of significant over-staffing and otherinefficiencies will incur a loss of approximately NR 1.0 million in the 1992/93 
year. 

Given the dominent position of the local tanneries in the use of hides, it isconsidered that they represent the only logical buyers of HMGN's shares. 

For the shares to be attractive to any other parties (including employees)HMGN would need to create a competitive hide market by allowing the exportof raw hides. This would be contrary to stated policy. 
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With only one serious purchasing candidate the price will need to beestablished through a process of negotiation with the tannery interests. Inthe interests of transparency and to encourage tanners to make a realisticbid it is recommended that the normal process of advertising be adopted. 

NEPAL FILM DEVELOPMENT CORPORATION 
NFDC was established under the Communication Corporatin Act. It will needto be converted into a limited company prior to privatisation. At 15 May 1993the equity of HMGN at unadjusted book value was NR 46.0 million. Thisincludes stock of films produced with a book value of NR 19.0 million. Mostof these films are of very limited commercial value and the level of equityis overstated by approximately NR 17.0 million. 

The Corporation has a long history of losses. In the past year it has ceasedfilm production and is concentrating on processing for producers. Howeverthe profitability of the restructured business has yet to be proven. 
Given the special nature of the business, it is difficult to assess what levelof bidder interes there will be. Local producers will no doubt be interestedbut it is understood that they are unlikely to have the necessary capital. 
The recommendation is that the sale be advertised outside Nepal but thatthe bid assessment criteria include reference to local participation and thepromotion of Nepalese art and culture. If HMG/N wants placeto anyrestrictions on foreign ownership beacuse of the cultural importance of thecompany,then such restrictions should be clearly stated in information
memorandum. 

BALAJU TEXTILE INDUSTRY LIMITED 
This company has suffered losses in three of the last four years and afurther loss is predicted in the 1992/93 year. The balance sheet, beforerevaluation of fixed assets, shows thatshareholders funds (NR 

the company has negative7.6 million) but the current market value of itspremises gives it a positive value. 

The company has suffered from a serious lack of technical, product andstaff development and is only operating a about one-third of weavingcapacity (on a 3 shift basis). Management consider that with the injection
of capital, the introduction 
 of 3 shifts and appropriate technicalproduct development the conpany is viable. and
The question is whether thoseinterested in the industry would take theup challenge to turn thiscompany around, rather tha- ;nvest in a more modern facility. 

This may have some appeal to a buyer looking for a low cost entry into theindustry or interested in developing other activities on the site. It isconsidered worth while to advertise the shares for sale rather than place 
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the company into liquidation.
 

TIMETABLE
 

The propose timetable for the sales incorporates the following key dates.
 

NFDC RHCDC BTI 

Approval to proceed 15/7 15/7 1/8 

Advertising 23/7 1/8 14/8 

Offers close 7/9 14/9 30/9 

Transfer complete 23/10 30/10 14/11 

Achievement of this timetable is dependant upon receiving approval to 
proceed not later than the dates shown. There is very little, if any, scope
for making up time during the rest of the process. 

Conclusion 

Attached is a schedule of the key decisions and actions to be taken before 
the information memorandum can be completed and released. 

Details supporting the conclusions and recommendations are contained in 
papers provided to Mr. Mukunda Prasad Aryal, Joint Secretary, Ministry of 
Finance. 

Those directly involved in the sales process and negotiations relating to 
each company should ensure that they are familiar with the detailed reports
and the complete information memorandum. 
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Privatization Checklist
 

General Points 

- Information Memorandum - Deposit of NR 209,000 required to 
uplift. 90% refundable. Is this acceptable ? 

- HMGN will provide no finance for Bids. Is this correct ? 

- Policy on redundancy to be clarified and stated. 

- The Bid criteria for each company to be approved. 
(Section 2.5) 

- All documents :- Section 1 & 2 and appendix 1 to3 be agreed 
by Legal Advisor. 

- Timetable Dates to be agreed ( Section 2.9 ) 

- Position relating to warranties to be discussed. 

- Ensure any requirement of Government Auditor are met. 

Note:-	 If the Information Memorandum says, no finance will be
 
offered or no warranties given, then HMGN should
 
apply those conditions consistently. It is very

important that the terms and conditions of each
 
sale can withstand scrutiny from all interested
 
parties.
 

ID
 



Nepal Film Development Corporation
 

Action and decisions:­
- Review Land lease terms and adjust to
 

arms length basis.
 

- Convert corporation into Company.
 

-
 Decide which films will be retainedd by HMGN and
 
remove from accounts.
 

-
 Level of tax losses for carry forward to be
 
established.
 

Decide on any ownership restrictions.
 

Raw Hide Development Corporation
 

Clarity position relating to collection licences
 
issued by local authorities.
 

I'
 



RAW HIDE COLLECTION & DEVELOPMENT CORPORATION
 

PRIVATISATION OPTIONS
 

INTRODUCTION
 

The following features and issues are relevant to the consideration
 
ofthe practical options for privatisation of RHCDC.
 

- the eleven tanneries dominate the market for hides in 
Nepal 

- given that productive capacity is well in excess of 
supply of hides it is unlikely that any new tanneries 
will be developed in the short term. 

- collectively the tannery owners can control the price of 
hides and therefore the profitability of RHCDC 

- that ability to control profitability means that an 
investment in RHCDC will be unattractive to any 
independent parties. 

- tanneries already have a 43% interest in RHCDC 

if HMGN wishes to break the tannery cartel they would
 
need to consider actions such as:
 

*providing the buyer with exclusive hide collection
 

rights
 

*permitting the export of raw hides
 

*forcing tanneries to dispose of their existing interest
 

in RHCDC and prohibiting future tannery shareholding
 

*introducing anti-collusion laws and regulations to
 

prevent tanneries fixing hide prices
 

Our understanding is that HMGN would not wish to perpetuate the
 
monopoly on collection or allow export of hides and we would not
 
recommend either of those steps. The prohibition of tannery
 
shareholding would be difficult to police. The development of laws
 



to prevent anti-competitive behaviour is desirable but is obviously
 
not possible within the timeframe for sale of RHCDC.
 

In our opinion the only realistic option for the privatisation
 
of HMGN's interest in RHCDC is to negotiate the best possible price

with-the tannery owners. We understand they have advised HMGN of
 
their interest in taking over the company.
 

With only one serious bidder, questions arise as to how HMGN can
 
achieve a sale which incorporates the necessary transparency and
 
produces a fair market price. We also understand that employees
 
have expressed interest in taking over the company. HMGN obviously
 
needs to respond properly to this expression of interest.
 

THE SALES PROCESS
 

We recommend that the sales process should include the following
 
steps and features:
 

1. Advertise
 

HMGN should advertise the fact that its shareholding in RHCDC is
 
for sale and call for expression of interest from any party.

Responding parties should be required 
to provide information to
 
satisfy HMGN as to their financial standing and business management
 
experience.
 

2. Release Sales Information Memorandum
 

A sales information memorandum should be provided to those parties
 
which meet the pre-qualification requirements. A refundable
 
deposit of NRxxxxx should be required to ensure that only genuine
 
bidders gain access to the information. As well as providing
 
financial data the memorandum should set out:
 

the proposed terms and conditions of sale. e.g.payment
 
requirements; warranties (if any).
 

schedules of 
assets of the company and an indication as
 
to their current value in use.
 

statistics relating to employees.
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information required to be presented by bidders and
 
criteria to be used by HMGN in assessing bids.
 

information relating to current Government policies. e.g.
 
ban on hide export, removal of collection monopoly,
 
desire to develop added value processing etc.
 

3. Bidders Preliminary Inspection
 

All interested parties should be provided with the opportunity to
 
inspect company records and facilities and discuss agreed matters
 
with sales agents. (privatisation cell or other designated
 
persons). This does not need to be a full due diligence but is
 
designed to enable indicative bids to be developed.
 

4. Indicative Bids
 

Purchase proposals including an indicative bid price should be
 
obtained and ass6ssed. Discussions should take place to clarify
 
bid proposals and HMGN should then decide whether any bid should be
 
accepted. If no bids satisfy HMGN's criteria, including minimum
 
value, then a decision must be made either to enter into
 
negotiations with a selected bidder of bidders, accept the best
 
available bid or withdraw the shares from the market.
 

EMPLOYEE BID
 

While employees have expressed interest in acquiring the shares we
 
do not consider that this is either achievable or desirable.
 

The constraints on employee ownership include a lack of adequate
 
equity capital and the fact that 43% of the shares are already
 
owned by tanneries. Tannery owners would only need to acquire a
 
further 8% of the shares to gain control. Also unless employees are
 
granted sole collection rights there will be a risk that Tanneries
 
will either dictate the price of hides or set up their own
 
collection system. The financial risk for employees will be very
 
high, particularly if they have relied substantially on borrowings
 
or retirement funds to fund the share acquisition.
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We consider that employee welfare will be best served if HMGN
 
concentrates on negotiating satisfactory employment terms and
 
satisfactory severance arrangements for those who are made
 
redundant within say x years of sale. As regards terms of
 
employment we consider that under tannery ownership many employees
 
will probably be offered contracts for collection. This is in
 
effect a form of transfer to employee ownership without the
 
financial risks of equity investment. We consider that HMGN should
 
encourage bidders to introduce such contract 
arrangements and
 
employees to accept them.
 

OTHER POSSIBLE BIDDERS
 

As already stated, unless HMGN introduces certain constraints on
 
ownershi.p and is prepared to grant a monopoly on collection, we
 
doubt that any other parties will be interested in acquiring the
 
shareholding. However in the interests of transparency it is
 
appropriate that no party satisfying the pre-qualification
 
requirements be denied the opportunity to consider the position and
 
bid.
 

POLICY ISSUES, CONDITIONS AND CRITERIA
 

The industry policies, conditions of sale and the criteria to ba
 
used in assessing bids needs to be agreed by HMGN and clearly set
 
out in the information memorandum.
 

INDUSTRIAL POLICY
 

This will include comment and explanation of policies relating to
 
import and export of hides, processed leather and leather products.
 
Any current *proposals to amend the policies should be stated (to
 
the extent the information can be made public). Regulations
 
relating to issue of collection licences at central and local
 
government level need to be clarified. Information relating to
 
incentives should also be given.
 

CONDITIONS OF SALE
 

It is recommended that those expressing interest in obtaining 
a
 
copy of the information memorandum should be required to satisfy
 
HMGN that they have the financial resources to make a realistic
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bid. Requests for copies of the memorandum should include some
 

comment as to how the party would finance the purchase and provide
 

names of referees who could verify such comment.
 

In addition it recommended that a deposit of at least NR200,000 be
 

required before release of a copy of the memorandum. 90% of the
 

deposit should be refunded to those who do not bid or lodge
 
unsuccessful bids.
 

The actual conditions of sale should include the following:
 

Bids must be for the total number of shares available.
 

HMGN should not be left with a minority holding.
 

The purchaser should be required to offer to buy shares
 

held by NIDC and members of the public (other than
 
tannery shareholders) It would be unreasonable for HMGN
 

to sell and leave minority shareholders locked in.
 

- Payment terms should be defined. We recommend that: 

* 	 HMGN state that it will not provide finance for the 

purchase. This is a small business and investors should 

be able to fund the purchase through equity and
 
commercial borrowings.
 

*That a deposit of at least 5% of the price be required
 

on signing of the sale agreement and the balance be paid
 

on settlement within 1 month.
 

*In the event of a delay in payment penalty interest be
 

charged. This should be at least 25% per annum.
 

Any r2quirements relating to continuity of employment,
 

redundancy terms etc., should be stated. We consider
 
that this is one of the most important and contentious
 

areas of privatisation and recommend that HMGN develop an
 
approach that can be consistently applied to all
 

privatisation transactions.
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Sundry conditions of a standard nature will also be included in
 
the draft sale and purchase agreement to be included in the
 
information memorandum.
 

BID ASSESSMENT CRITERIA
 

HMGN should retain the right to negotiate with any bidder and
 
accept other than the highest bid. However in the interest of
 
transparency it is essential that HMGN can publicly defend the
 
exercise of such rights by reference to predetermined criteria.
 

We recommend that the stated criteria for assessing bids include:
 

- Plans to develop the level of expertise at management and
 
worker level
 

- The quality of business plans and in particular plans to
 
lift the quality and quantity of hides available to local
 
processors
 

- Proposed employment conditions and plans to provide 
employees with incentives and performance rewards 
(including in this case the contracting out of selected 
activities). 

- Proposals for further investment e.g. the development of
 
abattoirs.
 

- Procedures which will ensure a fair return to the
 
suppliers of hides.
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VALUATION ISSUES
 

Establishing a fair market value 
for the shares in RHCDC is
 
extremely difficult. The accepted definition of "fair market value"
 
is " the price 
anxious vendor 

that would be 
and a willing 

agreed between a willing but not 
but not anxious purchaser in a 

situation where the parties have equal knowledge and equal 
bargaining power." 

For equal bargaining power to exist it is necessary that both
 
parties have the ready ability to walk away from negotiations and
 
pursue other means of meeting their objectives. Where, as is the
 
case with HMGN's shares in RHCDC, there is only one serious bidder,
 
then HMGN's options are limited to accepting the best price which
 
can be negotiated with that one bidder or liquidating the company
 
and accepting its share of the liquidation proceeds. Even
 
liquidation is not a simple option because HMGN does not hold the
 
75% of shares required to resolve that the company be liquidated.
 

Obviously there is the further option of holding on to the shares
 
but that is contrary to HMGN's privatisation policy and will only
 
delay rather than solve the problem.
 

The difficulty of placing a fair value on RHCDC is compounded by

the dominance which the local tannery owners have in the 
raw hide
 
trade. If the tanners act collectively and take control of RHCDC
 
then they can dictate both the price paid to hide suppliers and the
 
price at which hides are transferred from RHCDC to the tanneries.
 
RHCDC will therefore be as profitable as the tanneries decide.
 

If HMGN stipulated that shareholding in RHCDC cannot be controlled
 
by tanners, then the tanners could still exert control by:
 

collectively agreeing on the price they will pay to
 
RHCDC, or
 

refusing to buy from RHCDC and setting up their own
 
collection network, or
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seeking indirect control of RHCDC through nominee or
 
friendly shareholders.
 

The fundamental reason for the domirating position of tanners is
 
that the export of rawhides is banned and suppliers have no
 
alternative but to sell to local tanners. The dominance is given
 
emphasis because, unlike the tanners, the hide suppliers are not an
 
organised group and also because the tanners realise that new
 
tanneries are unlikely to be set up and compete for raw hides.
 

Our view is that in negotiating a sale of the RH"DC shares HMGN
 
should recognise that tanners can control the rawhide trade. What
 
is being sold is therefore not a raw hide trading organisation but
 
a collection space. The tanners need such a service and therefore
 
the established RHCDC organisation and facilities do have some real
 
value to the tanneries. The question is what is the value of this
 
particular service? The answer can be found by considering the
 
options available to the tanners.
 

The logical option is that they set up their own collection agency.
 
The capital cost involved would be approximately the same as the
 
current net asset value of RHCDC (with fixed assets valued at
 
current market value). Even allowing for the Management and
 
administrative costs of setting up a new organisation, this option
 
would be seen by tanners as having advantages as against taking
 
over RHCDC.
 

The main advantage would be that tanneries would be free to appoint
 
their own management and staff and would avoid the significant
 
problems associated with taking over an organisation with a
 
substantial number of surplus staff. A further advantage is that
 
the tanneries could select the most economical.sites for depots and
 
warehouses rather than accept the current facilities.
 

The following comments on the valuation of RHCDC need to be
 
considered in the light of the above general comments.
 

FREE CASH FLOW VALUATION
 

Sanli Pastore & Hill, Business Valuation Consultants, Los Angeles
 
have assessed the value of the total shareholding in RHCDC at NR
 
24,039,000. On this basis the 59% shareholding of HMGN would have
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a value of NR 14,183,000
 

This free cash flow valuation is only valid if there is an open and
 
competitive market for the hides collected by RHCDC. As 
stated
 
above that position does not apply and we need to consider other
 
methods of ascertaining the price which HMGN can expect to obtain
 
for its shares in negotiations with the tanneries.
 

In our view the price which can be expected will probably fall some
 
where between a "going concern" assets value and a liquidation
 
value.
 

GOING CONCERN ASSETS VALUE
 

This involves an assessment of the price a buyer would pay to take
 
over the established structure rather than set up a new business.
 
The value can be assessed as follows:
 

1. 	 Assess the current value of the net assets of the
 
company.
 

2. 	 Deduct the costs relating to surplus staff. These will
 
includethe wage costs of carrying those staff until they
 
resign or are made redundant and make some allowance for
 
the inevitable disruption associated with laying off
 
staff and changing employment conditions for those who
 
remain.
 

3. 	 Allow for the benefit of any past tax losses which will
 
be available to the new owners.
 

4. 	 Add some allowance for the fact that the operation is "up
 
and going."
 

The questions as to who will bear the costs of surplus staff and
 
redundancy, and how such issues will be managed are probably the
 
main points to be negotiated. We would expect tanners to argue very
 
strongly that the responsibility lies with HMGN and the costs
 
should be reflected in the share price.
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Our estimate of the going concern value is 
set out in schedule 1
 
attached.It totals NR7,895,000 and HMGN,s 59% 
share would have a
 
value of NR 4,660,000. We emphasise that the calculation is an
 
approximation 
as it is not possible at this time to accurately
 
calculate the level and costs of surplus staff.
 

LIQUIDATION VALUE
 

This involves an assessment of the net proceeds which would be
 
available to shareholders if the company was liquidated. The main
 
difference between this and the above going concern value is that
 
some fixed assets will realise less on a liquidation sale than on
 
a going concern basis. There are also liquidator, legal, and other
 
costs associated with a liquidation.
 

An important point 
is that there is no legal obligation to make
 
redundancy payments to 
staff who lose their jobs as a result of
 
liquidation. This may be able to 
be used as a negotiating point
 
when discussing potential surplus staff costs with the bidders.
 

It is appreciated that HMGN would be 
reluctant to liquidate the
 
company. 
However this valuation approach establishes a minimum
 
value for the shares.
 

An estimate of liquidation value is set out in schedule 2. The
 
total net proceeds are estimated at NR71021,000 and HMGN,s 59%
 
share would have a value of NR4,142,000.
 

CONCLUSION
 

We estimate that, for the purposes of sale to the tannery group,
 
the value of the 59% of the shares held by HMGN (including the 7000
 
shares held by NIDC), is in the range of NR 4.0 million to NR 5.0
 
million but a higher figure may be achievable if tanners are
 
prepared to accept lower redundancy figures than we have estimated.
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Schedule 1 

Raw Hide Collection and Development Corporation
 
Going Concern Asset Based Valuation
 

NR 	 Note 

(000's) 
Value of net assets including fixed assets 
at current value 9960 

Less 	 Allowance for cost of surplus staff to 
be taken over by purchaser 

(a) 	 Extra salary and wage costs for I year
 
period until resignation retirement or
 
redundancy NR 3900
 

Less Tax 	 1565 2345 (1) 

(b) 	 Gratuity costs accumulating from date 
of sole of shares until cesignation,
 
retirement or redundancy NR Nil
 

(c) 	 Estimated redundancy costs NR 320 (2) 
(540 less tax 220) 

7295
 

Add (a) 	 Value of any past tax losses available 
to be carried forward-based on NR 400 
estimated 1992/93 loss of NR 1.0 million 

(b) 	 Allowance for the costs which would be 
involved is setting up a new collection 
Company (including administration) NR 200 

Net Value 	 NR 7895 

Value of HMGN's 59% 	 NR 4660 



Notes 

(1) 	 We have not carried out a review of the organization structure and operating 
procedures. However we have made a preliminary assessment of likely surplus staff 
numbers. 

This figure assumes that all staff will be retained for I year and then surplus staff 
will be made redundant. 

If surplus staff number are less than our estimate, and/or leave before I year then 
the figure will be reduced. 

(2) 	 These redundancy costs are based on surplus staff numbers. It has been assumed 
that staff who joined last will be the first to be made redundant. 

Redundancy payments are assessed at I months pay for each year of service plus 
Imonths advance pay. 

(3) 	 The tax benefit will vary according to the actual tax deductible loss for the year 
ending 15 July 1993. The figure used is an estimate only. 



---------------------------------

Schedule 2 

Raw Hide Collection and Development Corporation
 
Liquidation Valuation
 

(0001s)
1. 	 Net Assets as per Adjusted Balance Sheet 

(including fixed assets at current going
 
concern value). 
 NR 9960 

2. 	 Estimated Profit or Loss on disposal and
 
collection of assets.
 

Adjusted Estimated Profit 
Assets Book Value Proceeds (Ls) 

Stock 1671 1475 (196)
 
WIP 137 100 (37)
 
Trade Debts 4662 4196 (466)
 
Other Advances 2380 2142 (238)
 
Investments 500 
 500 	 Nil 
Land 	 4406 
 4406 	 Nil 
Building 	 1218 609 (609)
 
Vehicles 
 2597 1818 (779)
 
Office Furniture
 
&Equipments 
 329 165 	 (164) 

Totals: 17900 15411 	 (2489) NR (2489)
 

3. 	 Net Assets adjusted for Profit (Loss) on disposal 7471 

4. 	 Liquidation Costs and Expenses 
-	 Redundancy or termination costs
 

payable to employees 
 NR Nil 
- Liquidators fees, legal fees and 

sundry expenses NR 450
 

Net Liquidation Value NR 7021 

Value of HMGN's 59% NR 4142 
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NEPAL FILM DEVELOPMENT CORPORATION 

PRIVATISATION OPTIONS 

INTRODUCTION 

In considering the options for privatising Nepal Film Development 
Corporation ("NFDC") the following characteristics and issues are relevant: 

- this is a small specialised facility with a limited customer base 

- the company has incurred losses in 21 out of 22 years
- it is in the early stages of changing from a film production 

company to a film processor and developer. It also hires film 
production equipment. 

- the company's success is very dependant upon the level of film
production in Nepal. There a demandis growing for movietheatres throughout Nepal and this will encourage local film 
production. 

However much of the investment in theatres and local films isprobably fuelled by the present tax incentives available 
theatre owners and film producers. If those incentives were 

to 

withdrawn or reduced the level of investment could diminish 
rapidly. 

as film viewers tastes become more sophisticated there will be 
more demand for foreign films both in theatre and video. This
has been the case in India where local film production has
declined significantly in the last 5 years. 

the facility and the country could gain if a foreign investor 
could be attracted. Such investor could help attract foreign film
producers to Nepal. However this could be contrary to HMGN,s
policy for development of local culture. 

given the small size of the company and the dependency of the
industry on tax incentives, the suitability of the company for
public listing is marginal. However a controlling shareholder
with plans to expand the facility and attract foreign interest
could be interested in seeking capital through the share 
market. 

the company would benefit from a shareholder which could 
provide technical and/or marketing experience. 

Given the specialised nature of the facility and the lack of any marketingstudies it is difficult to assess the likely level of investor interest in NFDC. 



THE SALES PROCESS 

We recommend that the sales process should include the following step3 ana 
features: 

1. Incorporate as a Company under The Company Act, 1991 

NFDC was established under the Communication Corporation Act. To 
enable it to be totally privatised the NFDC needs to removed from 
the provisions of that act and re-registered as a company under the 
Company Act. 

2. Adjust Land Lease to Current Market Terms. 

The present lease of Government land to NFDC is on favourable terms. 
Before privatisation HMGN should ensure that the terms and 
conditions of the lease are in accordance with normal arrangements 
with the private sector. 

3. Decide on Future Ownership of Historical/Cultural Film 

NFDC holds a stock of films which have very little commercial value, 
but could be of historical or cultural importance to Nepal. Rather 
than transfer the custody of such films to a private sector owner the 
Ministry of communications may prefer to retain them in HMGN 
ownership. Any such decision must be made prior to release of the 
sales information memorandum. It is important that bidders 
understand precisely which films they will be acquiring. 

4. Advertise 

HMGN should advertise in local and foreign newspapers the fact that 
its shareholding in NFDC is for sale and call for expression of interest 
from any party. Copies of advertisements should be provided to 
foreign embassies in Nepal. Responding parties should be required 
to provide information to satisfy HMGN as to their financial standing 
and business management experience. 

5. Release Sales Information Memorandum 

A sales information memorandum should be provided to those parties 
which meet the pre-qualification requirements. A refundable deposit 
of NR200,000 should be required to ensure that only genuine bidders 
gain access to the information. As well as providing financial data the 
memorandum should set out: 

the proposed terms and conditions of sale. e.g.payment 
requirements 
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warranties (if any). 

schedules of assets of the company and an indication as to their 
current value in use. 

- statistics relating to employees. 

information required to be presented by bidders and criteria to
be used by HMGN in assessing bids. 

information relating to current Government policies. e.g.reference to relevant parts of the National Communications 
Policy statement of 1992. 

6. Bidders Preliminary Inspection 

All interested parties should be provided with the opportunity toinspect company records and facilities and discuss agreed matterswith sales agents (privatisation cell or other designated persons).This does not need to be a full due diligence but is designed toenable indicative bids to be developed. 

7. Indicative Bids 

Purchase proposals including an indicative bid price should beobtained and assessed. Discussions should take place to clarify bidproposals and HMGN should then decide whether any bid should beaccepted. If no bids satisfy HMGN's criteria, including minimum value,then a decision must bt made either to enter into negotiations with aselected bidder of bidders, accept the best available bid or withdraw
the shares from the market. 

8. Lease Option 

If a buyer cannot be found at appropriate terms then considerationcould be given to making the facility available by way of lease 
arrangements. 

We regard this as a "last resort" option. A lease arrangement is likelyto appeal to these who do not have the finance to buy. This wouldmean that the facilities would be unlikely to be developed (unlessHMGN funds future capital expenditure) and would leave HMGNexposed to the risk of failure of the lessee. 

-3­



POLICY ISSUES, CONDITIONS AND CRITERIA 

The industry policies, conditions of sale and the critexia to be used
in assessing bids needs to be agreed by HMGN and clearly set out in 
the information memorandum. 

INDUSTRIAL POLICY 

As stated above the policies and plans of HMGN relating the film
industry, should be clearly stated. In particular if HMGN intends to
place any particular requirements or constraints on the owners of
NFDC, such conditions must stated in thebe clearly 	 information 
memorandum. 

Section 4.9 of the National Communications Policy 1992 sets out the
objectives and policies of NFDC. A private sector owner must be free 
to implement its own policies and objectives. If HMGN requires NFDCto assist in meeting certain social objectives then appropriate
commercial arrangements would need to be agreed with the new 
owners. For example HMGN could contract with NFDC to provide
certain assistance to local producers. An alternative is for HMGN to
provide financial assistance to local producers to enable them to 
compete with other parties for the use of NFDC facilities. The existing
tax incentives are an example of such assistance. 

CONDITIONS OF SALE 

It is recommended that those expressing interest in obtaining a copy
of the information memorandum should be required to satisfy HMGN
that they have the financial resources to make a realistic bid.
Requests for copies of the memorandum should include some comment 
as to how the party would finance the purchase and provide names of
referees who could verify such comment. 

In addition it is recommended that a deposit of at least NR200,000 be
required before release of a copy of the memorandum. 90% of the
deposit should be refunded to those who do not bid or lodge
unsuccessful bids. 

The actual conditions of sale should include the following: 

-	 Bids must be for the total number of shares available. HMGN 
should not be left with a minority holding. 

- Payment terms should be defined. We recommend that: 

* 	 HMGN state that it will not provide finance for the 
purchase. This is a small business and investors should 
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be able to fund the purchase through equity and 
commercial borrowings. 

That a deposit of at least 5% of the price be required on 
signing of the sale agreement and the balance be paid on 
settlement within 1 month. 

* In the event of a delay in payment penalty interest be 
charged. This should be at least 25% per annum. 

- Any requirements relating to continuity of employment,
redundancy terms etc., should be stated. We consider that this
is one of the most important and contentious areas ofprivatisation and recommend that HMGN develop an approach
that can be consistently applied to all privatisation 
transactions. 

Sundry conditions of a standard nature will also be included in thedraft sale and purchase agreement to be included in the information 
memorandum. 

BID ASSESSMENT CRITRIA 

HMGN should retain the right to negotiate with any bidder and acceptother than the highest bid. However in the interest of transparency
essential publiclyit is that HMGN can defend the exercise of such 

rights by reference to predetermined criteria. 

We recommend that the stated criteria for assessing bids include: 

- Proposals which will assist in the development of the local film
producing industry and the Promotion of Nepalese art and 
culture. 

- Shareholding participation by Nepalese residents, particular
those with an interest in developing local art and culture. 

- Plans to develop the level of expertise at management and 
worker level 

- The quality of business plans and in particular plans to lift the 
quality and quantity of film processing undertaken 

- Proposed employment conditions and plans to provide employees
with incentives and performance rewards 

- Proposals for further investment and creation of more jobs 

-5-
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VALUATION 

Without conducting a market survey of potential users of the NFDC facilities
and also surveying the potential buyer interest from Nepal and elsewhere
it is difficult to accurately assess how competitive the bidding will be for
the Shares in NFDC. The time available for our assessment of this company
has been insufficient to allow for such surveys. In considering the values 
set out below it must be acknowledged that: 

the company has a long history of losses and future prospects 
are uncertain 

indications are that there is a surplus of film production and 
processing facilities in Tadia 

the recent increase in demand in Nepal has been driven by
taxation incentives rather than the economic potential of the 
industry. 

FREE CASH FLOW VALUATION 

Sanli Pastore & Hill, Business Valuation Consultants, Los Angeles, have
assessed the value of the shares on a free cash flow basis at NR 36,276,000.
Details are set out in a separate valuation report. 

Future cash flows used in the valuation are based on projections providedby the General Manager of the company. Amongst the important assumptions 
are: 

that total sales revenue will increase from less than 2.0 million
1992/93 to 16.1 million in 1993/94 and will progressively increase 
to 52.7 million by 1997/98. 

that the company will recover from a loss in 1992/93 to a profit
(before tax and interest) of NR 6.5 million in 1993/94 and
progressively increasing to 34.0 million by 1997/98. 

Free cash flows have been discounted back to present value at a discount 
rate of 30%. 

GOING CONCERN ASSETS VALUE 

This involves an assessment of the price a buyer would pay to take over theestablished structure rather than set up a new business. The value can be 
assessed as follows: 

1. Assess the current value of the net assets of the company. 
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2. 	 Allow for the benefit of any past tax losses which bewill 
available to the new owners. 

3. 	 Add some allowance for the fact that the operation is "up and 
going." 

Our estimate of the going concern value is set out in schedule 1 attached.
It totals NR 50 million.We emphasise that the calculation is an approximation
as it is not possible to accurately calculate the value which a buyer would
place on the specialised equipment. 

LIQUIDATION VALUE 

This involves an assessment of the net proceeds which would be available
to shareholders if the company was liquidated. The main difference betweenthis and the above going concern value is that some fixed assets will realise
less on a liquidation sale than on a going concern basis. There are also
liquidator, legal, and other costs associated with a liquidation. 

It is appreciated that HMGN would be reluctant to liquidate the company.
However this valuation approach establishes a minimum value for the 
shares.
 

An estimate of liquidation value is set out in schedule 2. The total net
proceeds are estimated at NR 35.275 million. 

CONCLUSION 

We estimaLe that, for the purposes of is in the range of NR 35 million to NR 
45 million. 

SHARES OR NET ASSETS 

In taking over an existing business many buyers prefer to acquire the 
assets rather than the shares. The reasons include: 

- in acquiring shares the new shareholder accepts the risk that their 
may be undisclosed liabilities or contingent liabilities arising out of
previous activities of the company. This 	may include income tax
liabilities, legal claims and undisclosed amounts due to employees and
creditors. In acquiring assets the buyer has no liability for the 
liabilities of the previous owner. 

- by 	acquiring assets the buyer can base future tax depreciation
claims on the current value of the assets rather than on the
depreciated book value. In most cases this 	 results in a higher
depreciation claim. This advantage may be offset by fees payable on 
transfer of land. 

-7­
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When a company has tax losses which can be set off against future profits
buyers may prefer to acquire the shares so as to gain the future taxbenefits. However the buyer may ask that HMGN, as vendor, provides a
warranty relating to any undisclosed liabilities of the company. 

In the case of NFDC we recommend that HMGN advertise the shares for sale,
but be ready to consider offers from bidders who may have a strong
preference for an acquisition of assets. If a sale of shares is negotiated
HMGN needs to consider the form of warranties it is prepared to provide. 

-8- SD 



Schedule 1 

Nepal Film Development Corporation 
Going Concern Asset Based Valuation 

NR 
(000's) 

Net Assets per Adjusted Balance Sheet 49,395. 
Less - Reduction in Book value of Films to bring 

to Market value (2,076) 

Costs relating to surplus workers wages and 
salaries until resignation Nil 

Redundancy Payments Nil 

47,319 

Add Allowance for costs of establishing new 
business 1,000 
Allowance for tax losses carried forward 
losses Nr. 9.0 million @40% 3,600 

Estimated Going Concern Value 49,919 

Say 50,000 

;3
 



Schedule 2 

Nepal Film Development Corporation 
Liquidation Valuation 

NR 
(000's) 

Net Assets as per Adjusted Balance Sheet 49,395 

Estimated Profit or Loss on disposal and 
collection of assets. 

Assets 
Adjusted 
Book Value 

Estimated 
Proceeds 

Profit 
(Los) 

Film 
Other Stock 
Debtors 
Advance 
Deposits LC's 
Land 
Building 
Plant &Machinery 
Vehicles 
Furniture & 
Equipments 

4,076 
4,366 
1,689 
5,623 

23,106 
130 

10,068 
9,220 

519 

183 

2,000 
3,929 
1,604 
5,061 

23,106 
Nil 

6,673 
2,556 

389 

92 

-------------------

(2,076) 
(437) 
(85) 

(562) 
Nil 

(130) 
(3,395) 
(6,664) 

(130) 

(91) 
---------­

58,980 45,410 (13,570) (13,570) 

Net Assets Adjusted for Profit (loss) on disposal 
Liquidation Fees and Expenses 

35,825 
550 

Net Proceeds of Liquidation 35,275 



BALAJU TEXTILE INDUSTRY LIMITED 

PRIVATISATION OPTIONS 

INTRODUCTION 

In considering the options for privatising Balaju Textile Industry
 
Limited ("BTI") the following characteristics and issues are relevant:
 

This is a small company operating in an internationally
competitive industry. The company suffers badly from 
outdated equipment, lack of technical skills, lack of product
development and product mix and does not have the financial 
resources to improve its position. 

the company has incurred losses in 3 out of the last 4 years,
has negative shareholder's funds and is technically
insolvent. 

low productivity has resulted in high production costs per 
metre and contributed to the losses. 

given the small size of the company and the history of losses 
it is'not suitable for public listing or employee ownership. 

The size and low value of the company has not justified an independent
marketing or technical study of the company. However the present
 
manager has expressed confidence that with appropriate technical

assistance, training and capital the company could be converted into a
 
profitable activity.
 

An important element in the manager's opinion is that the plant should

be geared up to operate on a 3 shift basis. If this could be achieved

then, apart from those who could not be retrained, most workers should
 
retain their jobs.
 

While we have carried out an approximate assessment of value we 
consider that this is a situation where value can only be assessed 
through a competitive bidding process. 

THE SALES PROCESS 

We recommend that the sales process should include the following steps 
and features: 

1. Advertise 

HMGN should advertise in local newspapers the fact that its shareholding
in BTI is for sale and call for expression of interest from any party.
Copies of advertisements should be provided to foreign embassies in
Nepal. Responding parties should be required to provide information to 25
satisfy HMGN as to their financial standing and business management 



2. ReleaseSalesInformationMemorandum
 

A-sales informationmemorandum should be provided to those parties
 
which meet the pre-qualif icatiolequirements. A ref undabledepositof 
NR200,OOOshould be required to ensure thatonly genuine bidders gain
 
access to the information.As well as providing financialdata the
 
memorandum shouldsetout­

- the proposed terms and conditionsof sale.e.g. payment 
requirements
 

- warranties(ifany). 

- schedules of assetsof the company and an indicatioras to 
theircurrent value in use. 

- statisticaslati nqto employees. 

- informatiorrequiredtobe presentedby biddersand criteria 
tobe used by HMGN inassessingbids.
 

- informatiorrelatintocurrent Government policievelevant 
to the industry. e.g. import policy, incentives for
 
manufacture.
 

3. Bidders PreliminaryInspection 

Allinteresteqbartiesshouldbe provided with theopportunitytoinspect 
company records and facilitieid discuss agreed matters with sales 
agents (privatisaticwellor other designatedpersons).This does not 
need tobe a fulldue diligencdut isdesigned to enableindicativbids 
tobe developed. 

4. I ndicativEids 

Purchase proposalsincludingan indicatividpriceshouldbe obtained 
and assessed. Discussion.should takeplacetoclarifgidproposalsa, d 
HMGN shouldthen decidewhether any bid should be accept:ed.Ifrno bids 
satisfHMGN's criteriancludirigminimum valuethen a decisiorr-tusL 
be made eiLherto enter into negotiationswith a selectedbidder or 
biddersaccept the best availabl &id.,or-l:i-quidJatft he compa ny. 

COND.I.TI.ONS. AND CRI.TERI.A BEST AVAILABLE COPy 

The condition)of saleand t:he criteriao,be u;ed i.ni ,e r .nt.id needtr 
tobe agrekd by HMGN arid clearly'etoutiri the Irnfor ,r.atiomiemoraridurn 

CONDITT O.!N: OF S3ALE RF!:,,T N I,%I... 

I I . .r ec iie ride, ;tlhat .e, expr ess ni l.ii -t copy. Ofrig i nt.:ere,,Li ri Iri. 
the i if,:orriL ion rriur; ri.:r "i,hoilj) d be requi i ed to saL: i. vHi-i(.hN ti,:il 

http:vHi-i(.hN
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they have the financia1-esourcesto make a realistibid..Requests for

copiesof the memorandum should includesome comment as to how the
 
party would finance the purchase and provide names 
of refereeswho
 
couldverifysuch comment.
 

In additionit is recommended that 
a depositof at leastNR200, 000be
requiredbeforereleaseofa 
copy of the memorandum. 9 0% of the deposit

should be refunded tothosewho do not bid 
or lodgeunsuccessfulbids.
 

The actualconditionsof saleshould includethe 
following:
 

Bidsmust be forthetotalnumber of sharesavailableHMGN
 
should not 
be leftwith a minorityholding.
 

- Payment terms should be defined. We recommend that:
 

HMGN state that itwillnot provide finance for the
 
purchase. Thisisa smallbusinessand investorsshould
 
be 
able to fund the purchase through equity and
 
commercialborrowi ngs.
 

* TYhat adepositofatleast5% of thepricebe requiredon 
signingof the saleagreement and the balancebe paid
 
on settlementwithinl 
month.
 

* In the event ofadelayinpayment penalty interes-be 
charged. This plus surcharge should be at least25%
 
per annum
 

Any requirements relatingto continuityof employment,

redundancy 
terms etc..should be stated. We considerthat
 
this isone of the most 
 importntandcon trn 
tiusareas
 
of privatisationand recommend 
that HMGN develop an
 
approach thatcanbeconsistentl1AppliedtoaIprivat-satlon
 

transactions.
 

Sundry ,::onditior,s)fastandardinaturewilkilsobe includedir, LLiedrair:
sale and purchase agreement to be included in the inrormation
 
fl( !;ricr andum 

.
 
BID ASSESSMENT. CRITERIA BEST AVAILABLE COPY 

HIGN -:.hould retai nthe right to negot.i atwi thI any bidd(. ai act:elt:
other thari
the highestbid. However in the interestof :ra risparency it.
J.-1-e-.:L t i a LhatHMGN carn publ ic yIdefend the exerc i se:.)f su.c1 i (.IItsby 
r ef er enc:etopre-deter-mi ned cri teria. 

:cor-:riie rid tt -..tlhe s tatedc r i t:e r i ,f,-r e; ni itihicI u,le 

Fr opos, Is whici w las.-i sti n I.he deve,I ,pment of the I oca L 
te!xt iI 1-:i-ro(, ,c:i rir i ridu ti y ­

I 



Shareholdingparticipatiobiy Nepaleseresidents particular
 
those with marketing or management experience in the
 
industry.
 

Plans 
to develop the levelof expertiseat management 
and
 
worker level
 

The qualityofbusinessplansand inparticularplanstolift
 
the qual ityand quantityof products produced
 

- proposalsrelatingtoany redundant employees. 

Proposed employment conditions and 
plans to provide
 
employees with incentivesand performance rewards
 

- Proposalsforfurtherinvestmentand creatiorof more jobs 

Without conducting a market survey 
of potentialusers of the BTI

faciiitiand alsosurveying thepotentiabuyer interestfromNepaland

elsewhereitisdifficulltDaccuratelyassesshow 
competitiv(hebidding

wilIbe for the Shares inBTI. The timeavailableforour assessment :if

this company has been insufficienl:o allow for such 
surveys. In
 
consideringthe values 
set 
out below itmust be acknowledged thatthe
 
company has a history of 
losses and future prospects are very
 
uncertain.
 

CAPITALISED FUTURE 
PROFIT VALUATION
 

SanliPastore& HillEusinessValuatiorConsultants 
os Angeleshave:,

assessed the value of the shares on a capitaIizatioai future profits

basisatNR 16 ,
 7 4 0.,OOCetai]sresetoutina separatevaluatiorreport,.
 

Future cash flows used 
in the valuationare based 
 on projections

provided by the General anager of the company. Amongst the important 
assumptions are: 

thattotasaIesr-even Ue willincrea efrroni NR 17mi Iiorror 
l992/93to 48 mi 11 iorfol lowi ri, ome p1 antnoderri. tiorrI,::: 
introduction.f a 3 shiftDperation. 

Lthat the i ncreased product on of 2.&'nill i ,.:ut res -(19, /'', 
was O)-9.337metres, can be achievedanrd .. t :ur i ; iar Ie 
pricc--s.
 

t hatthe company wil1recover f rom .-I,-i ','I.sc .. :. d to ; i ,
the vi cj ni tr,f NR ].1,1a i ii o 6 n t ht,I 992.,.3,'c3 r r , , i it,
31:). O li I u,.def, i.ert.h-e' L::-" .a i .- r,a i L, r .-- i ;.,, 



The maintainableprofi1has been capitalisedta rateof20%,which rate

allowsforfuturerealgrowth 
of 10%.
 

GOING CONCERN 
ASSETSVALUE.
 

This involvesan assessment 
of the pricea buyer would pay totakeover
thp establishecbtructureratherthan 

setup a new business.The value
 

can be assessed
as follows:
 

1. Assess the current value of the net 
assetsof the company.
 

2. 
 Allow for the benefitof any past tax losseswhich willbe
 
availabldtothe new owners.
 

3. Add some allowanceforthefactthattheoperationis,,up 

end
 

going."
 

Our estimateof the going concern value issetout inschedulel

attached.IttotalWR 37 million.We emphasise thatthe 
calculation
is an approximation 
as 
it is not possiblefor localvaluers to
accuratelycalculatEthe value which a buyer would placeon the
 
special isedquipment.
 

LIQUIDATION VAE 

This involvesan assessmentof the net
proceeds which would be avai 1able
to shareholders if the company 
was liquidated.The main difference

between thisand theabove going concern valueisthatsome fixedassets
wi i]real isdlesson a I iquidatio~malethan on a goi ng concern basis .There 
arealsoliquidator,legaiqd 
othercostsassociatec~itha 
liquidation.
 

ItisappreciatedthatHIGN would be reluctanttoliquidatethecopany.

However thisvaluationapproach establishesa miriurn 
value for-the
 
shares -


An estirnateof lquidatlo'alue issetout in schedule 2. The totaret
proceeds are estimatedatNR 17 miIIlion.
 

CO NCLUS ION,'. 
. 

We estimatetl-atfor the purposes of BEST AVAILABLE COPY 
asin the range of NR 17 mi .liotoNR 25 mi I I ion
 

3-HARE"3 
 OR NET A.3ETS 

I n ta ki ng over an exstir,i si ries. .marybuyers pr,-'fUer to,,cquire th,asse t.,rather than the .z. .The
 

- ll.tCqu iriq t i'r., I 
 ie,ew 
r ],n . iii.' I.irelihld:l,.ith:. i i..v ,e Ij IJsdis:c1ose.: I .i , I J c::.1 i Jl. II -It i I I In si , I Ito " I revI ou. a: tI'.V i 
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li[abilitiem~alclaimsand undisclosedamounts due to employees and
creditorsAnacquiringassetsthebuyer has no liabilitfprthe liabilities
 
of the previous owner.
 

- by acquiringassetsthe'buyer can base future taxdepreciation
claimson the current valueof the assetsrather than on the depreciatedbook value. In most cases thisresultsin a higher depreciatiorclaim.
This advantage may be offsetby fees payable on transferof land. 

When a company has tax losseswhich can be set off against future
profitsbuyers may pref ertoacquirethesharessoastogainthefuture 
taxbenefitsHowever thebuyer may askthatHMGN, as 
vendor, provides

a warranty relatingtoany undisclosedliabilitiefgthecompany. 

InthecaseofBTI we recommend thatHMGN advertisethesharesforsale,
but be ready toconsideroffersfrom bidders who may 
have a strong
preferenceforan acquisitior,f assets.
Ifa saleof shares isnegotiated

HMGN needs toconsiderthe form ofwarrantiesitisprepared toprovide.
 

BEST AVAILABLE COPY
 

,-+Oh,
 



Schedule I 

Balaju Textile Industry Limited 
Going Concern Asset Based Valuation 

Value of net assets including fixed assets at current value 

NR 
(000's) 

NR 36,382 

Less Allowance for cost of surplus staff to be taken over 
by current value 

(a) Extra salary and wage costs for period until 
resignation, redundancy (after tax). Estimated 
15 labour and 12 Administrative / 12 Technical 
NR 946,000 Less Tax 376,000 NR (570) 

(b) Gratuity costs accumulating from date of sale of 
shares until resignation, retirement or 
redundancy (after tax) NR (50) 

(c) Estimated redundancy costs (after tax) NR (570) 

Add (a) Value of any past tax losses available to 
be carried forward 
40%of NR 5.0 million NR 2000 

(b) Allowance for the costs which would be involved 
is setting up a new textile company NR 200 

Net Value NR 37,392 

Say NR 37,000 

Ltl
 



Balaju Textile Industries 
Liquidation Valuation 

Schedule 2 

NR 
(000's) 

1. Net Assets as per Adjusted Balance Sheet 
(including fixed assets at current going concern value) NR 36,382 

2. Estimated Profit or Loss on disposal and 
collection of assets. 

Assets 
Adjusted 
Book Value 

Estimated 
Proceeds 

Profit 
(Loss) 

Stock 
Trade Debtors 
Other Advances 
Land 
Building 
Plant & Machinery 
Vehicles 

Officer Furniture 
& Equipments 

4,096 
327 
99 

20,969 
8,280 

21,289 
53 

40 

3,072 
^11 
99 

20,969 
6,624 
5,446 

40 

20 

(1,024) 
(16) 

Nil 
Nil 

(1,656) 
(15,843) 

(13) 

(20) 

Totals: 55,153 36,581 (18,572) NR 18,572 

3. 
4. 

Net Assets Adjusted for Profit (loss) on disposal 
Liquidation Costs and Expenses 
- Redundancy or termination costs 

payable to employees 

- Liquidators fees, legal fees and 
Sundry expenses 

35,825 

NR Nil 

NR 400 

Net Liquidation Value NR 17.410 
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SECTION 1. INTRODUCTION
 

1.1 Introduction
 

This information memorandum ("Memorandum") in relation to His
 
Majesty's Government of Nepal's (HMGN) shares ("shares") in Balaju
 
Textile Industry Ltd. ("BTI" or "the Company") has been prepared by
 
INTRADOS/IPG of Washington, D.C. (together "Advisors" 
which
 
expression shall include all other consultants or advisors who have
 
contributed to the information contained in this Memorandum) for
 
HMGN from information provided to the Advisors by the Company and
 
from publicly available information. The Memorandum is for use by
 
those persons who are considering the purchase of the shares in the
 
Company ("Shares"). It has been prepared solely for information
 
purposes in order to assist interested parties in making their own
 
evaluation of the Company and does not purport to contain all of
 
the information that a prospective purchaser may require. In all
 
cases, interested parties will be required to conduct their own
 
investigation and analysis of the Company and the data set out in
 
this Memorandum.
 

1.2 Confidentiality
 

This Memorandum is confidential to the person ("Party") who has
 
paid the initial fee and applied for a copy of the Memorandum. So
 
too, all information provided to the Party by HMGN or the Company
 
shall be treated as confidential by the Party. In accepting
 
delivery of the Memorandum, the recipient acknowledges and agrees
 
to observe such confidentiality at all times and undertakes not to
 
use or disclose any such information other than for the sole
 
purpose of enabling the Party to evaluate the Company and make an
 
offer for the acquisition of the Shares. This undertaking is in
 
addition to any separate confidentiality agreement which HMGN or
 
the Company may require the Party to enter into.
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1.3 Status of Memorandum
 

This Memorandum is not an offer by HMGN to sell its shares in the
 
Company. HMGN may at any time negotiate with one or more
 
prospective purchasers and enter into any agreement for the sale of
 
the shares without notice to the Party or any or all interested
 
parties. HMGN reserve the right at any time to terminate further
 
the participation in the investigation and sale process by the
 
Party or by any or all interested persons and to terminate such
 
process or modify the procedures without assigning any reason for
 
such action. HMGN shall be free to conduct the sale of the Shares
 
in their sole and unfettered discretion and may determine
 
procedures relating to the sale of the Shares which may be more or
 
less favorable to any potential purchaser than to other potential
 
purchasers.
 

1.4 Disclaimer
 

Neither HMGN nor the Company nor the Advisors have independently
 
verified the information contained in this Memorandum. 
The
 
Advisors, HMGN and the Company make no representation or warranty
 
as to the accuracy and completeness of the information and
 
projections contained in this Memorandum or provided to any party
 
by HMGN, the Company, the Advisors or any other person and they
 
shall have no liability for any statements, opinions, information
 
or matters (express or implied) arising out of, contained in or
 
derived from, or for any omission from, this Memorandum or any
 
other written or oral communications transmitted to the Party in
 
relation to the business or the Company.
 

In particular, this Memorandum includes certain 
statements,
 
estimates and projections with respect to the future performance of
 
the Company. These reflect certain assumptions made by the Company
 
or the Advisors concerning anticipated results which may or may not
 
prove to be accurate. No representations or warranties are made by
 
the Advisors, HMGN 
or the Company as to the accuracy or
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completeness of such assumptions, statements, estimates or
 
projections. The Party 
must rely solely on its own judgment,
 
knowledge, investigation and assessment of the matters which are
 
the subject of this Memorandum and any other information provided.
 

Neither the Party 
nor any other person shall have any claim
 
whatsoever against the Advisors, HMGN, the Company or any of their
 
officers, employees, agents or advisors arising out of or relating
 
to the sale of the Shares or this Memorandum, other than those
 
contained in any formal agreement for sale and purchase entered
 
into between HMGN 
or the Company and any purchaser. The Party

acknowledges and agrees that no contract or agreement of any nature
 
shall exist between the Party and the Advisors, HMGN or the Company
 
and no equitable rights or interest of any nature shall vest in the
 
Party or any other person in relation to the proposal for sale of
 
the Shares unless and until 
a formal written agreement has been
 
executed. The Party waives all claims in relation to the proposal
 
except those arising pursuant to the terms of 
such written
 
agreement to which it is a party.
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1.5 Shareholding in RHCDC 

The authorized capital of the company is Nrs. 10,000,000 comprising 100,000 ordinary 
shares of NR 100 each. 47,455 shares have been issued and paid up. 

Current shareholding is set out in appendix 10. In summary the share holding is: 

Share Held 

Number %
 

Held or controlled by HMGN. 28,000 59.0
 
Held by Tannery Companies 18,966 40.0
 
Public Shareholders 489 1.0
 

Total 47,455 100.0 

SECTION 2. SALE PROCESS 

2.1 Introduction 

In January 1991 HMGN resolved to encourage greater participation by the private sector 
in the development of an open and dynamic economy in Nepal. This was to be achieved by 
the privatization of certain public enterprises. 

In accordance with that policy HMGN has decided to sell its shares in RltCDC, with a view 
to completing this sale by October, 1993. 

This section of the Memorandum sets out the process by which the sale is to be achieved 
within that timeframe. 

2.2 Nature of Interest Offered 

It is intended that the privatization objectives will be achieved by the sale by HMGN of its 
shares in the Company. 

The shares controlled by IlMGN and available for sale total 28000. Itwill be a condition of 
any sale that the purchases will also offer to purchase the 489 shares held by the general 
public on the same terms and conditions as apply to the sale and )urchase of IIMGN's 
shares. Htowever any decision to sell their shares shall rest with the puhlic shareholders. 
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2.3 	 Access to Further Information 

It is recognized that the information contained in this Memorandum may be inadequate to 
enable potential purchasers to evaluate tile Company and formulate bids. If, after 
reviewing this Memorandum, prospective purchasers wish to proceed further with a view 
to making a formal proposal for the Shares, the following procedure must be followed: 

(a) 	 application must be made to: Ministry of Finance, Corporation Coordination Division, 
Privatization Unit, Bagh Durbar, Kathmandu. 

(b) 	 a confidentiality agreement in the form set out in appendix 1 must be completed and 
forwarded to the Ministry of Finance. 

On completion of these formalities the Party will be given access to the records and 
facilities of the Company through Ministry of Finance, Corporation Coordination Division, 
Privatization Cell to obtain further information that may be available and relevant to a 
purchaser of the Shares. Interested parties should not make any direct approach to the 
Company or its employees without first completing these formalities. 

2.4 	 Bidding Process 

(a) 	 The sale process is public and any person who has purchased a copy of this 
Memorandum is entitled to bid. However, the sale process differs from the 
conventional form of public tender. Once bids have been received, HMGN proposes 
to negotiate with selected bidders with a view to finalizing a sale of the Shares to 
that Bidder whose proposal is seen by lIMGN to best serve the objectives of 
privatization. 

(b) 	 Bids must be received by the Ministry of Finance, Corporation Coordination 
Division, Privatization Cell , Bagh Durbar, not later than 5 p.m. on 19Q3. 

(c) 	 Bids are to be delivered in a sealed envelope marked "RII('I)C Shr es". 

(d) 	 Bids must be made in the form set out in appendix 2 and llmust contain all of tile 
information required by each part of the bid form. 

(e) 	 All bids should be expressed in Nepalese Rupees. 

(f) 	 I1MGN and the Company shall Ie entitled to enter into corresponkd-nceor discusr3ions 
with any prospective purchaser prior to tile final (late for reccipt of*bids and at any 
time after that (late. IIMGN and the Company shall be utder no oligation to act in 
a similar manner to any other bidder or potential bidder. 
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(g) lIMGN and the Company shall not be bound to accept any or the highest bid. 
Acceptance will be complete on execution by HMGN and the successful purchaserof 
the written agreement for sale and purchase. Completion of the purchase shall then 
take place in accordance with the provisions of that agreement. 

(h) 	 If the successful bidder is a company, whether or not a private company or a listed 
or unlisted public company, IIMGN may in their sole discretion require the directors 
and / or the shareholders or any of them to guarantee the obligations of the 
purchaser or to provide other security for the performance or the purchaser's 
obligations. 

(i) 	 If any doubt or obscurity arises as to the -sale procedure set out in this 
Memorandum or any advertisement or in communication relating to the sale process 
(but not in the agreement for sale and purchase, after it has been signed by the 
parties thereto) such doubt or obscurity shall be resolved by H1IM.N in its absolute 
discretion. 

(j) 	 This Memorandum and any contract for the sale and purchaseof the Shares arising 
therefrom shall be governed by and construed in accordancewith the laws of Nepal. 

(k) 	 The sales process is subject to the provisionsof paragraph 1.3 of this Memorandum. 

2.5 	 Material issues 

In evaluating the proposaland submitting bids, prospective purchasers will need to give 
consideration to and assess the impact on the hid the following matters : 

(a) 	 Redundancies: It is envisaged that. following purchaseof the Shares, a purchaser 
will wish to restructure the Business operation in the interests of efficiency. 

Any restructuring will, inevitably, involve redundancy For some employees. Any 
costs of redundancies will represent a liability of the Companvy. tMGN accepts no 
responsibility for any such costs. 

(b) 	 Business Plans : Without limiting shareholders freedom to operate the Company 
following acquisition in such manner as the shareholders consider appropriate. 
HMGN will take into account, when evaluating competing bids. the following factors 
(in addition to price) which bidders are asked to address when submitting offers: 

(i) 	 Programmes to (leveloP (lie level of local ,xpvrtise and ability at 
management and worker levels. 
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(ii) 	 Ability of the bidder to introduce programmes increasing the quality 
arid quantity of raw hides collected. 

(iii) 	 Business plans for the Company. 

(iv) 	 Proposals in relation to anticipated levels of redundancy and 
improvement of employment conditions and employee welfare. 

(v) 	 Proposals to provide employees with incentives or to contract some 
activities to independent contractors. 

HMGN is concerned to ensure that the Company will be operated properly after sale 
and will play a part in the economic development of Nepal. These issues will be 
regarded by HMGN as important in the evaluation process. 

(c) 	 Ability to Finance Acquisition and Continued Operation of Company: IHMGN will need 
to be satisfied as to the ability of bidders to finance the acquisition of the Shares 
and to continue to operate the Company on a viable basis. This aspect should be 
addressed in the bid form. Although HMGN will provide every assistance to the 
successful bidder to enable early completion of the sale process (any assistance 
required should be identified by bidders in the bid form), HMGN/the Company will 
not provide financial assistance to the purchaser of the Shares. either by way of 
deferred purchase terms or otherwise. 

(d) 	 Management Expertise: Evidence of the bidder's past management experienceand 
ability should be provided in the bid form. 

(e) 	 Warranties : IMGN is putting the Shares up for sale on an "as is" basis. It is not 
proposed that HMGN or the Company will provide any warranties, representations 
or undertakings in relation to the Company or its Business. Potential purchasers 
must satisfy themselves as to the assets arid operation of the Company and bid for 
the purchase of the Shares based on their own judgment. 

(f) 	 Government Consents: An agreement by liMGN/the Company to sell the Slares to the 
successful purchaser will constitute approval by all departments of 'IMGN whose 
consent is necessary to the acquisition of the Shares by the successttl purchaser. 
No separate applications for other approvals will be necessary. 

2.6 	 l)eposit 

An amount equal to 90 %of the fec of R. 200,000 paid by tihe Party to receive a copy of this 

Mermoanldum will he refunded (without interest ) if tLh Party is un'3uccessful in pu rchasing 
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the Shares for any reason (other than default in completing the sale and purchase after 
final agreement has been signed). The fee paid by the successful bidder shall be applied 
as part payment of the purchase price of the Shares. 

A further amount which, together with the initial fee of Rs. 200,000, equals 5 %of the 
purchase price, is to be paid by the successful bidder at the time when the agreement for 
sale and purchase is signed. If the total payment is riot made within tie specified period 
of time, the deposited amount shall be forfeited. 

2.7 Legal Documentation 

A draft agreement for sale and purchase of the Shares is set out in appendix 3. This 
should be regarded as reflecting HMGN's present approach to the terms of tile agreement
which the successful bidder will be required to sign. However, IIMGN reserves the right 
to change the terms in any way or to adopt a new form entirely. The ultimate form of 
agreement which embodies the obligations of ItMGN and the purchaser will be agreed 
between those parties. 

2.8 Liaison and Enquiries 

All enquiries and requests for information in relation to this Memorandum and the sale 
process should be directed to: 

Mr. Muktrnda Prasad Aryal 
Joint Secretary 
Ministry of Finance, Corporation Coordination Division 
Privatization Cell, 
His Majesty's Government of Nepal 
Bagh Durbar 
Nepal. 

..............
;.... 
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2.9 Sale Timetable 

It is proposed that the following timetable will govern the sale process: 

1993 Publication of Tender Notice 

1993 Distribution of Information Memorandum. 

1993 Last date for receipt of bids. 

1993 Completion of evaluation by IIMGN of bids received.
 

-- 1993 Negotiation with successful bidders,
 

1993 Agreement and Payment of deposit.
 

HMGN reserves th right to change this timetable at any time.
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SECTION 3: BUSINESS INFORMATION
 

both seni-finished and finished leather products. 

3.1 GENEIAI INFORMATION 

3.1.1 Company Background 

Hides are major raw materials for the leather and tanning industries producing 

The need for hides became an important consideration with the advent of thegovernment's policy on establishing a domestic leather industry in Nepal. The setting­up of the first leather and shoe factory, Bansbari Leather and Shoe Factory (BLSF)1965- recently privatized by' the Government- followed by liberalization in this
in 

industry over the years, led to the establishment of further IIleather and tanning
factories in the country. 

With the evolution of this industry, there emerged a growing need for rawmaterials used for producing end products. Realizing the scarcity of raw hides neededfor feeding this industry, the government, in 1981/82, established the Raw Hide 
Collection and Development Corporation (RHCDC). Formed under tile Company Act ofNepal, the RHCDC was a joint venture between BLSF, Hletauda Leather Industry (HLI),and the private sector. The RHCI)C is charged with the responsibility of collecting,
processing, and developing of raw hide leading to its sale to tanneries that supply tothe domestic market as well as markets abroad. Collection of raw hides is clone throughIIfCDC collection centers established in 60 districts of the country. 

Towards the end of 1982, a year after its inception, RHCDC had collected,processed and told over 77,000 pieces of rawhides. In the fiscal year 1991/92, totalsales surpassed 215,000 pieces, showing an annual growth rate of 18% over the last 10year period. tlaving experienced losses in its first few formative years, RCHI)Creported significait profits in the last 8 years until July 1992. The organisation islikely to report a loss for the year ending 1992/93.
RCIIDC has a total of 300 collection centers, 14 regional & branch offices andsubbranches scattered in 60 districtsof the country. 

23 
These representa total land areaof about 16.5 Ropanis. Major townis where the corporation has landholdings includeKathmandu, Pokhara, lietauda, Butwal, and Dharan with a total of 2.5 Ropanis in

Kit lmmid u only. 

3.1.2 Economic Significance 

The Corpration was established with the ol)jectiveof assisting in the promotionand develupmeint of the shoe and leather industry in Nepal. It now collects almost all thelaw hide required by the 11 large size tanneries in the country. As the only majorcollector and piovider of raw hides-- due to the extensive nature of its collectioncapabilities-, the IICDC has played an important role in the rapid growth that tileleather arid shoe iiitlustry has experienced in the last few years. 

The demand for rawhides is in the neighborhood of 400,000 pieces. Rll('D(" wasable to supply only 215,000 pieces in the fiscal year 1991-92. It is anticipated thitl)ivatizatioll uf thi-,corporation will lead to increased collection of rawhides tha tcouldbe miatde available LL) tile taimeries - which already have ail installed capacity tol)i'OCez,, 500,0() ullitb. 

In view tof tie fact that tile leatler industry has still remained labor intensi\ve,with .iignifc(ant Cost advantag'es to be achieved through cheap labor sonurcing,
lIJivatizatioll of tle IIICIDC will unhallce tile export potential of Nepilesu heatlie ' 
)ridts aIlld I'mt increabi thm foitigi e.\chmamige evxm'rinLs. 
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3.1.3 	 Capability Profile 

3.1.3.a Grades of Iides Collected, Processed, and Developed by RIICDC for 
Purchase by Tanneries 

80%of the hides collected by the RHCDC are of the buffalo and 20% are those ofthe cow. In lines with local religious beliefs, slaughtering of the cow and the femalebuffalo is prohibited, therefore, hides for these two animals can only be collected once
they are dead. 

The hides collected, processed, and developed for purchase by tanneries fall insizes as shown in the table below. 

Shape Buffalo Cows 
a. Extra Large 32 sq. feet or more 	 --­
b. Large 	 24-31.99 sq. feet 23 sq. 	feet or more 
c. Big 	 18-23.99 sq. feet 16-22.99 sq. feet 
d. Medium 12-17.99 sq. feet 11-15.99sq. feet 
e. Small 	 6-11.99 sq. feet 6-109.9 sq. feet 
f. Extra Small 	 4-5.99 sq. feet 4-5.99 sq. feet 

(Classification bdsed o1 structure of the hide, its grain pattern, and size) 

Grade 	1: flitle of healthy cattle with full size; fresh 	and adequately
preserved; and having no defects on either side.
 

Grade 2: 
 Full size; fresh and adequately preserved; having no defects on
either side (flesh and grain); following defects on other parts of 
the body dleeiiied as acceptible: 

i. 	 A Cut Of hole lot exceeding 1 sq. inch in depth
ii. 	 A wound, oh a scar, ou loss of hair riot excee(ling I sq. inch 

in area
iii. 	 a small portion of the side of the hide damaged or eaten by

woril'lis 

Gra(le 3: Full size; fresli and adequately preserved; having no more than 3
oh the following dfet t.-, and also with 3/4th of tile total .ize intact: 

i. 	 branleid or withI attached fecal deposits
ii. 	 scralcliee i n ide 
iii. small part Ilint is rotten or"decomposed
i\'. ai iy otheU tl'tcts mentioned in Grade 2 

G(ade 4: IIiwhlVidtle. 0o 	 IlaV! otlli giaile ite c icatcihes, iild their L-ain
tl UCetUie i., li-. -ti niforiii. Follow ing d 'efecI iaxi aIso ciiuse tile

litde to be clasifiu ilder this g,1iJidU. 

1. 	 I St1. foot d llCOipOSed
ii. 	 Hide pltzscrsid by IVIo.g ilethod but could till be 

iii. 	 llidtus with ,.levrtjs fienitiineled in Grade 2 and (irade .1ithote 
but Im% 2/11part iitactiiig 
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3.1.3.b 	 Types of Processed Hides Genera.ed from Tanneries Once Received from 

RIICDC in Raw Form 

a. 	 Wet Blue (Seni-Finished) 

b. Crust 	Leather (Processed) 

c. 	 Finished Leather (Fully Finished) 

3.1.4 	 Corporation Outputs 

The RIICDC supplied over 215,000 pieces of rawhide to the tanneries industry in
Nepal in 1991-92. 

3.1.5 	 Sources of Information 

The information for this appraisal has been obtained froth interviews withprevious Company ianagement, the management of the two major tannery units, and anexpert who previously served as Chairman of RHCDC and is 	now with the LeatherIndustries Co-ordination Cell of the Ministry of industry. 

Additionally, an extensive number of independent reports were reviewed as wellas a status repor, preliared by the General Manager of the Company for the Ministryof Finance in March 1993. The organisationaland engineering appraisal was necessarily
very limited in scope and depth. It was based on: 

* 	 Interviews with previous. management. 

* Review of all the documents arid information provided by the company. 
* A review of the l)rocesse:iarind methods for collection, processing,storage, 

arid distribution of 'aw hides. 
* An assessmentof the organisation structureand arran-euments ts well as

the lnI) gelient y.temis arifOiidtioid81lld the human rS1ou'tces aVatilable 
to Chu company. 

Data provideO by t hc factory mariagemnent. 
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3.2 MARKET INFORMATION 

Demand Variables 

3.2.1 Consumer Variables 

End Users / 

All the rawhide collected by the RiICDC is sold to the 11 tanneries that further 
process it to 3 different kinds of products that are then sold domestically as %yell as in 
the foreign market. 

The three different products being made are: 

a. Wet Blue (Semi-Processed tide) 

b. Crust Leather (Processed) 

c. Finished Leather (Fully Processed) 

The tannleries export over 70% ofltheir products to foreign markets and 30% is 
consumed dome.stically. Of the total quantity of products exported, 60%comprises the 
wet blue variety, 30%is crust leather, and 10% is of the finished leather type. 

For the domestic market, most of the usage is in the area of leather shoe 
production, and other products- not produced illlarge volumes- that include portfolio 
bags, and beltLs mainly for the am my and the police force. 

3.2.2. Quantity Consumed 

The annual requirement of the I1 large tanneries in Nepal is in the region of 
400,000 pieces. They depend on the RHCD(' for virtually all the supply of rawhide. 
T'merufore, the Lotal supply of 215,000 pieces by the RHCDC is immediately consumed by 
the tanneries. 

3.2.3. Competitor Variables 

3.2.3.a. Market Shares 

Until three years ago, Itie IdiiCI)C was the only agency empowered to collect raw 
hide from around thle country. With the relaxation of government policy in 1989, and 
the allotmmemit of izieuseiu to others, aw hides are now generally collected in three ways: 
a) by RfiCI)C, through its organized and independent collection centers established 
txte isively all over the country, b) directly by the tanning industries themselves, and 
c) through maimy local collectors who are generally appointed by the tanners, but in 
soic cases they wui K independent ly, selling hides and skins to tanneries on a piece 
rate basis. 

RIiIJC rdtmiatei the market in iL collection of raw hides. Raw hides collected 
by others are -cry low and can be deciied as negligible. ilowever, in Ksthimandlu tIme 
com)eCtiiti)n i-keln as there is a Sizable b.-falo population being slaughtered for nmiat 
CO~lS U ilIp1 iOln 

3.2.4 Availabilily of Raw hides 

3.2.4.ti lI.,fistorical Indicatorn, 

Sin ce ttli,1ICI)' hapl )un's to he the dominant collector of rawhides in tile 
counit ry , its collect on iability call iuflct on tile majtrity of rawhides available in tile 
country. flowevci, tbased on analyis of recett studies carried out by the Ministry of S.6 

lIM LIt )I, ald itlrvieWs CX)t(liicvLdl witl im ltistry ,xr)erts, the potenitial availabilil N 
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of hides is substantially higher than currently being acquired for use by tile industry.
Experts have indicated that over 400,000 pieces of rawhides could be made available
annually to the industry in the next 3 years if the collection rates were higher than 
they exist today. 

The low rates of collection are attributable to poor transport facilities- inabilityof collectors to reach inaccessibleareas due to lack of proper roads and highways- and
lack of enough collection centers in strategic locations. However, the numbers citedbelow and the analysis of the market for raw hides have taken these constraints into 
account. It is more a issue of productivity and efficiency of collection that need to beenhanced to reach the uncollectible amounts. Therefore, it is hoped that private sector
ownership and management into RHICDC will help in significantly increasing collection 
rates. 

The table below highlights the generation of rawhide based on the population ofcattle and buffalo in Nepal, the offtake of hides, hides collectible, total hides collected
by RIICDC, and productivity of collection of RHCDC. 

Livestock Population of Nepal, Offtake of [fides, Total Hides
 
Available, and ides Collected by RIICDC (in '000)
 

87/88 88/89 89/90 
 90/91 91/92
 

a.Hide
 
_ Buffalo 2,952 3,003 3,012 3,044 3,058 
- Cattle 6,343 6,285 6,281 6,255 6,246 

b. hfides Available 
Offtake basis
 
-Buffalo-12.2% 360 366 367 
 371 373

-Cattle -2.8% 178 176 176 175 175 

c. Total Raw Htides
 
Available 
 538 542 543 546 548
 

d.Total Raw Ilitles
 
Deemed Collectible Based
 
on Accessibility 307 309 
 310 311 312 

e.Total Collected
 
by RHCDC 129 
 168 170 184 
 215
 

f. Total Collected
 
by Others(5%) 15 15 15 15 I5
 

g. Raw Ilide not 
Collected by 178 141 139 127 97 
RIlCI)C 

h. ('odin. Rate ( ) 42 54 55 5() 08
 

Comments: 

a. The livestock population in Nepal was obtained from "Livestcc k and Fishery', l'art
2 of thu Statibtical Report of tlke Ag icultUIrC Infornationi Division, Depatmtiitent of 
Agriculitine. 

b. The calculttiol Of otff-take attinIOt.I of rawhide from the total cattle andI hffalo
pto) lhttioii is bi sed on moirtality/siauglter fates ol tai nd f'ro1 "Lealheli an d I.eatherProducts Sub Sector Study: "I'PC/ISC198(0, hMimist ry of Industry. The off-take figures 



for both these animals are very much on the conservative side. This is more so in the case of the buffalo, as there is a sizable number of these animals being brought in fromIndia for slaughter- owing to a high demand for buff meat in Kathmandu. Due to theabsenceof an organized meat production industry in Nepal and free-border trade withIndia, there is no account of the number of buffaloes being brought into the countryfor slaughter, and therefore, the numbers on the livestock population do-not reflect
this import. 

c. Total raw hides available are calculated based on mortality/ slaughter rates
described above. 

d. The number of "Total Hides Deemed Collectible Based on Accessibility" were based on an analysis of the accessibility of pick-up locations in all the 75 districts of thecountry. Poor transportation facilities, lack of proper roads, and the vagaries of theweather make it difficult to collect raw hides from remote locations. The analysis
revealed a total of 43 district locations that could be deemed as accessible and whereraw hides could be collected with ease. Based on this assessment, it can be reasonably
assumed that 57% of the total rawhides available can be collected. 

e. The total rawv hide collected by RHCDC is done through its 300 collection centers
established in all the accessible regions of the country. 

f. RHCDC has enjoyed a monopoly on rawhide collection all these years. ks part of apolicy change announced by the government in 1989/90, RHCDC no lonjer has thisauthority. Though other players such as the tanneries, and independent collectors,etc. have undertaken collection on their own, the number collected is still very small.Further, though there is no data to support this clim, it is often suggested that rawhides (including dry salted) are being smuggled into India due to the high prices that
this commodity is able to demand 
for itself in that market. The Nepal government'strade policy has identified raw hides as a product banned for exports. 

R1ICDC can collect all the accessible raw hide available if collection rates arebetter and the collection operation is more efficiently handled. Moreover, the amountsimuggled is low and canl be stol)pLud once the private sector takes over RIICDC and is
able to better comlpensalte the collectors. 

3.2.4.1). Future '1'rends 

Since tht: potential availability of raw hide in the future will depend on thegrowth of the population of cattle and buffaloes, the estimation of their population, thetotal hides available and deemed collectible, and increase in RItCDC collection centers
is being made based on the folowing: 

With the improvement in road infrastructure, modes of transportation, andefficiency of collection in the coming years, there is bound to be an increase in tileavailability of raw hides as the remote locations of the country become increasingly
accessible. Alsti, as collection rates il imajor towns become higher and governmentbegins to furthrt. fitcilitate organized meat production, raw hide availability would be
Mucl mot0re tlml iii L iimbers beitii en\ isikned in tle Lable below. 



Projection of Livestock Population of Nepal, Offtake of lides, Total Hides Likely to beMade Available, and [fides that could be Collected by RIICDC (in '000) 

92/93 93/94 94/95 96/97 97/98
 

a. Hide 
-Buffalo 	 3,076 3,094 3,113 3,131 3,150-Cattle 	 6,233 6,221 6,208 6,196 6,183 

b. 	Hides Available
 
Offtake basis
 
-Buffalo-12.2% 375 377 380 382 384-Cattle -2.8% 	 174 174 173 173 173 

c. Total Hides
 
Available 
 549 551 553 555 557 

d.Total Hides Deemed 
Collectible Based on 
Accessibility (Reaching 329 347 	 383365 	 406 
72%in 5 years) 

e. Tota Likely to be
 
Collf'cted by RIICDC
 
(Collection rate
 
inz.reasing 5%every 241 	 302271 337 373
 
year to reach a total of
 
93% in 5 years)
 

Commients: 

a. A 0.6%annual growth rate in the buffalo population has been assumed for the next5 years. This is based on an averageof the growth rates over the last 10 years. At thistime, the plrojections do not take itito account the total number of buffaloes importedfrom India for slaughter into Nepal. the cow population in the country has beendeclining. Reasons cited are the movement of the older cows to India where they wouldfetch very high prices. Also, though the goverment has introduced measures toincrease quantity and quality of livestock through better breeding and vaccinations,
etc., t his analysis assunies an annual (lecreaseof"0.2% of the cow population. 

b. lie calculatiUn uf off-take amoumts of rawhide from the total cow and buffalopopulatioii is based on mortality/slaughter rates obtained from "Leather ald L.eatherProducts Sub Sector Study: TPC/ISC 1980, Ministry of Industry. The off-take figuresfor both these atitmals are very much oil the conservative side. This is more so in thecaseof the buffalo, as there is a sizable nuit.ber of these ininials being b,'ought in fromIndia for slaughter, and the liumbers on tile livestock population do not reflect thib 
itilport. 

c. 	'l'11l rawlhide- a vtilable are calcu latedlbased oni mortality/ slaughter rates described
it hO %v . 

di. The goverimint has been attaching high priority for road development. Emphasisis beitig phced to Make the count. 'y as accessible as possible. It is anticipated thatover S4 district locations will become accessible in the next 5 years. This wotld( resultill 72%. of tie ktai a vailable rawIiides Ibecomirig collectib)le by 1996/97. An a imtiali 	di ease of 3 accessibility is being assu ,t d for this analysis. I 



e. RIIC(DC had a collection rate of 68%in 1992 which increased significantly from the lastfew years because of tie increuse in collection centers. However, the collection peremployee was still very low. It is anticipated, with privatization, more efficient methodsof collection will be introduced. Therefore, this analysis assumes an annual increase
of 5% in the collection rates over the next 5 years. 

3.2.5 Competition 

As mentioned earlier, RtICDC was the only agency empowered to collect raw hidefrom around the country until 1989. With the relaxation of government policy, and theallotnment of licenses to others, raw hides are now generally collected in three w\,ays: a)by RIICDC, through its organized and independent collection centers established
extensively all over the country, b) directly by the tanning industries from thebutchers, and c) through many local collectors who are generally appointed by thetanners, but in some cases they work independently, selling hides and skins to 
tanneries on a piece rate basis. 

With its vast network of collection centers, RIICDC dominates the market in thecollection of raw hides in the country. Raw hides collected by others on a nationwide
basis are very low and can be deemed as negligible. 

lowever, the competition for raw hide collection in the Kathmandu valley hasbeen incteatsing appreciably. There is one private sector tannery that has the licenseto collect rawlides in the valley. This operator has been collecting on an averageabout
15000 rtaw hides annually (at the rate of 50 hides per day). 

Another tannery, Bansbari l.eather and Shoe Factory- previously government­owled but iIow transferred to the private sectoi- was granted the right by RHCI)C to;Coilect rawhides on its own by way (tf i royalty basis. It collectsover 15,000 (at the rateof 50 per (lay) rawhides from theIlocal butchers through its own personnel and 
Cq Uipilient. 

3.2.6 Marketing Analysis 

3.2.6.a. Stuengths 

RIICDC possesses a number of ,trengths that makes it a very attractive 
proposition fol"ii\'es.ttient. These are: 

a. Its established hi.-,tory and structureof ownber hip: Over 12 years in operation and
jointly owned by tile government aiid major private sector tanneries in Nepal. 

b. Extensive Net woi k: RFtCDC has an exteiisivc network of collection centers that havebeen "et-u) to focilitlate raw hide cildlectioii tall vet' the coltintry. The tLable below list.
tIke IOcLat i0i of i I.-, I, 'ditII office.' it I ILt dIllc titan centers I)N region. 

No. Region Branch Subbranch Collection 
I ('enrte r. 

1. Easterni 2 6 51 
2. Cent ell 6 6 )98 

3. Westerii - I 1 88 
4. Mid We"tcLrI 3 51 
5. FI k'\ te.'tt 12 

TOTAL 13 26 300 



c. Dominant Provider: RHICDC dominates the market in the supply of rawhides to thetanneries. It enjoyed a monopoly status until 4 years ago following which others wereallowed to enter the collection market. With the size of its resources, RHCDC stillremains the major provider of raw hides in the country. 

d. Availability and Quality: RlICDC, through its 2 major supply centers in Hetauda andItahari, has been able to guarantee availability of raw hides to the tanneries scat, eredin all the parts of the country. As part of its developmental functions, the RI1CDC hasbeen focussing its synergies in the areas of extending collection activities, as well asimproving slaughtering techniques. In the fiscal year 1991/1992, the Corporationreceived an assistance of Rs.2,300,000 from the European Economic Community (EEC)funded STABEX project being ipiplemented by the Trade Promotion Center. This amounthas been utilized for the pu rchase of land to establish a model slaughter ;:ouse- aimedat helping the farmers, butchers, and other providers to improve slughteringtechniques; and extending collection activities in remote locations. 

3.2.6. b. Weaknesses 

The weaknesses of RIICDC lie inore in the management's inability to streamlinecollection and handle the logistics of company operations. This does not in any waychallenge the capability of the existing management, however, it is a reflection onpublic enterprise management skills that do not necessarily augur well with those ofthe private sector. Private sector management will be able to invest its resourcesjudiciously to en'hance the efficiency of the company's operations. 

3.2.6.c. Opportunities 

b'hre are a number of opportunities for l'MCDC that can be capitalized to thecompany's ad vallitage: 

a. Investment in better equipment and cbllection techniques will significantly increase 
raw hide collection and quality. 

b. Increase in collection rates by 5!,' can result in over 12% increase of rawhide
collection. 

c. Emphasis of the government to p~rovide increasing access to inaccessible regions illthe iiext few years will further increa.secollection rates. 

3.2.6.d. I'hreats 

There are certain threats that the company faces while in its efforts to increase 
collection and 'UVelnUeb: 

a. Even though L:xlportsof raw hidet, (including dry salted) is banned, thereare reportsof ttese being smiiuggled into Iiidia due to the high prices they are able to demand inthat mai'ket. Suh itprJactice could be stopped once tile private sector takes ov r NlhR'I)Cnid is better able to coml)ensate the collectors. 

1).District Developtment Authority Act: DDC regulation has authorised concerctet I )DC to ) otil cuntract, with colntractors for tile collection of raw hides taken off from dead 
cattles. 
c. Liberal policy of government may attract other organised firms in the businessdvpeiiding upui i tile availability of raw hides and profitability on bUsilless. 

3.2.6.u. Critical Success Factors 

Thu facti s critictl 1t RI(') ",Nfituric mal-kctjil! SuccesS aic: 

it capability to furtlr i ic tease tlie efficiclicy of collections, 



invest in equipment and vehicles that can help improve collection 
liethods, 

educate the farmers, butchers, and others on better slaughtering in 
order to improve the quality of rawhides, 

Methods for extracting hides have been suspect. In order to maintain a 
high quality, modern techniques and tools for flaying will have to be 
introduced, and 

- Support of the tannery companies. 

3.2.7 Conclusions 

RICDC is well established to serve the needs of the tanneries in Nepal. It has an
extensive network of collection centers dispersed all over the country. The quantity
of raw hide sold by RItCDC is well below the requirements of the tanneries. Also, it is
the only operation of its kind with the reach and ability to procure raw hides from all
the regions of the country. Therefore, there are no marketing reasons as to why the 
company should not continue to be competitive. 



3.3 ORGANISATI[ON AND ENGINEFRING APPRAISAL 

PRESENT SITUATION 

3.3.1. General Comment 

The setting-up of a leather and shoe factory, Bansbari Leather and Shoe Factory(BLSF)- recently privatized by the Government- in 1965 with the assistanceof People'sRepublic of China and further liberalization in this industry has led to the formationof 11 leather and tannery units in the country. With the evolution of this industry,there emierged a growing need for raw materials used for producing end products.
Realizing the scarcity of raw hides needed for feeding this industry, the government,in 1981/82, established the Raw lfide Collection and Development Corporation (RJICDC).Formed under tie Company Act of Nepal, the RIICDC was a joint venture between BLSF,lietauda Leather Industry (HLI), and the private sector. The RHCDC is charged withthe responsibility of collecting, processing, and developing of raw hide leading to itssale to tanneries that supply to the domestic market as well as markets abroad. 

RIICDC has currently benefitted from the EEC funded STABEX Projectimplemented by the Trade Promotion Center Center. An amount of Rs2,300,000 wasapproved by this project for the purchaseof land to establisha model slaughter house­ainied at helping the farmers, butchers, and other providers to improve slughteringtechniques; and extending collection activities in remote locations. 

RI1CDC recently purchased 2.5 ropanis of land in Marutol, Kankeswari,
Kathmandu which will be used to set up the slaughter house. 

The C-or poWation is a dominant supplierof rawhides to the tanner), industry. 30%of the hitdes collctud and piocessed for use by the tannery industry are of the buffalo,
and 20%tre tho.e of cattle. 

The RIICDC carries out 2 functions as part of its ongoing operations. First, itcollects raw hides from 60 districts of the country. Second, the raw hide collected isbrought to one of its 300 collection centers where it undergoes it ofprocess
preservation. ince the preservation operation is completed, the raw hides are thentransported to its supply cenit, s/godowns from wllere it is sold to th various 
tannieries. 

Significant aspects of RlICDCs present situation include the following. 'rile
corporal ion: 

las sold ver 600 hides l)er day to the tanneries. 

- hlas 300 ,,llectioi centers in 60 districts of all Elie 5 regions of the country. 

* Operates 2 large and 7 small supply cerlters/Iocdowns that sell rawV' hides to tlie
tailierit . l'aiiiieries ill the eastern part of the country are served by tilecorporation's hi rge godown loctLed ill Ital ari while the central &western part­having tlie highest demand- is served by the godown located ii Iletaudit. The7 small itsdowVns have bUen se ti to prov'ide raw hide to tloSe withIilimited
itcce-iN tu t he 2 Imiajor o.11u. 

Is well plhced to service th,_. entire market for4 raw hides iii Nepal. The main
dellalid i- a pimiently gni iledtc ill tlie city anid other 5 districts itht I1 I nilajol*
latineries. The level of dem-li d is reported att being such that the corl)O ittioU
cI iiit0L cC llect UIOiough IM I hide-, t) meet it. 

4 'liC col 
\iII tllly 

1ll ttitill is able t -.ell 
iiodtIcirl t o, rd t.,. 

Irictictlly all it collcctLi and il OuietVItM 

/ 
i', 

LO,' 



It has it total staff of 539 employees with over 400 being temporary and daily 
wages workers. 

* 	 There is considerable potential for increasing both collection capacity and 
productivity and for reducing costs. 

3.2.2 	 Land, Buildings and General Facilities 

The Corporation owns a total land area of about 16.5 Ropanis. Most of this land 
area houses the corporation's head office, godowns, and land available for a model 
slaughter house. Some of the characteristics of the land owned being: 

a. 	 2.5 Ropari of land is in Kathmannu itself. 

b. 	 In the Terai area, the corporation owns 13.0 ropani of land. 

RIICDC's 300 collection centers are on lease with the corporation. These 
collection centers are located in all the 5 regions of the country. The number of these 
centers in each region are specified below: 

REGION 	 NUMBER OF COLLECTION CENTERS 

Lastern Region 51 

(:entral Region 98 

Western Region 88 

Mid Western Region 51 

Far Western Region 12 

TOTAL 300 

The location of these collection centers along with their remaining lease periods can be 
found in the list enclosed as part of Appendix 8 of the memorandum. 

3.3.3 	 Organization and Staffing 

3.3.3.a. Organization 

The corporation is governed by a Board of Directors that comprises: a) the 
Secretary, Ministry ol Industry- acting as Chairman, b) a representative from tile 
Minist ry of Finance- acting as member, c) shareholder representative from the private
sectu '- acting as ai member, and (1) the generail manager- reports to the board and also 
acts as its mIlillbel tecretar'y. 

The General Manager has under him a Manager who reports to him on all 
fuictioins of* the comlpany. The manacer has under him the variotis fumctioiial 
dlepa'mimiclets as well a the branch offices. 

The futnctiLminal depaltmillit., are lmatuI ii the head office at Il atidit , and they 
co0nm1) i:se the ftiloWllug: 

a. Administrativ e )upartmeni 

I). Accomits 1)t'I)Ltagmuill 

c. Innte -'ialA iim lcp)am tinmeiit 

d. lju.sjles.s h)t.pm, I~Lmulit 



There are a total of 14 regional / branch offices in the 5 regions of the country.
These 14 regiounal/ branches have a total of 29 sub branches and about 300 collection 
centers.
 

3.3.3.b. 	 Staffing 

Most of the corporation's employees are employed as either "temporary employees" or 
as "permanent employees" under the conditions of corporation service. The number of 
people that can be employed by the factory in this way is determined by the number of
positions authorized by the government appointed Board. These limitations will cease 
once the business has been privatized. Out of a total number of 539, the corporation 
presently has 99 permanent and 440 temporary employees. Out of the total number of 
440 temporary employees, 99 work on monthly basis, and 34 work on a daily wage basis. 

Staff numbers were reported as follows: 

MANPOWER GRADES AND NUMBERS* 

POST GRADE NUMBER 
AUTHIORIZED 

NUMBER 
APPOINTED 

I. Permanent Temporary 

GENERAL MANAGER SPECIAL I 	 I -
MANAGER 	 10 I - -
ASST. MANAGER 8TH 3 	 - -
SENIOR OFFI'ER 7TH 3 3 -
OFFICER 6TI1 8 4 -
SR. ASSISTANT 5TH 15 10 9 
ASSISTANT 4 4TH 47 26 24 (1mw)
ASSISTANT 3 3RD 	 16 9 17 (5 iow)
ASSISTANT 2 2ND 18 	 ­ 36 (3 mow)
MISC. IST 369 38 *351(90 mw& 

134 dw)
 

DRIVER 
 3 	 - 3
 

LABOR 	 9 8 -

TOTAI. 	 493 99 440
 

NOTE : 	 (*)These numbers are approximate & chang with change of total number 
oU Col lection cenmter. delpending on availability of raw hides. 



The allocation of manpower was reported as follows: 

REPORTED ALLOCATION OF STAFF TO FUNCTIONS 

DEPARTMENT/UNIT ADMIN TECH DIRECT TOTAL 
STAFF STAFF LABOUR
 

GEN MANAGER 10 1 11 

ACCOUNTS 5 
 5 
INTERNAL AUDIT 4 4 
BUSINESS DEPT. 5 5 
BRANCHES 28 164 192 

GODOWNS 12 10 300 322 

TOTAL 64 11 464 539 



3.3.4 TIlE PROCESS OF COLLEC IiON, PRESERVATION AND SALE 

3.3.4.a. General 

It is understood that RIICDC is currently collecting and processing for sale to 
tanneries about 700-750 rawhides a day with a labour force of about 539 employees of 
which 99 are permanent staff. 

Collection activities are carried out through RHCDC employees and part-time
workers operating from the 300 centers, and going out to the field to individually
collect raw hides from the villagers, butchers, and other sources. After collecting these 
from the site, the same are put on trucks, or any other suitable form of transportation, 
and transported over to the c6lection center where initial preservation activities are 
carried out before their sale to the tanneries. RHCDC collectors also educate farmers 
and butchers on better methods for extracting hides from the respective animals. 

Using one or more of tile preservation techniques, salt is applied tc the hides 
and these are then stored for sale to the tanneries. 

The main restriction to the increases in output of raw hide for sale to tanneries 
is the low efficiency of collection, lack of proper equipment and vehicles for improving
collection methods, and less-effective methacds for extracting hides. 

3.3.4.b. Raw Material 

i. Raw llide Obtained from Site 

An average of 700-750 raw hides are collected by 300 collection centers situated 
in the country. 

The raw hide collected is composed of water, protein, fat and minerals. It is 
composed of three layers, namely: a) the upper layer- termed the epidermis, b) the 
middle layer- terisied as the corium, and c) the lower layer- termed as the sub-cutis. 
Only the corium is utilized for the production of processed rawhides. 

While processing the rawhides, the epidermis and sub-cutis layers are removed 
froim the raw hide through a chemical and mechanical process. 

ii. Salt Used for Raw Hides 

Most of the salt- of the common salt variety- used for the processing of raw 
hides is obtained from the Salt Trading Corporation which imports almost all the 
country's requirements from India. 

Over 75% oh' the total annual requirement of salt is procured from the Salt 
Trading (orpl )atiton and its dealers, whereas the rest is procured front local retail 
outlets. RIICIA" consumes about 18,000-20,000 packets of salt every year"(each packet 
weighing 75 kg) depending on the total number of raw hides collected. 

3.3.4.c. The IPrcess of Preparation of Raw hlide for Its Use By the Tanneries 

i. TIc Collectiou, Ptioce.s: 

Raw hides tre collected from tile sourc-- farmers, butchers, and other_-- by 
RIICI' prsomncl and brought to the corporation's collection centers. There are a total 
of 300 collection cetnlters all over the country, however, somecf the regional and branch 
offices also serve a similar function, thereby making it a total of 333 locations that can 
serve as collectioni pints. Most ()I the collection staff are teluporiary employees­
working oni daily atid monthly viige:,. Tihe cor[poration has it fleet of 2 tr'uck-, 14 
mmottrcycles, aid 200 bicycles tHIt ale isetl for collection. The trucks are used 1'or 
coliuCtiolt anl tLicinisporting ( iaw hidesI primarily in Kathmandu amid Iletauda. 



Motorcycles and bicycles serve as suitable forms of transport for collection in other 

locations, specially the ones that are in remote areas. 

ii. Tile Flaying Process: 

Usually, the process of flaying of the buffalo and the dead cow, is done by the
farmers, butchers, and others themselves. However, RI'CDC hired personnel are
required to carry out this function if they come across any unclaimed fallen animals,
and also in cases where the farmer does not possess the capability to flay the dead 
animal. 

The process of flaying.is carried out using special kind of knives that each 
employee carries with him. 

iii. Fat Removal, Washing and Trimming: 

Once tile raw hide arrives at the collection center, it is examined for any fat,
protein, and other minerals that might be present on its surface. A mat of 8"x7.5" is
placed on an inclined platform with the surface of tile mat being uniform. The mat can
be used for the preservation of 50 hides at a time after which it is replaced. Tile
inclined platform has a height of 4" on one side and 14" on the other. The hide is then
placed on this mat- flesh side up- wvith the tail portion on the upper side of the inclined
platform and the head portion on the lower side. Fats, proteins, and the tail are
scraped-off from the raw hide using knives, arid then it is thoroughly cleaned with 
water and trinimed into uniform shape before getting or, to a the next process. 

iv. Tihe Process of Preservation: 

Rav hide collected by the IIMCDC has to undergo a preservation process within6 hour of flaying and fat removal in order to avoid decomposition. This process has 
to be completed before the raw hides are made available for purchase by tanneries. 

There are 3 techniques for the preservation of raw hides normally carried out 
by the RIICDC. These being: 

iv.a. Wet Salting 
iv.b. Drying 
iv.c. Dry Saltillg 
iv.a. Wet Saltinig 

The wet salting technique iN one of the best techniques for raw hide 
preservation,,ald it helps to restore the quality of raw hide for longer periods rangingfrom 1.5 to 2 nmotlh. It is the most extensively used process by the lIl)(.'. 

lit this Ijpocess, salt is applied o)ver the eiti Fe surfaceof the raw hide kt:pt over 
a Mat placed on the inclined platform. The salt used is slightly bigger than sngar
crystals. The amount oflsalt requied for this proce.s depends upon the sizeof tile raw
hide. Sdit to bV applied, should be ucd in it proportion of 25-30%of (the total weiglit
of' L I -il Ilide lbte ese 'Vt'W to . 

http:flaying.is


The table below is indicative of the quantity of salt recommended for use for 
different sizes of raw hides. 

S. 	 No Sizes Quantity of Salt
 
Required in
 
Kilograms 

Buffalo Cow 

1. Extra Large 	 7 -­

2. Large 	 5.5 5 

3. Big 	 4 3.5 

4. Medium 	 4 2 

5. Small 	 1.5 1.5 

_ . Very Small 	 1 0.75 

The Drying Process: 

This process is usually used in remote areas where there are inadequate
tranpsortation facilities, and salt is a scarce commodity. The process undergoes the 
same steps until the fat removal and washnig stage, followed by hanging the raw hide
for drying on bamboo poles that hold it from all sides. This process of drying is not 
(lone under normal sunlight, but, in an area that is shaded and protected froir. sun 
rays. If placed directly under the sun, the outer portion will dry up quickly, whereas 
the inner portion will start to decompose due to the wetness. 

After the drying process is comipleted, the pesticide should be sprayed on both 
the sides of the hides. 

iv.c Dry Salt Method: 

This process is a combination of both the above stated methods, starting with the 
wet salting met hod and followed by the drying process. It assists in prolonging t he life 
of the preserved hide, thereby furtherincreasingthe number of (lays that tbe hide can 
be stored for. 

A disadvantage of this kind of process is the uncertainty of the quality of hide 
produced. Buyers are reluctant to btiy raw hides processed through this method. 

v. Storage: 

After the wet salting process- used mostly by RIICDC- the raw hide is pl.ced in 
a storage area protected fromm the suii and rain. About 75-100 raw hides car, be piled 
on tOp of each other inla single file. Storing of raw hides on top of ach other itlso
results illtile secretion of the reiimainim- water cumtlent that might still be IMieit oil 
the hide's sur'Face. 

The raw hides can be stor.(d easily for a month, however, the same shIouhl be
directed to tile ta:.,leries in 15 days. IftIle raw hides remain in storage for more thmni 
a month, theye have to be re-salted every 3-4 days thereafter. 

Each of t lie 14 branches- havinmg their own set of sub-branches and collection 
cel tl'- also i|'vu s to rage hlotuses lilee tile )l-- rved hiiles arme stolred l'or tO tIInir 
sale Lu tile tanneries. 



3.3.5 	 Comment Oni the Processof Collection and Prcservation of Raw Iides 
for Delivery to the Tanneries 

The table below indicates the location of branch offices of RIlCDC with the 
number of godowns, su b-branches,and collection centers in each; no. of employees; and 
hides collected in 1991-92 and 1992-93. 

Brtanch Location Number 	 Employees tides 

1. Itahari 

2. Lahan 

3.Janakpur 


4.Gaur 


5. Kalaiya 

6. Birganj 

7. letauda 
(includes head 
office) 

8.Kathmandu 


9.Pokhara 


10. Bharatpur 


11. Butwal 

12. Dang 


13. NepalGa... 


14. Dhanghali 

Collected/Year 

G SB. CC Mgrs. Wkrs 91/92 92/93* 

2 5 35 8 35 1S603 14,583 

- 2 47 5 47 12536 7,651 

2 2 34 8 34 22737 16,036 

1 - 16 4 16 5695 4,460 

- - 10 2 10 4126 3,478 

- - 11 3 11 6184 6,082 

1 1 4 20 12 9876 8,138 

- 2 16 9 18 20247 21,204 

1 4 43 6 45 25069 19,970 

I - 10 3 10 5024 4,788 

- 4 48 11 49 27473 24,425 

1 2 29 6 30 13646 11,00i 

- 1 17 4 is 8994 5,024 

- - 9 2 10 3820 3,741 

* Number of hides collected shown in table for 1992/93 includes coPections for first 10 
mont hs.
 
Note: Number of collection centers keeps on changing depending on availability of raw
 
hides inthose areas. 

(G-godotvns, SB-Subbranclies, CC-Collection centres) 

The process of raw hide collection and preservation is not a-very complex oie, 
therefore, the nvied for sophistication in the operations is not that warranted. lioweve r, 
there are certain comiments that can be made about the company's operatioris. Firstly,
the means for collection of raw hide could be improved. A major part of the motorcycles
arid bicycles availabile for collection in other areas are old arid a major part of them are 
iioii-operational. The iiumber of light commercial vehicles ava:Ittble for collection could 
be ilc i'ttsed. 

A l)et,,e ias.e-ssimentof tile locatioisof collection centers needs to be carried out. 
It ll.S btieei oL-iL:rvcdL tIiat a number of these centers are not economically viable, as the 
total numlbef h'ides collected there (0 rot justify the total number of employees 
present. Therl'ovu,consolidationof some of these centers will lead to better collection 
rate:s amidtt inctl e l il pIrofitaluility. 

It is also possible to il)lpiOVe the output of hides collected pei employee by
iIII, I .ri al ._I Ifl ; , I ( (.1 f 	 1 (,1" lh t-, imiv%,.l-,,,)III1-i l ( h id e,-'. ,, . reI",. in riq,i ~ q f;of i ii .,I,vf.I ; l--;r" 



be possible. The present employee productivity of hids collected per day could bemore than doubled. However, some investments in beter collection modes will be
needed. 

Significant improvements can also be made by: 

* Upgrading staff skills, knowledge and motivation 

* Incentivizing the employees, especially those responsible for collection 
functions. 

* Better handling of collection arid distribution logistics. 

In the area of raw hide preservation, it was observed that the consumption ofsalt per hide has been increasing significantly over the year. The cost of salt per rawhide incurred by RIICDC has been increasing every year at an annual compounded rateof 23% whereas the increase in the price of salt over the same period has been in therange of 7.5% annually. There appears to be a considerable amount of waistage in theconsurption of salt, thereby further increasing the procurement cost for raw materialsand cost of goods sold. With the privatization of RHCDC, it is hoped that this practicewill be corrected. It is also anticipated that the private sector will negotiate directlywith the salt trading authorities in India to get better prices for volume delivery,thereby bypassing the Salt Trading Corporation. 

Finally, the price paid to the farmers, butchers, and others from whom the raw hide iscollected, has to be increased. Raw hides being smuggled to India- as reported- canbe controlled once these people are able to get a better price for the raw hides. 



3.4 FINANCIAL INFORMATION 

Historical Trading Results 

The Company's trading results before tax for the Four years ended 15 July 1993 are
sumnarized below. The results arid the balance sheet figures shown below are taken
froml the audited accounts for the 1989, 1990 and 1991 years and provisional andunaudited accounts for the years 1992. Provisional Accounts for the period ending 10
months i.e. 13 May 1993 are also shown in the summary. The figures in the schedules are 
in NRS 000 s'. 

1989 1990 1991 1992 1993
 

Sales 18,457 25,253 39.274 49.50 39.10

Gross profit 4,216 6,970 9,597 10.516 7.484 

Depreciation 210 211 323 270 357 
Other Overhead 
and Expenses 3,325 4,225 5,646 8,484 8,234
Sub-Total: 3,535 4,436 5,969 8,754 8,591 

Operating
profit (Loss) 681 2,534 3,628 1,762 (1,107)
Misc.lncome 14 15 28 129 328 
Non-operating 
Expenses _J12. _fL6) }526) ( 000 
Profit(Loss)

Before Interest 572 2,183 3,130 1,728 (779)

Interest Expen e 159 248 
 136 264 172
 
Profit(Loss)
after Interest 413 1,935 2,994 1,464 (951) 

Balance Sheet 

The Colnpany's balance sheet posiLion is summarized below. 

shurcL (if Fundu 1989 1990 1991 1992 1993 

Capital 2,647 4,746 4,746 4,746 4.74( 

Rebi-rveb & Surplus 1594) 245 3,619 4,529 3,57S 

Loamn kunds 1"2111 610 610 2,352 2,096 

Totla 3,263 5,601 8,975 11,627 10,420 

AppticaLiun u" F und,, 

Fixed Al, its 2,120 2,599 4,255 6,186 7. 162 

I.ett lieprvciatiun 450 661 984 1,254 1,611 

Net Fixed A1e- _ I.70 1,938 3,271 4,932 5,551 

1n~v,± t rn~a)n 10 0 500 SOO S(0 

CUrrCIt AtfcIe 2,502 6,14 1 9,211 10,993 11,264 

Lee.. CuLrent l.ahiftiies '4f09 2,478 4,007 4,798 (,5.95 

TOTAL. 3,263 5,601 8,975 11,627 10,420 



As a result of an appraisal of vehicles and equipment,the valuation of land and 
buildings and a review of other major balance sheet items the Advisors consider that 
a number of adjustments are required to more accurately reflect the value of assets 
employed by the Company. The following table and notes show the value and general 
na-.ture of the adjustments. 

Sources of Funds 
At 13 May 

1993 Adjustments Note 
Adjusted 
Position 

Capital 4,746 4,746 

Reserves& Surplus 3,578 1,636 (1) 5,214 

TOTAL Shareholders 8,324 1,636 9,960 
Fund 

Loan Funds 2,096 2,096 

Total 10,420 1,636 12,056 

Application of Funds 

Fixed Assets (net of 
depreciation) 5,551 2,999 (2) 8,550 

Investments 500 500 

Current Assets 11,264 (1,825) (3) 9,439 

Less Current Liabilities 
(6,895) 462 (4) (6,433) 

TOTAl, 10,420 1,636 12,056 

NoteN 
(1) 	Reserves and Suri:plus Adjustment of R. 1,636 is the surplus amount of 

VarioUs adjustments effected in the assets and liabilities of the Company. 

(2) 	 Fixed Assets Adjustment of R. 2,999 represents the increase in the 
existing use value of the assets of the Company as per the valuation 
reports: 

ILand has been revalued to its market value as bare land R. 4,406.
Builling:, Vehicles & other Equipents have been revalued to their 
eiStielg use value, V,.4,144. 

(3) 	 ('urr~ent Assets AdjustnIINIt Of P. 1,825 is the aggregate of the following: 
R. 

- ulmrecoverable staff loails A.Advances 7t 
-. Advance Income 'Tax adjusted against

pliovisionl I'ol" lIIC Tax 	 1,740 

I,825 

)6
 



(4) 	 current Liabilities: Decrease in current liabilities, represents following 
adjustments: 

Rs. 
-	 Advance Income Tax Adjustment 1,749 
-	 Advance against Share Capital 50 
-	 Estimated amount of gratuity not 

provided in the accounts 	 1,237 

Net adjustment 	 462 

(5) 	 No provision for bad doubtful debts or accounf of advances to suppliers
&other sundry debtors have been effected in the books of accounts. 

(6) 	 Branch Advances totalling to Rs 2,250 have not been verified &accounted 
for at stated book figures. 



SECTION 4 POLICY AND REGULATORY ISSUES 

4.1 Government's Efforts for Promoting Nepal's Leather Industry 

The leather industry is the 3rd largest export industry for Nepal. Therefore, it has a 
special significance in the country's overall economic development program. 

Realizing that the leather industry has still remained labor intensive, with
significant cost advantages to be achieved through cheap labor sourcing, the 
government is giving all the required inducements to enhance the export potential of
Nepalese leather products and further increase foreign exchange earnings. 

At this present time, tanneries export over 70% of their products to foreign
markets and 30%is consumed domestically. Of the total quantity of products exported,
60% comprises the wet blue variety, 30% is crust leather, and 10% is of the finished 
leather type. 

In lines with the development of the leather industry worldwide, especially in
India, Pakistan and other neighboring countries, the trend in the last few years has
been to inove from just exporting the wet blue variety, to producing crust leather and 
finished leather goods for export that create more value added, thereby further 
increasing export earnings. 

There is a likelihood that the government-in the coming years- may restrict the 
export of wet blue and give greater incentives to exporting semi- and fully processed
leather. 

As per the trade policy of the government, the export of raw hides (including 
salted rawhideb) is riot permissible. 

4.2 Taxes and Duty Regime 

Although the Industrial Enterprises Act proposes certain concessions for
industrial enterprises, it is believed that many of the protections and concessions 
anticipated in the industrial policy will not apply to the Business, because it is an 
existing enterprise. 

4.3 Registration Fees 

Registration duty shall be levied as per the prevailing laws, rules, regulatons, 
etc. 

4.4 Labor Issues 

The new Labor Act, 2048 Lontain provisions governing employment in Nepal.
'Theseinclude p eniployiei oeferetmtialt of Nepalese nationals, hours of work, proceduries
for termination of employment, welfare of employees, personal grievances by employees, 
wage fixilig, clhanige of enterprise ownership and closure of business operations. 

4.5 Obligation of Bidders to Seek Advice 

Those persons who are illterested in purchasing the business may seek
professionaladviceon the atters set out in this section and be satisfied, )abedLoll that
advice and their own judgement, that any proposal for purchase and operation of the 
business couforrns with IHMGN policy and statutory requirements. 
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Appendix 1 

CONFIDENTIALITY AGREEMENT 

Private and confidential 

To: 	 His Majesty's Government of Nepal
 
Ministry of Finance
 
Kathmandu
 

And To Raw Hide Collection and Development Corporation (RHCDC) 

In considerationof your agreeing to provide us with the Information Memorandum(s) dated 
____ 1993 relating to the sale of IIMGN's Shares in RIICDC we hereby agree to as follows: 

1. 	 We have read and acknowledges the disclaimer forming part of the Introduction 
Section in the Information Memorandum(s). 

2. 	 We will hold and keep strictly confidential all information, statements, opinions, 
projections, forecasts and other matters of whatsoever nature ("the Contents") 
contained in the Information Memorandum(s)or otherwise provided to us in respect 
of the Proposals, except insofar as the same may be or become information in the 
public domain, and we will only use the Contents and other information as necessary 
to consider the Proposal. 

3. 	 If it is necessary to make any such disclosure to any employee or third party, we 
will prior to making such disclosure procure that such employee or third party 
unconditionally agrees to be bound by the termsof this letter. We agree that we are 
and will be responsible for all the acts and omissions of such persons insofar as 
they relate to or affect any matter with which this letter or the Information 
Memorandum is concerned, or may do so. 

4. 	 On completion of the sale process, we will return the Information Memorandum, any 
copies thereof or of any parts thereof and any papers containing extracts from the 
same or based upon the Contents, in such case within our possession or disposition 
to you promptly upon your request, but in such case we recognize that we will be 
entitled to a refund of 90 % of the charge levied for provision of the Memorandum. 

5. 	 We will do and take all lawful things and actions as you may request to procure that 
the undertakings set out in this letter are fully and properly complied with and 
performed at all times. 

6. 	 We agree that the undertakings set out above will continue in full force and effect 
notwithstanding any omission, event and/or matter, except with respect to any 
interest we purchase. 

As a separate and independent undertaking we will indemnify Ills Majesty Government of 
Nepal, 	 RtICDC and their respective officers, employces, advisors and agents against any
loss. cost, claim. damage, expense, liability, proceeding or demand which they or their 
respective officers employees or agents may incur of suffer in consequenceof any breach 
on our part, or on the part of any persons for whom we are responsible, of the 
undertakings herein contained, and that we unconditionally consent to submit to the non­
exclusive jurisdiction of the courts of Nepal. 

Your faithfully 

Name 

Company 

Date 

Position : 	 _ _ 



Appendix 2 

Form of Bid 

PRIVATIZATION OF MANUFACTURING PUBLIC ENTERPRISES 

HIS MAJESTY'S GOVERNMENT OF NEPAL 

BID FORM IN RESPECT OF TIlE BUSINESS OF 

RAW HIDE COLLECTION AND DEVELOPMENT CORPORATION 

To: 	 His Majesty's Government of Nepal
 
Ministry of Finance
 
Corporation Coordination Division,
 
Privatization Cell, Kathmandu, Nepal
 

I. 	 This bid is submitted pursuant to the invitation by His Majesty's Government of 
Nepal (HMGN) for offers to purchase 28,000 Shares ir. Raw Hide Collection and 
Development Corporation Limited ("Company") in accordance with the provisions of 
the information memorandum dated 1993. 

2. 	 The full names and the addresses of the bidder ("Bidder") is: 

Name 	 : 

Address: 

3. 	 The full names and addresses of the shareholders and the directors of the Bidder 
(if a company) are as follows : 

4. 	 The Bidder confirms that it is acting as: 

* (a) 	 principal for its own account; or 
* (b) 	 agent for the following principal(s): 

* [delete as in applicable] 

5. 	 The value which the Bidder ascribes to the Shares is Nrs [ ] 

6. 	 The Bidder understands that if agreement is reached with HMN for the purchase 
of the Shares, HMGN shall be entitled to make it a condition or the agreement that 
the bidder make on offer to each member of the public to acquire their shares in 
RHCDC (in all 489 shares as disclosed in Appendix 10 of the Information 
Memorandum) on the same terms and coridilions as apply to the purchaseof 1IMGN's 
shares. 



7. 	 The Bidder does not have any unresolved questions in relation to the 
purchase of the Shares. or 

The Bidder has the following unresolved issues in relation to the purchase 
of the Shares. 

* [delete as inapplicable] 

8. 	 Set out in the schedule to this form are the following: 

(a) 	 A brief outline of the Bidder's plans for the Company, proposals in relation 
to estimated redundancy numbers, employee welfare, further capital
investment in the Business, introduction of technical expertise, improvement 
of management and employee skills, and development of the quality and 
quantity of raw hides collected. 

(c) 	 Details of the commercial experience of the Bidder. 

(d) 	 The advantages/benefits to the economy and development of Nepal which the 
Bidder considers will accrue as a result of its acquisition of the Shares. 

(e) 	 Any amendments proposed by the Bidder to 'the draft form of agieement for 
sale and purchase set out in the information memorandum. 

(f) 	 Any special conditions attaching to tie bid. 

9. 	 The Bidder proposes to finance the pu rchaseof the Shares in the following manner. 

The Bidder confirms that it can complete the purchase in accordance with the 
timetable set out in the information memorandumn. 



10. 	 The Bidder : (a) acknowledges that neither ltMGN nor tihe Company will have any
obligation to the Bidder (except as to return of 90 %of the fee paid for the 
Information Memorandum) nor will the Bidder have any obligation to iiMGN or the 
Company until HMGN and the Bidder have signed a written agreement for sale and
purchase in respect of the Shares. (b) acknowledges that it is bound by the 
provisions of the information memorandum in relation to the sale process, 
confidentiality and disclaimer of responsibility. 

11. 	 The Bidder offers the following as referees in respect of the business skills, 
integrity and financial standing of the Bidder: 

DATE: 1993 

SIGNED BY OR 
ON BEHALF OF BIDDER : 

Name and position held 

Note: 	 The Bidder must set out in a separateschedule the matters referred to in paragraph 
8 of this form. 
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His Majesty's Government of Nepal 

(FJMGN) 

(Purchaser) 

(Guarantor) 

AGREEMENT FOR SALE AND PURCHASE
 
OF 28,000 SHARES
 

IN RAW HIDE COLLECTION AND DEVELOPMENT CORPORATION
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AGREEMENT dated the day of 	 1993
 

PARTIES
 

1. 	 His Majesty's Government of Nepal ("HMGN")
 
2. 	 [ ] ("the Purchaser")
3. 	 [ ("the Guarantor") 

INTRODUCTION
 

A. 	 HMGN owns or controls 28,000 Shares ("Shares") in Raw Hide
 
Collection and Development Corporation a Company registered
 
under the Company Act 1964.
 

B. 	 HMGN has agreed to sell and the Purchaser has agreed to
 
purchase the Shares on the terms and conditions contained in
 
this agreement.
 

C. 	 The Guarantor has agreed to guarantee the obligations of the
 
Purchaser under this agreement.
 

AGREEMSNT
 

I. 	 INTERPRETATION
 

1.1 	 In this agreement, unless the context otherwise requires:
 

"Advisors" means INTRADOS/International Privatization Group
 
(IPG), Anup Raj Sharma, Legal Advisor, Nepal and Devendra
 
Shrestha & Associates, registered valuers of Nepal.
 

"Completion" means completion of the sale and purchase of the
 
Shares in accordance with clause 5.2 or, as the context may
 
require, the point in time at which such completion takes
 
place.
 

"Completion Date" means 1993 or such other date as
 
the Vendor and the Purchaser may agree.
 

1.2 	 In this agreement, unless the context otherwise requires:
 

a) Words importing one gender include the other gender;
 
b) The singular includes the plural and vice versa;
 
c) References to a month or a year are references to a
 

calendar month or year, as the case may be.
 

1.3 	 In this agreement:
 

(a) 	A reference to the HMGN, the Guarantor or the Purchaser
 
is a reference also to their respective executors,
 
administrators or successors.
 

(b) 	A reference to a "person" includes an individual, firm, 
company, corporation or unincorporated body of persons, 
or any state or government or any agency thereof ( in 
each case, whether or not having separate legal 
personality) and a reference to a "company" includes a 
person. 
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(c) 	 Headings are for convenience only and shall riot affect interpretation; 

(d) 	 References to sections, clauses and schedules are references to sectionp. 
clauses and schedulesof this agreement unless specifically stated otherwise. 

2. 	 SALE AND PURCHASE OF TIlE SHARES 

2.1 	 1lMGN agrees to sell and the Purchaser agrees to purchase the Shares at the price 
specified, and upon the other terms and conditions in this agreement. 

3. 	 PURCHASE PRICE 

3.1 	 The purchase price'for the Shares shall be an aggregate amount of NR 

4. 	 PAYMENT 

4.1 	 The Purchaser shall pay the purchase price for the Shares in th" following manner: 

(a) 	 By a deposit of Nrs.[ ] upon the execution of this Agreement. 

(b) 	 The balance of the purchase price shall be paid in cash on the Completion 
Date. 

4.2 	 If from any cause whatever (excluding the default of IIMGN under, or failure by the 
HMGN to comply with, any provision of this agreement) any portion of the purchase 
price for tihe Shares is not paid on the.due date, the Purchaser shall pay to HMGN 
interest and surchargeat the rate of 25% per annum on the portion of the purchase 
price so unpaid, such interest to be payable from the due date for payment until 
actual payment thereof but this stipulation is without prejudice to any of HMGN's 
rights or remedies under this agreement. 

5. 	 COMPLETION 

5.1 	 Completion of the sale and purchaseof the Shares shall take place not later than 12 
noon on the Completion Date at the offices of the Ministry of Finance, Bagh Durbar 
Kathmandu. 

5.2 	 At Completion; 

(a) 	 Title tc the Shares and possession of the Shares shall be given by JIMGN and 
RItCDC accepted by the Purchaser; 

(b) 	 HMGN shall ensure that the [ I Directors which it has appointed to the 
Board of Directors of RIICDC shall resign. 

(c) 	 IIMGN shall (leliver to the Purchas(-.r: 

(i) 	 A memorandum of transferof the Shares; 

(ii) 	 All other documents and things reasonably necessary to transfer to 
the Purchaser full anrd unenicumbered title to nn(1 possession of the 
Shares. 

All such documents referred to in clauses 5.2 (c) (i) and (ii) to be prepared 
by the Purchaser and submitted to the Vendor in sufficieit time prior to the 
Completion Date to enable execution by IIMGN. 
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(d) 	 The Purchaser shall pay or satisfy the purchase pr.ce for the Shares in the 

manner specified in clause 4.1. 

6. 	 INFORMATION ETC 

6.1 	 In the period prior to Completion, IiMGN and RHCDC shall provide the Purchaser and
its duly authorized representatives with access during the RHCDC's normaloperating hours to the Business Records and the Business Premises to enable thePurchaser to familiarize itself with the affairs of the Company. 

7. 	 WARRANTIES AND UNDERTAKINGS 

7.1 	 In consideration of the Purchaser entering into this agreement, HMGN warrants thatthe Shares are not now, nor will on Completion be subject to an, option, mortgage,
charge, lien, encumbrance, security interest or other adverse interest of any
nature whatsoever. 

7.2 	 The purchaser undertakes that in consideration of HMGN entering into thisagreement it will make an offer for the shares held in RIICDC by members of thepublic 	(an aggregate of 489 Shares) upon the same terms and conditions as are
incorporated in this agreement. 

7.3 	 The Purchaser acknowledges that it is entering into this agreement, and agreeingto purchase the Shares pursuant to this agreement, solely in reliance on its ownjudgment and inspection of the RHCDC Business and assets and not in reliance on any statements, warranties or representations made to the Purchaser or to any
other person by or on behalf of HMGN and, save for clause 7.1. all expressor impliedor other representations and warranties are hereby expressly excluded to themaximum extent permitted by law. Without limiting the foregoing, the Purchaser
acknowledges that (save as is expressed in clause 7.1): 

(a) 	 none of HMGN, the Advisors, RIICDC or any person on behalf of any of them
has marXe, or is making, any representationor warranty, expressor implied,as to the accuracy or completeness of, or otherwise in relation to, the
Evaluation Material; 

(b) 	 none of HMGN, the Advisors, RH(:DC or any person on behalf of any of them
has given, or will give, any representation or warranty as to the future 
prospects of the business of RIICDC; 

(c) 	 none of HMGN, the Advisors, RItCI)C or any of their respective officers,
directors, employees, shareholders, affiliates or agentshias any liability tothe Purchaser, or to any other person, resulting from the use of any
Evaluation Material by the Purchaser; 

(d) 	 reither tile provision of any Evaluation Material, nor the entry by theVendor into this agreement constitutes any representation, warranty or
undertaking (express or implied) that the Evaluation hiaterial was or iscorrector that there has been no change in the business, affairs or financial 
state of RHCDC either before or after the date of the provision of the
Evaluation Material to the Purchaseror its agents or advisors; 

(e) 	 the Purchaser has made its own enquiries and satisfied itself (after taking
all such independent advice as it has considered necessarvor desirable) as 
to all matters which are relevant (whether material or not) to its decision to 
enter into, and perform its obligations under, this agreement. 
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For the purposes of this clause 7.3 tihe expression "Evaluation Material" means all 
information (whether written or oral and held in any mediumi) statements, 
projections, records, valuations, appraisals. forecasts, estimates and opinions 
relating directly to the business and the assets of RHCDC or the employees of the 
Business and provided by IMGN or any department of HMGN. the Advisors, RHCDC 
or any of their respective officers, directors, employees, shareholders, affiliates, 
agents or advisors. 

8. 	 EMPLOYEES
 

8.1 	 The Purchaser shall ensure that RItCDC shall continue to employ such of the 
employees of the Vendor as are engaged in RIICDC on the Completion Date as desire 
to continue employment with RHCDC on terms and conditions no less favorable 
(including terms relating to provident fund, leave compensation and gratuity) than 
thoseat present enjoyed by such employees, but subject to the provisionsof clause 
8.2. 

8.2 	 (Notes 

1. 	 This clause will contain provisions relating to entitlements of employees who 
remain in the employment of RHCDC. 

2. 	 The specific entitlements will be negotiated with the successful bid(ler and 
inserted in the final agreement. 

3. 	 HMGN's present intention is that redundpncy costs will lie met by RIlCDC. 
that HMGN will accept responsibility for agreeing any redundancy package 
with employees and that RIICDC will retain liability for payment to employees 
of accrued gratuity and leave conpensation at Completion Date). 

9. 	 RIGtlTS OF VENDOR 

9.1 	 If the Purchaser defaults in the perform;nceof any of its ohligations under this 
agreement then IIMGN may, after giving to the Purchaser 3 days' notice in writing 
of such default requiring the Purchaser to remedy the same and such default not 
having been remedied within that period, exercise all or any of the following. 
without prejudice to any other rights. powers, authorities or remedies which the 
Vendor may have: 

a) 	 Cancel this agreeiuent and in that event any moneys paid ib way of deposit 
or installments of purchase price shall be absolutely forfeited to tile Vendor; 

b) 	 Re-sell the Shares either by public auction or private contract for cash or 
on credit, and upon such other terms and conditions as HMGN may think 
proper, with power to vary any contract for sale, buy in at any auction and 
re-sell. and any deficiency in Irice which may result anid all expenses in 
attending a resale or attempted resale shall be made good by the Put ichaser 
and shall be recoverable by II(IN as liquidated damagvs, the Purchaser 
receiving credit for any payments made in reduction of I lie purchase price 
but any increase in price on resale after d6ductiorn of expenses belonging to 
HNMGN; 

c) 	 Sue the Purchaser for specific lierformance. 
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10. 	 ANNOUNCEMENTS 

10.1 	 Except as may be required by law the Purchaser shall not make eny announcements 
or disclosures as to the subject matter or any of the terms of this agreement except 
in such form and manner, and at such time, as may be approved by IIMGN. 

11. 	 NOTICES 

11.1 	 If any party wishes to give to or serve on another party any notice, claim, demand 
or other communication (a "notice") under or in connection with this agreement, the 
notice shall be sufficiently given or served (but without prejudice to any other 
mode of service) if addressed to that party and delivered to the address of that 
party stated below. 

The Vendor and HMGN: 	 His Majesty's Government of Nepal
 
Ministry of Finance, Privatization Unit,
 
Kathmandu, Nepal
 

The Purchaser and the Guarantor: 

12. 	 NO WAIVER 

12.1 	 No waiver of any breach, or failure to enforce any provision, of this agreement at 
any time by any party shall in any way affect, limit or waive the right of such party 
thereafter to enforce and compel strict compliance with the provisions of this 
agreement. 

13. 	 COSTS 

13.1 	 The parties shall each bear their own costs and expenses incurred in connection 
with the preparation and implementation of this agreement. Any fees taxes or stamp 
duty payable of transfer of the shares shall be borne by the purchaser. 

14. 	 GUARANTEE 

14.1 	 The Guarantor unconditionally and irrevocably guarantees to HMGN the due and 
punctual payment by the Purchaserof all motieys from time to time payable by the 
Purchaser under this agreementand the due, punctual and proper performanceand 
observance by the Purchaser of all its other obligations under this agreement. 

14.2 	 The liability of the Guarantor under this guarantee shall constitute a principal 
obligation of the Guarantor and such liability shall not be relieved or in any way 
affected in a manner prejudicial to HMGN by any granting of time, waiver or 
forbearance to sue by HMGN or by any other act, omission, matter, circumstance or 
law whereby the Guarantor as a surety only would but for the provisions of this 
clause have been released from liability hereunder. 

15. 	 GOVERNING LAW 

15.1 	 This agreement shall be governed by, and constiued in accordance with, the laws 
of Nepal. 

15.2 	 The Purchaser submits to the non-exclusive jurisdiction of the courts of Nepal in 
respect of all matters arising out of this agreement. 
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EXECUTION BY TIlE PARTIES 

Signed for and on behalf of IMIGN 

Signed by or on behalf of the Purchaser 

Signed by the Guarantor in the 
presence of 

(Name) 

(Name) 

(Position) 

(Position) 

Signatureof Witness 

Occupation 

Address 
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RAW HIDE COLLECTION AND DEVELOPMENT CORPORATION
 

List of Shareholders
 

HMGN owned and controlled 


1. 	 HMGN Ministry of Finance
 
Comptroller General Office 


2. 	 Nepal Industrial Devt. Corporation 


Tannery Shareholders
 

1. 	 Leatherage Bansbari Tannery
 
& Shoe Fac. Ltd. 


2. 	 Nepal Tanning Industries P. Ltd. 


3. 	 Universal Leather Industry P. Ltd. 


4. 	 Anapurna Tanning Industry P. Ltd. 


5. 	 Pioneer Tanning Industry P. Ltd. 


6. 	 Nepal Leather Industry P., Ltd. 


Public Shareholders
 

7. 	 Yadav Prasad Joshi 


8. 	 Mohan Lamshal Sharma 


9. 	 Amir Shrestha 


10. 	 Bal Krishna Shrestha 


11. 	 Lokendra Bhaktta Pradhanang 


12. 	 Gaouri Rana Joshi 


13. 	 Ram Prasad Pandey 


14. 	 Dhurba Bahadur K.C. 


15. 	 Subi Bhandari 


No. of Paid up 
Shares R s ' 0 0 

21000 21000 

7000 7000 

28000 28000 

7966 7966 

3000 3000 

3000 3000 

3000 3000 

1000 1000 

1000 1000 

18966 18966 

157 157 

100 100 

25 25 

25 25 

20 20 

12 12 

10 10 

10 10 

10 i0 



16. Dinkar Man Singh Pradhan 10 10
 

17. Bashudev Gyawali 10 10
 

18. Padam Kumari Gyawali 10 10
 

19. Purna Krishna Prajapati 10 10
 

20. Damodar Pradhanang 10 10
 

21. Ambika Gouchan 1%1 10
 

22. Riddi Man Amatya 10 10
 

23. Kadam Luxmi Amatva 10 10
 

24. Sarita Luxmi Amatya 10 10
 

25. Niroj Man Amatya 10 10
 

26. Tulshi Man Amatya 10 10
 

27. Bijaya Shanker Pradhanang 10 10
 

489 489
 

Total 47455 47455
 

The issued and paid up capital of the company is NR. 4,745,500
 
comprising 47,455 shares of NR 100 each.
 



Appmdk 4 

COMPANY: RAWHIDE COLLECTION AIM DEVELOPMENT CORPORATION 
BALANCE SHE 

Schedule M/89 1989/90 M/91 1991 /93 

I SOURCES OF FUNDS 
:(1)Sharehodsfund 

(a)Capita I 2647.10 4745 474530 4745.50 47450 
(b)Reserves and Surplus. 2 -594.03 295.16 3669.24 45 9.3 3 32 

:(2) WAN FUDS 
(a)Secred Lans 1210.18 610.18 610.18 2351 296.59 
(b)Unecuaed Lmu 

3263. 5650.84 9024.92 11676.31 10470.61 

APPLICATION OF FUNDS 

1 F ASSETS 
(a)Gross Block Value 21176 2599.19 425.23 6186.09 71136 
(b)Less: Dericitimn 450.25 66.91 94.38 154.44 1611.33 

(c)Net Block 167031 193.2 3205 4931.65 S5I.03 

(2)WVEsITS 00 0.00 500.00 500.00 5 0 

(3)CURRT ASSETS LOANSADVANCES 6141.09 10992.97AND 2501.69 9211.2 1124.30 

(a) Inventores 3 650.27 591.23 666.56 2930.01 1671.07 
(b)Sundry Debtors Aadvances 4 1632.18 2669.10 44%.97 625.39 6986.0 
(c)Cash and Bank Balance 4 139.74 2433.86 30125 691.28 590.87 
(d)Other Current Assets 5 79.0 446.90 896.60 9?8.89 187.89 
(e)work inprocess 6 0.00 0.00 134.90 137.40 137.40 

Less: CURE LIABILffIES AND 
PROVISIONS 7 93.95 242.53 3957.21 4748.32 6844.75 

(a)Liabilities 504.92 1052.09 851.81 1734.27 4107.70 
(b)Provisions 404.03 1376.44 3105.40 3014.05 2737.05 

Net Current Assets 1592.74 3712.56 5254.07 6244.65 441935 

TOTAL 3263.25 5650.84 9024.92 1167630 10470.58 

http:10470.58
http:10992.97


COMPANY. RW HIDELLEC ION MD DEVELOPMIT CORPORATION 

PROFIT I LOSS ACCUNT 

Schedie 19/1989L989/1990 19931991 19911992 1992/93 

1=1 sales 
Goveramet Sales 
Other inome 
A.TOTAL SALES 

Materials 
Kunizdhing wages 
Dreqitio pint i mchi 
other ftaory overheads 7 
[ss:i ta 

B.TOTAL DIRET OSTS 

C.GROSS PROFIT (A-B) 

idinistr e and Other Overheads 

Salaries I Benets 8 
Aduinistratin &Other Overhu 9 
Sekling t Distbutim Overhead 10 

G.Total Administration Other Overheds 

ILOperating proits (C-G) 

Non-operatimg lon eand Expenses 

No-operamtig In e 11 
Non-operting Expenses 
Interest Erpem 
Exceptional Item (prior period Erpenses) 
Profit Before Tax 
Tax 
Net Profit 
Tax hior PerWi 
Dividends 
Retained Polits 

49050,, 39105.13 

49050.35 39105.13 

31A41 27624.91 
1899.39 3061.49 

1.67 1.M 
2D38.16 2461.42 

-2769.33 -1025 

536.20 31622,7 

105140 7482. 

886.68 4953.27 
2626.89 504.42 
23.1 131.13 

875238 858812 

1761.67 -1106.56 

128.64 321.57
 
-162.61 0.
 
-264.14 -171.73
 

0.
 
1463.56 -950.72
 

-550.63 0.
 
912.93 	 -950.72 

-2.78 0.0 
0.00 0.00 

910.15 -950.72 

18457.10 25253.02 39273.64 

18457.10 25253.02 39213.6 

12M14 164615 27079.93 
95217 14122 
1.2 10.83 

1446.19 173. 
-577.59 -659.42 

18 .12 2968731 

669.) 9533 

39520 4320.44 
1448D3 8256 

89. 
0.0 


1035.46 
-69.10 

14241.12 

4215.98 

2251.39 
1243.55 
39.38 

3534.32 

681.66 

13.95 
-122.77 
-159.41 

0x 
413.43 

-19689 
21604 
-115.10 
-39.70 
61.74 

34.59 

4434.95 

2S34.35 

15.44 
-3.68 
-248.19 

0.0 
1935.92 

-769.75 
1106.17 

00 
-237.28 
9289 

56.01 

5959.01 

3627.32 

27 
-52632 
-136.43 

0. 
2992.07 

-1186.72 
1805.35 
-138A 
-593.19 
1074.08 

http:14241.12
http:27079.93
http:25253.02
http:18457.10
http:39273.64
http:25253.02
http:18457.10
http:27624.91
http:39105.13
http:49050.35
http:39105.13


COMPANY: DEVEOP0T CORORATIONHIDE COLLEMON AND 

SCEEDULE ATTACED TO AND 

RAW 

FORMING PART OF TEE BALANCE SHEET 

SC ULE 198/89 1989/90 1990191 1991/92 1992/93 

1 CAPITAL 

,Authorized Capital 1000.00 10000.00 10000.00 10000.00 1000000 

75.0 15002 7500 75w 7MO00Issued apil 

1 AMup Capital 2647.10 474S5 474530 474530 474530 
I ______ 

2 	 Reseresand Surplus 

Capial R e 
General Reserve 
PriI I A/C 

Profit (Loss) up to preim year -745.47 -W.73 245.16 1319.24 2229. 
61.74 9.89 10740 910.6 -95.78Profit (Loss) this year 

Other funds-GRAMS 0.00 0.00 2300.0 00 23002 

TOTAL 	 -6873 245.16 3619.24 4529-V 357832 

3 DIVETORIES 

RAw-Hide 
Sailt 

69.09 
41.18 

577.58 
13.65 

659.4O 
7.16 

2769.33 152655 
160.6 14432 

TOTAL 650.27 591.23 6666 OA! 1671.07 

4 	 Cash Bank MuCe 

Cash-In-HAnd 0.00 0.00 0.00 5.60 22.29 

Cash-at-Bank 139.74 1805.11 2878-.25 657.6 56858 

Cash intransit 0.00 628.75 138.00 28.00 0.00 

TOTAL 139.74 2433.86 3016.5 691.28 590.87 

5 OTHER CURRENT ASSETS 

Deposits 	 49.76 59.25 62.46 74.05 74.05 
84831 174831Advance paid income tax IS.37 369.42 79831 

0.00 0.00 2383 56.33 56.33Interest 
Prepaid Erpenses 14.37 18.23 11.0 0.0 00 

TOTAL 7950 446.90 8%A.6 97889 187889 

6 CURRENTLIABILITIES &PROVISIONS 

(a) 	 Liabilities 

Creditor for rurchage 481.86 686.65 554.33 1294.94 3842.15 
61.45 76.03 177.83Provident fund 23.06 5989 

Miscellenous Creditors 0.00 39.70 0.00 1.40 0.00 

Dividends 0.00 264.29 23739 350.42 87.72 

Advance for share capital 0.00 50.00 50.00 50.00 50.00 

http:2878-.25
http:10000.00
http:10000.00
http:10000.00


Income tu 311.99 1139.17 1956.47 254030 2513.20 

Dividend 0.00 2)7.27 593.18 0.00 0. 

TOTAL 404.03 137&44 3105.40 3047.25 2737 

7 OTHER FACTORY OVERHEADS 

Transpoation 501.50 78&14 98.22 952.44 1443.25 
tent 533.6 66D.6 801.43 96938 94.14 

other 0.00 0.00 0. 11630 114.03 

TOTAL 1035.46 1446.79 183.65 203.12 2461.42 

SARM D BEM" 

staff slim & Allmmm 224.61 394894 431352 5813.5 4944.42 
Mledical nibrsements 0 0 .O0 2.39 0,82 0.9 
Dr= alloance .18 112 433 12.31 8.16 

TOTAL 225139 2.06 432D.44 58A 495317 

9 'ADMIST1ATIVE W69 OVERIEADSOTME 

Printieg ad Szionsm 53.80 7.15 14.27 113.95 203.73 
'Trvelling .pe= 284.13 365.31 312.2 529AS 635.01 

Fid 90.22 102 106.26 183.87 283.65 
,epair 1 MAtainnence 131.66 159.8 166.73 452.3 610.49 
Iution &Charity 7.61 4396 29.30 53.24 20.92 

fee 1k5 66.80 14916 993711 18.10 
Auditors' fee 9.70 7.0 2 .9 42 40.12 
wes kTues 87.33 121 7 43.94 61.54 303.32 

Elctricit &Utilities 45.00 47.24 64.00 83.2 104.30 
,Postage &Telegrams 125.6 156.57 24437 308.97 432.73 
Books and periodicals 8.14 11.21 12.6 10.74 12.72 
Insurance Expense 4135 2,03 29.3 4480 8.84 
Bak conissim 9.33 10.62 8.52 17.68 22.54 
Miscelleous Expene 124.64 90.42 82.36 2658 289.40 
Depitio 209.67 2D9.60 31263 268.39 355.28 
Coasultlancy fees .00 98 0.00 36.46 8.0 

TOTAL 1243.55 1448.3 1582.56 2626.89 35.42 

10 SELLING &DISTIBUTION OVERHEADS 

Advertisment 8.92 12.53 19.42 34.47 17.99 
CoumJisson, incentives &prizes 30.46 22.06 36.9 190.95 113.14 
Cash discount 0.00 0.00 0.00 13.39 0.00 

TOTAL 39.38 34.59 56.01 238.1 131.13 

NONOPERATING INCOMES 

Interest inome 0.00 0.00 25.28 65.00 65.77 
Write backs 0.00 11.5 0.00 21. 0.00 
Miscelleneous 13.95 3.89 .22 41.76 161.80 

TOTAL 13.95 15.44 27.50 128.64 227.57 



A ,endhe 5 

DSAA MC&DC 

OFFICE EUII'TS 

S1. DESMIPT13 
qty 

iN/seb 

Purebtse uLst 
8 E 

Tra. h 

Salv. 
F 
% 

T.U. 
Liff;G 
Trn. 

LU. P.Value 
110c, J 
yTs. Nb 

0L Stee Cupbmzd 

02. IModen Cupb rd 

03. Fn 

04. Ordinary caki 

05. Offcer's wC 

06. Revomg ChAir 

07. Sdaa 

M imber plisticabbsad 

09. Typewriter 

10. Fridge 

11.Telphone 

12 O er 

13.Ordinary Table 

14.Officer's Table 

15.Tea Table 

: 

1 

13. 

3300 

90.00 

5.00 

18 I 

4.0 

300 

4.00 

1IS0 

2.00 

25.00 

8.00 

12.00 

196 69145 

1986 39000 

986 82500 

1916 45000 

1986 3000 

1986 320 

186 0000" 

1986 24000 

1986 1200 

198 I00000 

16 7200 

1986 24000 

1986 3750 

19a6 24000 

1986 720 

23.00 900 

20.00 9.00 

2.0 010M 

2D.00 9.00 

2900 7. 

2.00 9.00 

10,00 92 

RO.0 1.0 

3.00 10.00 

39.00 10.00 

39.00 10.00 

9.00 10.00 

20.00 7,00 

20.00 9.00 

2.00 7.00 

2.0 

2.00 

32 

2.00 

on 

200 

2. 

0.0 

300 

100 

3.00 

100 

0 

2.00 

0.00 

2526 

14138 

35523 

16301 

600 

11592 

652D4 

4800 

5167 

43958 

31001 

10334 

7500 

8694 

1440 

TOTAL VALUE OF OFFICE EQUI: 718945 2 05 



VEHICLES 

Q'ty mchse Lu t Sall. T.U. LU. P.Vdue 
S.l DESCPTIOK B E F Life1 Life,) J 

No/sets Yrs. II0mRs % Yrs. yrs. Il000'Ps 

01. Min TruckaS. L14 1.00 1 672.00 200 3500 2) 616.27 BehudA 

02. 13P Truck ll. L464 1.00 1991 83.00 3.00 35 23.00 781.A.Heuda 

03. Rud Gyq Ba.L A 1.00 198 724.00 300 35.00 300 663 Hetuda 

04. Motorbe LLPLI040 1.00 I 1986 .00 3.00 1M .0 46.03 Tnhumu Rap 

05. BertoBond Motorbike : 1 986 A0 3.00 1500 8.00 46.03 Klbmdu 

x Motorie Suki 1.00 1982 BO00 3.00 1.0 4.0 39.33 fletuda 

07. Radot 11-100 Motorbike : 1 1986 67.10 30.00 15M LW 45.42 Betauda 

. Rajdgo ID-175 Motorbike : 1.00 1 I 51.98 302 I00 LW 35.13 Nepdgun 

09. Raiot ILT-175 Motorbike 1.00 16 51.9 3,00 L2 8W 35.13 Ohmn 

10.Motorbike TYSSuzuki-100 C 1.00 1986 63.70 20.0 15.00 8.00 43.12 Jmkpur 

11.Rajdu RD-175 Motorbike 1.00 1986 SI. 20.00 15.00 8X 35.13 Labha 

12.Ragout ILT-175 Motorbike 1.00 18 51.90 20.00 15.00 8.00 35.13 Gaur 

13.lajdo-175 Motorbike 1.00 1986 51.90 000 15.00 LWX 35.13 Birguni 

14.Rajdot ILT-175 Motorbike 1.00 19a6 51.90 20.00 15.0 82 35.13 Pokhara 

15.Rajdgot ILT-175 Motorbike 1.00 1986 51.90 20.00 15.00 8.00 35.13 Butwa! 

I&Rjdu RD.175 Motorbike 1.00 1986 51.90 20.00 15.00 8.00 35.13 Dhmnzdhi 

17.Rajdgot Super-D Motorbike 1.00 1986 51.90 30.00 15.00 8.00 35.13 Bharatpur 

18.Bicycle 85.00 1990 I3.00 10.00 5.00 2.00 43.23 

TOTAL VALUE OF VEHICLE 3,19290 2,640.56 



6 AWen mi 

SUILAJY OF THE PROPERTY OF RAWHE COLLECTION I DEVELPUDRT COPL 

LOCTION LAD BUILDING 
Ufised Vact Potential Replacement Recl 

LUad Lnd Value Value Value 
Nu Niu NI NuL NuL 

OL ,ALBAKDI(SA.LAB]) 164546 0 216961 285903 17064 

02. BI1TAL WNo8([ha) 97M75 484S4 112875 14236 0
 
(M1vae value)
 

03. BUTWAL 160093 160093 0 0Wk.N(Gha) IMO93 

04. TRUIBUVAN(DANG) 19938 19938 0 0NAGAR 19938 

05. [ATINDU WJo.14 18125 1547065 2681250 34921 29 

D& 0 0 0 0BHAHAWA (RUPANDI) 0 

07. DUARAN os 238155 14236 0(SUNSARI) 23855 

(salvage Value)
 

08. ITAHARI 86250 86250 131967 105701(SUNSARI) 0 

09. JALESVOR (UAHOTTAPR)8257 8257 8257 0 0 

10.HETAUDA 2680 318164 324892 3286S(I WMPUR) 144S87 

I1. PALUNG 8499 10437 193 152344(UOAWPUR) 4250 

12.POHARA (KASKI) 194833 0 278333 248765 243679 

TOTAL 01 NRS. 4358371 262D799 5064 1217913 895482 

OWNER RAW CORP.OF THE PROPERTY HIE COLLECTION k DEV. 

LOCATIONOF THE PROPERTY LALBANDI
(SARLAHI) 

A.LAND 

MARKETVALUE 

NRs. 

a. Land Utilised 164546 

b.Unuti ld land that can be
 
divided : O
 

POTENTIAL VALUE 

a. Value of cleared land 276861 9, 



B.BUILDIG &CIVIL STRUCTURE
 

REPLAEMENT VALUE 5903
 

WflMAL VALUE106
 



OF THE PROPERTY 
LOCATION OF THE PROPERTY 

OWNER 

L.LAXJW 

ARET VALUE 

LLud Utiied 

b.Unued kad that can be 
divided: 

POTEITIAL VALUE
 

L Value of dard land 


B.BUIUW &CIVIL STRUCTURE 

VALUESALVAGE 

RAW ION& DEV. HIDE COLLEC CORP. 
BUTWAL WNoJ(Kha) 

9M75 

49454 

: 11287SO 

14236 



OWNEROF THE PROPERTY 
LOCATION OF THE PROPERTY 

A.LAND 

UARI VALUE 

LIndUbijsed 
b.Unutked Ind thd cu be 

diale: 

POTETFIAL VALUE 

LVaiue of d ed d 

RAWHIDE OLLECTION &DE. CORP. 
BUTWALWNo.(GhA) 

160093 

1W093 

In 31 



OWNER OF THE PROPERTY RAW CORP.HME COLLECTION & DEV. 
LOCATION OF THE PROPERTY TRIRHUWAN NAGAR(DANG) 

A.LAMD 

MAR[ET VALUE 

LLad fflsed : 1938
 

b.Unul Indtat m be
Wiied : 938
 

POTNIAL VALUE
 

LVaue of dwed lud 1998
 



OWNER RAW OLLECTION &DEV. CORP.OF THE PROPERTY HIDE 

LOCATION KATIMDU WJ.o.14
OF TIE PROPERTY 

A.LND 

MAW VALUE 

L. tId : 221B 

b. Unould lnd "hat a be
 
divide: I547065
 

POTENIAL VALUE
 

LViue of d ed land 268IN
 

B.BUILDIN I CIVIL STRUCTURE 

EPLACEET VALUE 34921
 

RENTAL VALUE 4842
 



OF THE PROPERTY HIDE 

LOCA!ION OF THE PROPERTY :BIRA WA 


OWNER RAW COLLECTION &DEV. CORP. 
(RUPANDEHI) 

A.LAMD 

MARM VALUE 

s.Lalfd
ilsed 

b.Unuti lnd tat cm be 
died:
 

POTENTIAL VALUE
 

L Value of deared Mand
 



HIDE CORP. 
LOCATIONOF THE PROPERTY ITAHARI 

OWNEROF ThE PROPERTY RAW COLLECION & DEV. 
(SURSARI) 

L LAND 

um VALUE 

LInd Oised 8m~ 

b. Une lad that m be
 
divided 0
 

POTERTL VALUE
 

LVe of dred Ind : 86
 

B.BUILDN I CIVIL STRUCTURE 

REPUL T VALUE 13967 

RENTAL VALUE 10501 

10 ,
 



OWNEROF THE PROPERTY 
LOCATION OF THE PROPERTY 

A.LAND 

WAR[ET VALUE 

L[adUtl 

b. ucnned Ind thit ma be 
ditied 

POTENTIAL VALUE
 

L Vue of cliearedInd 


B.BUILING kCIVIL STRUCTURE 

REPACLIflN VALUE 

RENTAL VALUE 

RAW COLLECTION I DEV.BHDE CORP. 
PALUNG(MAKIWAUPR) 

8499 

4250 

10437 

162993 

152344 



OWNER RIDE COLLECTION &DEV.OF THE PROPERTY: RAW CORP. 
LOCATIONOF THE PROPERTY POKWA (KASKI) 

A.LABD 

gmI&K'VALUE 

NiL. 

L uLtd i fi: 19483 

b.Unuffised land that 
div

be 
ided: 0 

POT'ITILL VALUE 

alueof dfredhna : 278333 

B.BUILDN I CIVIL STRUCrUIE 

IEPLAMIENT VALUE 24876
 

WTAL VALUE 243679
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SECTION 1. INTRODUCTION
 

1.1 Introduction
 

This information memorandum ("Memorandum") in relation to His
 
Majesty's Government of Nepal's (HMGN) shares ("shares") in Nepal
 
Film Development Corporation ("NFDC" or "the Company") has been
 
prepared by INTRADOS International Management Group of Washington
 
and Deloitte Touche Tohmatsu, chartered accountants of New Zealand
 
(together "Advisors" which expression shall include all other
 
consultants or advisors who have contributed to the 
information
 
contained in this Memorandum) for HMGN from information provided to
 
the Advisors by the 
 Company and from publicly available
 
information. The Memorandum is 
for use by those persons who are
 
considering the purchase of the shares in the Company ("Shares").
 
It has-been prepared solely for information purposes in order to
 
assist interested parties in making their own evaluation of the
 
Company and does not purport to contain all of the information that
 
a prospective purchaser may 
require. In all cases, interested
 
parties will be required to conduct their own investigation and
 
analysis of the Company and the data set out in this Memorandum.
 

1.2 Confidentiality
 

This Memorandum is confidential to the person ("Party") who has
 
paid the initial fee and applied for a copy of the Memorandum. So
 
too, all information provided to the Party by HMGN or the Company
 
shall be treated as confidential by the Party. In accepting
 
delivery of the Memorandum, the recipient acknowledges and agrees
 
to observe such confidentiality at all times and undertakes not to
 
use or disclose any such information other than for the sole
 
purpose of enabling the Party to evaluate the Company and make an
 
offer for the acquisition of the Shares. This undertaking is in
 
addition to any separate confidentiality agreement which HMGN or
 
the Company may require the Party to enter into.
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1.3 Status of Memorandum
 

This Memorandum is not an offer by HMGN to sell its shares in the
 
Company. HMGN may at any time 
negotiate with one or more
 
prospective purchasers and enter into any agreement for the sale of
 
the shares without notice to the Party or any 
or all interested
 
parties. HMGN reserve the right at any time to terminate further
 
the participation in the investigation and sale process by the
 
Party or by any or all interested persons and to terminate such
 
process or modify the procedures without assigning any reason for
 
such action. HMGN shall be free to conduct the sale of the Shares
 
in their sole and unfettered discretion and may determine
 
procedures relating to the sale of the Shares which may be more or
 
less favorable to any potential purchaser than to other potential
 
purchasers.
 

1.4 Disclaimer
 

Neither HMGN nor the Company nor the Advisors have independently
 
verified the information contained in 
 this Memorandum. The
 
Advisors, HMGN and the Company make no representation or warranty
 
as to the accuracy and completeness of information
the and
 
projections contained in this Memorandum or provided to any party

by HMGN, the Company, the Advisors or any other person and they

shall have no liability for any statements, opinions, information
 
or matters (express or 
implied) arising out of, contained in or
 
derived from, 
or for any omission from, this Memorandum or any

other written or oral communications transmitted to the Party in
 
relation to the business or the Company.
 

In particular, Memorandum
this includes certain statements,
 
estimates and projections with respect to the future performance of
 
the Company. These reflect certain assumptions made by the Company
 
or the Advisors concerning anticipated results which may or may not
 
prove to be accurate. No representations or warranties are made by

the Advisors, HMGN or 
the Company as to the accuracy or
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completeness of such assumptions, statemelts, 
 estimates or
 
projection2. The Party 
must rely solely on its own judgment,

knowledge, investigation and assessment of the matters which are
 
the subject of this Memorandum and any other information provided.
 

Neither the Party nor any other 
person shall have any claim
 
whatsoever against the Advisors, HMGN, the Company or any of their
 
officers, employees, agents or advisors arising out of or relating
 
to the sale of the Shares or this Memorandum, other than those
 
contained in any formal agreement for sale and purchase entered
 
into between 
HMGN or the Company and any purchaser. The Party

acknowledges and agrees that no contract or agreement of any nature
 
shall exist between the Party and the Advisors, HMGN or the Company

and no equitable rights or interest of any nature shall vest in the
 
Party or any other person in relation to the proposal for sale of
 
the Shares unless and until a formal written agreement has been
 
executed. The Party waives all claims in relation to the proposal
 
except those arising pursuant to 
the terms of such written
 
agreement to which it is a party.
 

1.5 Shareholding in NFDC
 

NFDC is a Corporation 
 registered under the Communication
 
Corporation Act, 
1971. Before sale HMGN 
will convert the
 
Corporation to a limited liability company under the Company
 
Act, 1964. 
 HMGN will own 100 % of the Shares in the Company.
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SECTION 2. SAI.E PROC[ESS 

2.1 Introduction
 

In January 1991 IIMGN 
 resolvcd to encourage greater participation by the private sector
in the development of an open and dynamic economy in Nepal. This was to be achieved by
the privatization of certain public enterprises. 

In accordancewith that policy HMGN has decided to sell its shares in NFDC, with a view to 
completing this sale by October, 1993. 

This section of the Memoranduii sets out the process by which the sale is to be achieved 
within that timefr'ame. 

2.2 	 Nature of Interest Offered 

It is intended that the privatization objectives will be achieved by the sale by IMWN of its 
holding of 100 %of the Shares in the Company. 

2.3 Access to Further Information
 

It is recognizedl that the information contained in this Memorandum may 
be inadcequate toenable potential purchasers to evnlunte the Company and formulate bids. If. afterreviewing this Memorandum, prospective purchasers wish to proceed further with a viewto making a formal proposal for the Shares, the following procedure mtist be followed : 

(a) 	 application must be made to: Ministry of Finance, Corporation Coordination Division,
Privatization Unit, Bagh Durbar, Kathmandu. 

(b) 	 a confidentiality agreement in the form set out in appendix I must be completed and 
forwarded to the Ministry of Finance. 

On completion of these formalities the Part' will be given access to the records andfacilities of the Company through Miinjt.'y of Finance, Corporation Coor'dination Division,Privatization Cell to obtain further information thai may be availnble and relevant to apurchaser of the Shmes. Interested parties should not make anty direl. aipproach to the 

- ----. 	 ............ 
 ...................
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Company or its employees without first conpleting these formalities. 

2.4 	 Bidding Process 

(a) 	 The sale process is public and any person who has purchased a copy of this 
Memorandum is entitled to bid. However, sale process differs thethe from 
conventional form of public tender. Once bids have been received, IIMGN proposes 
to negotiate with selected bidders with a view to finalizing a sale of the Shares to 
that Bidder whose proposal is seen by IHMGN to best serve the objectives of 
privatization. 

(b) 	 Bids must be received by the Ministry of Finance, Corporation Coordination 
Division, Privatization Cell, Bagh Durbar, not later than 5 pm noon on 1993. 

(c) 	 Bids are to be delivered in a sealed envelope marked "NFDC Shares". 

(d) 	 Bids must be made in the form set out in appendix 2 and must contain all of the 
information required by each part of the bid form. 

(e) 	 All bids should be expressed in Nepalese Rupees. 

(f) 	 IHMGN and the Company shall be entitled to enterinto correspondenceor discussions 
with any prospective purchaser prior to the final date for receipt of bids and at any
time after that (late. HMGN and the Company shall be under no obligation to act in 
a similar manner to any other bidder or potential bidder. 

(g) 	 IIMGN and the Company shall not be bound to accept any or the highest bid. 
Acceptance will be complete on execution by ilMGN and the successful purchaserof 
the written agreement for sale and purchase. Completion of the purchase shall then 
take place in accordance with the provisions of that agreement. 

(h1) 	 If the successful bidder is a company, whether or not a private company or a listed 
or unlisted public company, IiMGN may in their sole discretion require the directors 
and / or the shareholders or any of them to guarantee the obligations of the 
purchaser or to provide other security for the performance of the purchaser's 
obligations. 

(i) 	 If any doubt or obscurity arises as to the sale proce(ure set out in this 
Memorandum or any advertisement or in comiunication relating to tie sale process 
(but not in the agreement for sale and purchase, after it Ias bicen signed by the 
par ties thereto) such doubt or olbscurity shall Ih,resolvcd hy IIMGN in its absolute 
discret ion. 
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(j) 	 This Memorandum and any contract for the sale and purciaseor the Shares arising 
therefrom shall be governed by and construed in accordancewitI the laws of Nepal. 

(k) The sales process is subject to the provisions of paragraph 1.3 of this Memorandum. 

2.5 	 Material issues 

In evaluating the proposal and submitting bids, prospective purchasers will need to give 
consideration to and assess the impact on the bid the following matters: 

(a) 	 Redundancies: It is envisaged that, following purchaseof the Shares, a purchaser 
will wish to restructure the Business operation in the interests of efficiency. 

Any restructuring will, inevitably, involve redundancy for some employees. Any 
costs of redundancies will represent a liability of the Company. IIMGN 	accepts no 
responsibility for any such costs. 

(b) 	 Business Plans : Without limiting shareholders freedom to operate the Company 
following acquisition in such manner as the shareholders consider appropriate,
IHIGN will take into account, when evaluating competing bids, the following factors 
(in addition to price) which bidders are asked to address when submitting offers: 

(i) 	 Proposals which will assist in the promotion of Nepalese art and 
culture. 

(ii) 	 Shareholding participation by Nepaiese residents, particularly those 
with an interest in developing local art and culture. 

(iii) 	 Programmes to develop the level of local expertise and ability at 
management 	and worker levels. 

(iv) Ability of the bidder to introduce programmes increasing the quality 
and quantity of film processing services undertaken by the Company. 

(v) 	 Business plans for the Company including plans to earn foreign 
currency from foreign film producers. 

(vi) 	 Proposals in relation to anticipated levels of redundancy and 
improvement of employmenl( conditions and emplonyee welfare. 

(vii) 	 Proposals to provide employees with incentivf-s through share 
ownership or other steps. 

InfT 'tnaf ion Mfemortn uni 	 5.......ion .2.
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IMGN is concerned to ensure that the Company will be operated properly after sale 
and will play a part in the economic development of Nepal. These issues will be 
regarded by HMGN as important in the evaluation process. 

(c) Ability to Finance Acquisition and Continued Operation of Company: HMGN will need 
to be satisfied as to the ability of bidders to finance the acquisition of the Shares 
and to continue to operate the Company on itviable basis. This aspect should be 
addressed in the bid form. Although IIMGN will provide every assistance to the 
successful bidder to enable early completion of the sale process (any assistance 
required should be identified by bidders in the bid form), JIMGN/the Company will 
not provide financial assistance to the purchaser of the Shares, either by way of 
deferred purchase terms or otherwise. 

(d) Management Expertise: Evidence of tl.e bidder's past mnnagement experience and 
ability should be provided in the bid form. 

(e) Warranties : HMGN is putting the Shares up for sale on an "as is" basis. It is not 
proposed that IIMGN or the Company will provide any warranties, representations 
or undertakings in relation to the Company or its Business. Potential purchasers 
must satisfy themselves as to the assets and operation of the Company and bid for 
the purchase of the Shares based on their own judgment. 

(f) Government Consents: An agreement by HMIGN/the Compariy to sell the Shares to the 
successful purchaser will constitute approval by all departments of IIMGN whose 
consent is necessary to the acquisition of the Shares by the successful purchaser. 
No separate applications for other approvals will be necessary. 

2.6 Deposit 

An amount equal to 90 %of the fee of R. 200,000 paid by the Party to receive a copy of this 
Memorandum will be refunded (without interest) if the Party is unsuccessful in
 
purchasing 
the Shares for any reason (other than default in completing the sale an(l
purchase after final agreement has been signed). The fee paid by the successful bidder 
shall be applied as part payment of the purchase price of the Shares. 

A further amount which, together with the initial fee of Rs. 200,000. equals 5 % of the 
purchase price, is to be paid by the successful bidder at the time wheoi the agreement for 
sale and purchase is signed. If the total payment is not made within tie specified period 
of time, the deposited amount shall be forfeited. 
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2.7 Legal Documentation 

A draft agreement for sale and purchase of the Shares is set out in appendix 3. This 
should be regarded as reflecting HMGN's present approach to the terms of the agreement
which the successful bidder will be required to sign. However, HMGN reserves the right 
to change the terms in any way or to adopt a new form entirely. The ultimate form of 
agreement which embodies the obligations of IIMGN and the purchaser will be agreed 
between those parties. 

2.8 Liaison and Enquiries 

All enquiries and requests for information in relation to this Memorandum and the sale 
process should be directed to: 

Mr. Mukunda Prasad Aryal
 
Joint Secretary
 
Ministry of Finance, Corporation Coordination Division
 
Privatization Cell,
 
His Majesty's Government of Nepal
 
Bagh Durbar
 
Nepal.
 

2.9 Sale Timetable 

It is proposed that the following timetable will govern the sale process: 

__ 1993 Publication of Tender Notice 

__. 1993 Distribution of Information Memorandum. 

__ 1993 Last date fcr receipt of bids. 

1993 Completion of evaluation by HMGN or bids received. 

1993 Negotiation with successful bidders, 

1993 Agreement and Payment of deposit. 

ItMON reserves the right to change this timetable at any timc. 
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NEPAL FILM DEVELOPMENT CORPORATION (NFDC) 

SECTION 3: BUSINESS INFORMATION 

3.1. GENERAL INFORMATION: 

NFDC was established in 1971 under the Nepal Communication Corporation Act 1971in the name of ROYAL NEPAL FILM CORPORATION. Located in Kathmandu, the NFDC was set up to serve the government's objectives of producing feature films and documentaries ofnational and culture interest as well as commercial films of recreational values. 

Since its establishment, NFDC has produced 6 feature films and a significant numberof documentaries. Since its inception and until the year 1991/92., documentaries producedby NFDC served the objectives of promoting the political system, and producing newsreelsthat covered royalpalace activities, and other related government priorities. Instead crproducing economically viable and commercially competitive feature films anddocumentaries, itwas forced to develop those films and documentaries that would createnationwide support for the PANCIIAYAT PIlLOSOPIIY advocated by the then government. 

With the change in the political system, and the government's communicatio, policy
in 1992, NFDC was granted autonomy and allowed to operate purely as a commercialbusiness. Recent changes in the corporation's objectives coupled with an appreciableimprovement in the management of its operations, has allowed for proper selection ofeconomically viable projects, change in products and services offered, and increased
respectability in the developing local film industry. 

3.1.1 Economic Significance 

NFDC was established with the objective of promoting the development or the filmindustry in Nepal by producing docu mentLariesof national and cultural interest as well as
commercial films of recreational values. 

Being the only instiLution of its kind in Nepal, PFDC has also made ;igitificarntconLi ibutions towards developing thicartisticand technical talent required in running thisindustry. A series of people sent abroad as pat t of NFDC's devel#opmental initiatives in
training, are now leading this industry towards developing in-count rxy expertise in all
aspects of film nmaking- production, processing, distribution, and exhilition.
 

The government envisions a very important role for the NFl)( ihi the development
of the film imdustry in Nepal. The governntien t- in its national cmuttintications policy

doculent of 1992- has laid down a series of reasons why it wants to fit ther develop thisindustry. It hopes, that with NFDC's privitizatiori, a seriesof benefits could accrue to thecountry. Among the most important benefits are the reduction or roreign filn importseither for television or theatrical release- brought hy the production of an increasing
numer of filmis in Nepali and national lan gua"ges in Nepal, and lie influx of foreignexchange arising ft om Nepal hcirig a production locakion for foreign film produce s. Thistoo has implications on Nepal'.s international vi iltility for the ptii po,es (if touriiim andinvestmint. Finally. the production fili industry as a whole is consideiiuas a valu added
inmduttry contributing to GDP growth. 

3.1.2 Capability Profile 

Plroducts and Services Offeired 

A. Iilm ioductiorn and 1i: -til;uijit 

categories tof film I)tOdUCod:
 
b1.D catume LiIt .:
b. F,_IatIUre filIIIs,
 

ISO 



B. Fihi Processing and Other Services 

a. Processing and developing facilities (includes editing arid dubbing)
b. Raw films &materials supply 
c. Film production equipment rental 
d. Supply of technical expertise 

A. Film Production and Distribution 

NFDC, since 1991/92, has ceased its feature and documentary film production. Priorto this action, NFDC had produced 6 feature films & documentaries. For distribution offeature films &documentaries produced by NFDC, NFDC established a Business Promotion
Section which deals with distribution of all feature films & documentaries except 2 films-Santideep &Maya- for which an independent distributor was appointed. The independentdistributor has distribution rights for'a period of 5 years that began in 1989. 

NFDC also produced a series of films in joint venture agreements with private sectorproducers. The distribution of these films is being handled by the private sector partner
in exchange for a certain royalty to be paid to NFDC. 

B. Film Processing and Other Services 

i. Processing & Development services: 

NFDC, as a proniotor of private sector investments, supports private sectorproducers by providing timely processing & development of filns. Laboratory servicesfor processing, editing and dubbing are provided on a first-come-first serve basis with
priority given to producers whose targeted completion dates that are very short. Forutilizing facilities & services provided by NFI)C for processing, the producer has to payupfront a certain amount of the cost of raw films & raw material to he used in processing.
The balance is paid after completiont of processing &development of films. 

NFDC has starte(d providing these services (,mly this year. Realizing the incomegenerating potential for this part of the business, NFDC began to commission all theequipment- which had been procured earlier but wa-; sparingly being u-ed-- required forthis function in the last one ,car, and has been fairly successful in getting this operation
going in short time. 

Being the only film processing and devvloping (also providing editing and dubbingsei vices) institution in Nepal, NFDC stands to make this service as the most significant
revenue earrier for tile entire business. More and more local producer-, are beginning toappreciate this capability, and are preferring to wait for their turn, rather than makingthe trip to India- which involves passing through Indian customs, the Indian CensorBoard, delays at processing labs, and a myriad of otlierauthoritiesn! vlearnessthat niake
it very difficult for the producers. 

ii. Supply of raw films &other materials: 

NI"DC procures and ensures the timely :;ujply of vawfilms & materials required by
private sector producers for filin production. 

NFDC miakes this service available to its customers on t he payment of an initial(leiosit which is 33. of the total cost of materials ordered by tlie rn ri icula r client. Theremaining amiount is paid in I re-defitted installments. NFD" . ch*rg 5. service charpeif (lie client chooses to follow the in-;tallmer( plkan, anmd a %service clarge if the client
chooses to pay all the costs of the ravw materials upfiont. 

NFD)C also provides freu storape facilities for materials e',m :mrv:,,,I [or a client thatis jaying k utilizing theni on an ii stalmerit Ihasis :w, w.ll as those pl-to itur1gortn a cash basis. 



Supply of raw films and materials, is at present, the most profitable part of NFDC's
business. The success of this service has also been brought about by the ability of NFDCto order in bulk, its knowledge of technical specifications of raw stock and ready access
to suppliers. A very nominal custom duty & low sales taxes levied by the governnment andother 	 inducements- pertaining to concessional terms for clients procuring theseproducts- being given by NFDC have made this business very successful. Even thoughraw film supply is still a significant revenue earner, the processingand development part
of the business is growing faster, and is likely to exceed revenues made through this 
service. 

iii. Rental of equipment: 

NFDC also provides film production equipment on rent. This service is rendered ona first-come-first serve basis. New customers have to deposit 50%of the total amount of
rental charges prior to the usage of the material, where as permanent clients don't have 
to pay any deposit. Settlement of bills is made after the completion of shootings. 

Revenues generated through the rental of equipment have not been that significant.
This is due to the quality of the equipment which is old and obsolete, and also very
unreliable. 

iv. Supply of technical expertise: 

NFDC 	 has invested a great deal in promoting the development of skilled
professionals required for the process of film production. Most of the private sectortechnicians available in market, were in one way or another, befitted from fellowships
provided by NFDC. Though it has lost a number of its skilled professionals to the privatesector, NFDC is still a good source for hiring technicians for shooting of films. NFDC
provides these technicians to producers at very nominal charges compared to those 
available in the market. 

3.1.3 	 Sources of Information 

The information for this appraisal has been obtained from interviews with theGeneral Manager, NFDC, Company management, major producers, and representatives of
the Ministry of Communications. 

Additionally, an extensive number of independent reports w,.-re i eviewed as well as 
reports prepared by the General Manager of the C-:ompany. 

The organizational and cngineering appraisal was necessarily limited ill scope and 
depth. It was based on: 

* 	 Interviews with company management. 

* 	 Visits by the advisors to the NFI( pmemises to view all film production A­
processing operations including the editing and dlul)lbing functions. 

An inspection by the advisorsof all ma~jor assets incltding plant. equipment. 
and the building. 

A ieview by thu --cidvisors of the pri'cesses .-md mel hlod o 'rilm poduction.pIoc'ssing, editing, and l ulhirng; ,,ainterrancC: cjiality control: a 
inventory and stores manageic.ent. 

:* 
 I.'.evicw of all the doctiments and infornmatiun proviled by the company. 

An asscs:-- entuf tnc lrt ncanrl am 

IIaimIIa enI t ilfrCrmrahticorr 


organi,fin t -;tul i,at.helm.nt a ivull as the 
;1 l i e r",.'rs '';l :r t lie Iiirttmn 'r nvilnhk' t, t lie 

factor%. 

ki (;1 1)I-VidlCd I). tLe Ial( Im Y rr1a 'rrryrat11 
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3.2 MARKET INFORMATION 

3.2.1 Organization of the Industry 

The film industry in Nepal is generally categorized into 4 sub-industries, theProduction, Processing, Distribution, and exhibition sub-industries, as depicted in the 
chart below: 

FILM INDUSTRY: PRODUCTION-DEMAND CYCLE 

Dsitribute to 

Produce Films exhibitors
 
to be Distributed
 

DOMESTIC 69rlutor 

SYSTEM 

producers Exhibitors FOREIGN 

SYSTEM
 

Der'sfa;, to! !' ,s 
prompt inrceased 

orocuction 

U,"oerta es. PA-proceSs6ng,.. Draydes ntv '5 BEST AVAILABLE COPY
and exoertlse to improve the cyc!e'a veoc'ty 

The flow of these activities form a prod uctioii-denand cycle where all the.- s I)ub­industries form a symbiotic relationship, one ,lepentlent on the othf-r. The exhibition (ffilms is d leenlei ton prod uction of fiiis, and t le )rod uction or fiiim qq ui res distril tots
and outlets for exhibition. 

II Nepal this cycle consists of 2 systems. lie ,Iomestic film s'tt.-m anrl the foreignfilm system, both systems converging at the exhibition phase. 

Thecexhibition phase includes both the ( incma circuits and the te levkion nel wor1:s.m
For the television networks, the films are on a 
video format rathcr ilhanitri Iv* cllulo(idas wiI cinema releases, in adIition, the Ielevisiio,, neLtwo'ks mav oilo dIeail directly witIhthe local pioducers thereby by-pas: ing tie distl ibutor stage. 

End Users 

"l'lt ll.- ur of th plnondict. ntI'11( it'., l'rovi(I d l * N. l as senl fI;I'- III the.above chai t-ai Litte l)e1l duccz..4 tLheme;tlvus. Ilw'. . r. tie qLi;miit " '4" I)( J)rt, ii'. It nrid
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services used by the producers will depend on government policies that provide
incentives for them to produce films at low cost. and also government initiatives to increase 
and expand the exhibition of films, that translate into generating further demand for films 
that will prompt increase production. 

3.2.2 Film Industry Trends 

3.2.2.a. Increase in Exhibition of Films 

Due to the liberal communications policy of the present government, the number of 
theaters in the country is increasing substantially. This is evident from the increasing
numbers of permanent theaters in the country. In addition to these permanent theaters. 
there are several mobile theaters that can be found all over Nepal. Changes in population
demographics, coupled with the increase in cinema theaters in the country, is positively
impacting the growth of the Nepalese film industry. In addition to the rapidly growing
domestic market, Nepalese films also have a market in the Indian states of West Bengal.
Assam & Sikkim- due to a sizable number of Nepalese people residing there. 

The total number of theaters in Nepal as oF June 1993 are indicated in the following
table: 

S.No ZONE Type
A 

Type 
B 

Type 
C 

VIDEO TOrAl. No. of 
Seats 

1. Mechi 3 2 3 3 11 5763 

2. Koshi 4 5 2 - I1 72.,16 

3. Sagarmatha 2 3 4 - 9 5142 

4. Janakpur -_3 6 3 12 5194 

5. Narayani 3 7 3 1 14 S674 

6. Ilagmati 5 2 - - 7 6323 

7. Gandaki 3 3 2 1 9 5674 

8. Lumbini 4 4 4 1 13 7891 

9. Dhaulagiri - 1 - - 1 514 

10. Rapti - 2 1 - 3 1499 

11. Bheri 1 I I - - 3 1732 

12. 

13. 
14. 

Seti 

Mahakali 
oral 

I 
-
26 

-

-

.13 

1 ,-

-

_ 2 130) 

,,5 
125810 

1j 
g&iuTe: \I'I nfJlmifii ti i ii ii mulll nl: Uo~l . -

Note: Tylpe A- tlhuaLers with 'R00 seals an, alhcu 
*l'ic P.- tleatcrs with lseats f' ou 5()0-:;00 BEST AVAILABLE COPY 
' ipe..:- Lleater:. withI seats hcluw 3(10 

,\:s inilicntel above, tlhu ,., a r ,_,",q i(,mal;.nt th attrs 1-,alevi, l pailI 1'i(i, in 
r'viIr Su11Lill - total ,,-.'atting capacitv of 5S401. "l'l qtmu.:lI Ini' tv, cal (l;1 :,,;ailalfl'there i, i11" 
tlU ilmlC casing Li enldl0ill the c.mIst r'ucti(i of tl. 'rr. ,de, lal Vn . f ";,,,' i I i.'l\'clari
Ihr. exlai 1c'cl hy the' irelmC 15( in the ntml'.. of iK.' ,,raited I w . v;. nlu't f 
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Tihe tablC below suninarizes the licenses issued. 

Description 19/90 90/91 91/92 92/93 

1. License Issued for
i. Mobile theaters S3 89 101 137 

ii. Exhibition in video halls 
duly constructed 

- - 5 

iii. Exhibition in permanent 4 - 16 
theaters duly constructed 

iv. Video hall construction - 7 - 4 

v. Permanent theater 
construction 

9 2 5 18 

TOTAL 76 78 106 180 
Source: Ministry of Inlormation anid Coin11111iti-on 

As seen from the above table, there has been a dramatic increase in the number oflicenses granted for different modes of film exhibition as well as stages of licensingrequired for construction and display of filns in video halls and permatient theaters. Thisincreasing trend ill the issuance of licenses for theaters confirms increasing number of
movie viewers. 

Though there are no updated records of the number or tnew I heater openings . filnindustry experts claim an averageof 15-20 new on.s have opened each year for exiibitionin tle last 2 years. Such an upsurge in tihe numler of licenses a pprove., and the numherof theaters opened in 1n.9 1/92 and 1992/93 ha': e leen brought abon! hr f he 5-year incometax holiday granLed by the government to all new theaters open,:.d 'icc. Inql/92 forexhibiting films in tile national language. Ft rtier. the gov.r rnlcnt has also announicedthat 40'; of the entertainen.t tax collected at the iox office will go to. the new theaterownef ftro a period of 5 %earsafter establishment. which ir; significantfy higher t Ihan th;'10. Lax rate all)wed for old theater wlncz S. 

3.2.2.1). Incrcase in Film Production 

Iii its effoi t to prumt filmns of Nepal:F,. ,-,C'.c 'I r.,' thLIe ,',e rI,'.as' v of it-. new1C rtcoiimmu ic~atios policy, has mact signific innt crrort-s to encoi.' ,..,,.,film making irl tI,country. In the past, governwent's policy d H n,,t pm ,vide the ci,'cive environient forprivate ';cctor pr luceIrs t") prod t.'ec co)mmel'cialll viable filn-. 'I'll C Ilx stiructurc aiiimport duty I\ jid on film equipnrent liter-lly mIlal)-it iiiillllcssihl r(n .i 01 ,vitcer to :_enerat.ir~c,., . ;t mc:Imrr'- tl t wolld I.t ranmi l]tc, into :c,- ' le piofitallitit v Ic l '' 



The table given below illustrates the number of feature films produced in Nepaleselanguage in the last decade. 

S.N. 	 FISCAL FILM JOINT FILMS TOTAL FILMYEAR BY VENTURE COMMIS- PROCESSED
NFDC FILM WITH 	 SIONED BY NF C 

BYNFDC 

PRIVATE
S ECTOR 

I. 	 Up to
 
1980/81 6 
 17 

S-. 	 19S1/82
 

9
518_ 	 _19S 


3. 	 1936/87
 
-- 1 2 22 25
 ______ 1990/91 __ 

4. 	 1991/92 
_ 

-- 10 10
 
10 10 

5. 	 1992/93 -- 14+20 34
 

14 are Coileted 
being as of June
 
-shoton 1993
 
location 

Souci .... -....... y o/,iT 	 fi .iU~iii .
ii ' i]-] rii . WDi
 .... ... . .. .....
 

'File table above illustrates an increasing trend in the production of filns whichconfirms 	investment in the film industry becomiimg an increasinglV profitable proposition.Several producers are now trying to cash on to the attractive incentives being given bytile governmelt to promote the industry. Producers making feature films and video filmsin the Nepalese language within the country and making them avaiinlle for e.hiiitionlocally, can claim 6.5? of the total entertain,,enr tax collected asproceeds for 5 years. The amount 	
piaI of the box officeof eritertainmeit tax collected is l1ut into a (lepositaccount of the tax office, and the same is then released to the pi odlucer, oi a grant basis.In the case of a film being showed in a newly constructed theater, the producer is entitledto 50%of thme total collected entertainment tax. 

The interest on the part of more anid more individuals to prolutcegauge(l 	 by the increase in films can bethe number of producers who are now 	 rWgistered with theFroducets Cotmimi tte fonme(I under the Nepal lotion Pictures Aqsociatioi. The table belowshows an increasing trend in (-heir number-. 

Year Nu mmbei of Registered lroducei's 

Pelofoe 1973
 
1973-I 4.°3 
 3 

I S.q3-	 1-7
I18 


I 9- 199(0 
191)1 -io date _i.omi ce:'. iJ..... 	 M' i'mul~p[ l.u I *.. A: .,'i~i.H ,In3 



An increase in the number of films produced, and their future productiot, cnn alsobe gauged by tile increase in the number of licenses issued to producers for making new
films. The table below gives such an indication. 

Description 	 89/90 90/91 91/92 92/93 
1. License Issued for Production
 

of:
 

i. Advertisement films 15 56 46 37 

ii. Video films 13 10 8 20 

iii. Feature films 13 I1 18 19 

iv. 	 Documentary & films by 53 52 54 57 
non-Nepalese producer 

TOTAL 
94 129 126 133 

S-oUce: Ministry of Inlormation and CommunicE"i tion 

The information provided in the table above gives an indication of the increasingnumber of interest from producers to produce various types of films. The interest fromforeign producers to make films in Nepal has also been increasing, thereby generating theieed for additional pre-editing type of work that could be handle(] for them in Nepal. 

3.2.2.c. Increases in Distributorshil, 

DisLributors play an important role in the demand cycle for films. An increase intheir number is an indication of the demand ex pressed by theaters for films produced.
Nepal, 	dist ributors are organized in the following way: 

In 

i. 	 Distributors that dist ribute only Nepalese films
ii. 	 Distributors that dist ribute only Indian films
iii. 	 l.)istributors that distribute Nepale:;e as well as Indian films, andiv. 	 Cei tain producers that have their own (list ribi'1 ion netvork whichdlistribu -ts their own films as well as other film' ttlat could be Nepalese

and/or Indian 

The increase in the number of (listributoi ship in Nepal can be see!n hy the numbelrof licenses issued for distribution in the last 3 years. 

Description 	 89/90 90/91 91/92 _02/9 

1.License Issued for: 

i. New distrilbtltorshi) 21 ,7 

IIiitrTl'yst l'ce: oSTTit ;ttT l f f(i-OM T'l-Tt n i a it-lli il 1 
Tie above [1ble-ctl,)ly ._,,nflitrn.'rl v suN glV Iu. iglificnilt iw r,',r ili I 11C. 11111 ,-1of mmr.v 	 rlisi miltitom . ov", thp.' I;',t i y"e '.. 



3.2.3 Future Trends and the Potential for NFI)C 

An analysis of the production demand cycle in this industry suggests a modest 
growth for film production in Nepal. This growth has been propelled- lo a major extent­
by the liberalization of the government's communication policy, and the increase in the 
number of incentives to all its major players. 

3.2.4 Growth for NFDC Products and Services 

The table below highlights the sourcesof income for NFDC' in the jiast 5 years. 

NFDC: SOURCES OF INCOME 
(in thousands) 

SOURCES OF INCOME 	 88/89 89/90 90/91 91/92 

1. Docurmentary & news 1419 4630 1768 q20

reel sales
 

2. 	 Film exhibitions 553 1673 2624 13
 
and distributions
 

3. 	Machine and 488 446 326 738
 
equipment rental
 

4. 	Theater and studio 44 152 192 229 
rental 

5. 	 Technical fees 349 10- 107 273 

6. ihm Processing 231 

7. 	 Raw films sales -- -- -- 347 

8. 	Miscellaneous 99 146 186 21 

Sou re:TFD-R'Sd 
. 

3.2.4.a. Documentary, newsreel, songs a l dialog sales 

NFDC has mi:ocd out of the documen tarv and newsreel pirolluctiotl I)u.iness.
'l'heretore, income generated in the last 3 years las decreased significantly. Revenues
declilned by over 497Z in 1991/92 as compaied to 199(/91. The year 19112/93 will see littic 
generation of revenues through this source, as tile NFDC preseitly has limited interests
ill this business. More and more of film prodiction is now being hnaiidltd in the private 
sec to 1'. 

Sililarily, NFDC is rio longer engage( il Ih. list rihiition of filni.'. l'reviousivy it tisel 
to distribute films produced by it on its own. WithI regards to filttviii proCued in a joiit
Ven LUl'e with the private sector. NFIC' sold its ,iist ribution rights lo Itie priv:at.e sector 
paitiier . 'he reveriucu- gecnerated in the 1a<;t 2 years, are thfnse ,et ived from royil-ty 
pay miiti s that ale likel' to iiC).Ci u. nLlii!thic. e)(] (of 195. The drcfor'., thi: pait of he 
h)uSinC$SS hias. not heOo al i tc l l.neror t tliC ('Oll1i'-lly, 

llo ever, luiuiald fo docuiuciitai frilns< pio uced by NF)(" i'; st ill quite high. At 
I t. ie-eii 11ti . NLIiI)l is produ ciig 2 d0c'u meni, triis for the Do'pai tinIt of lourismu ardt 

all Austirian grIlilu , both of which , y 1)e 'le lil to good if-VUili tII lil r oi itie 
oi ganization. NFDC is io lolger oliged to i;ik, fii; fo .11Yi gmot'ti iii it agencl'y if tid 
VCiltILi'e is not finmncially viable fot ti e '(onpanlV. 

I.'i'\,eiiuCs acci ti t tirolgll soliis and dialg gat,, t' ,I 2 ' .; .h 



3.2.4.b. Macjdne &Equipment Rental, and Technical Services 

Machines, equipment rental and technical services side of the business has been asizable revenue generator for the company. The revenues generated in 1992/93 by thiscomponent are expected to modestly increase in the next 3-4 years. Revenues from studiorental are likely to increase further as increasing number of producers begin to make useof the existing facilities. However, this increase will also depend on the quantity ofinvestment that will be made in editing and dubbing equipment to enhance the number offilms that could be edited at one time. The likelihood of an inL:rease in rental revenues islow since the equipment available with NFDC is old and obsolete, and has limited use.However, a collective effort on part of the private sector owners to acquire new equipmentwill not only increase revenues, but will also enable the individual producers to gainaccess to the broad range of film equipment required for varied types of productions. 

3.2.4.c. Film Processing 

Film processing has now become an important service offered by NFDC, and will hethe major source of the organizations's revenues in the future. Being tile only filmprocessing unit, NFDC has an invincible position in the marketplace. More and moreproducers are willing to wait their turn for using NFDC's processing facilities, rather thanmaking the arduous trip to India. Also, the potential for offering foreign films being shotin Kathmandu,a processing facility for pre-editing purposes, is also likely to be a bigsourceof revenue for the company. The rapid increase in the number of licenses grantedfor the production of Nepalese films is yet another indicator of the growth in the demandfor film processing. As seen from the product ion-demiand cycle, the growth in the numberof producers seeking to produce films, is a function of the increase in the number ofexhibition theaters and distribution outlets all ovei- the country. 

Though it is difficult to accurately pioject the total nuinbvr of films that will heprocessed in the next few years, due to this service being recently' introduced in Nepal,and tie recent change in the Nepalese communications policy, however, some constructive 
assessment could be made as seen in the following table. 

91/92 92/93 93/94 94/95 ')5/96 96/97 

1. No. of scripts approved
for filmi making 15 41 52 65 .l 101 

2. No. of films produced 9 20 26 33 41 51
 
locally fir review of
 
censors
 

3. No. of Nepalese films
 
processed by NFI)C ill to 15 20 25 30 35
tihe dubbing stage
 

4. No. of foreign
 
p'roducers filming ill
 
Nepal using NFD( 
 5 ,
pImocessing facilities 

5. Total iumihem (,f filmms
 
proces,ed by NI DC 15 25 30 35
 

Note: 

1. l hel. %'Vl;;I dI,'iMatic inclcl.. in the mlli bel' (if clipt I.,IIIitt.1 to tIll. ,c'lc nailtattllhorities foi apF~ltiVal in l!ti)v/9.ia m; . mcd I.o I,1)1) /92. Thi'; Ii.; ''emUI tlI.' lt ; l o u! by tie liberal co1mmmumnicationm:, policy that eincoil ilm.,: tthe ,t oreoo, tic. filmim iili st m'. 
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NFDC, which also acts in an advisory capacity to make recommendation to the government
on the scripts to be approved, envisions a high growth in the number oif scripts that willbe received in the next few years. It is estimated that scripts submitted for approval will
increase by 25% a year. 

2. Based an an analysis of historic data, and interviews' Et,film experts, about 60%of the
scripts submitted are approved by the government for iroduction. For the purpose ofthis analysis, an approval rate of 50% has been taken as )ver the course of the next few years, the government may enforce certain stipulations to ensure the developmentof good
quality films. 

3. NFDC produced 8 films in 1991/92 and is likely to do 15 in 1992/93. With the fullcommissioning of equipment and investment in key machines, the organization should beable to produce 40 films a year by 1996/97. This number could be increased further ifrapid investments are made in the desired equipment, however, due to the high costs ofthese equipments and the inability of the priate sector to make such quick investmentsat an early stage, the target of 40 films is considered as attainable. This number also
includes processing of foreign films, a segment that has not been tapped until now. It isnot only the number of films that should be looked at as a measureof NFDC's capability, butalso the overall extent to which processing can be carried out. In less than 2 years, NFDChas now developed the capability to provide 16mnm-35min blow up prints, arid also a fairlevel of sophistication in the editing and dubbing process. The capability to provide blow 
up prints was only commissioned in June 1993. This will come as a big relief to producersas they can avoid the time and money spent in getting this servicedone in India. However.NFDC still lacks an optical camera- used for transferring magnetic sound to optical sound­which could complete the entire process, thereby making possible the releaseof a film fully
processed in Nepal. It is anticipated that in the coming years, a privatized NFDC will have 
all these capabilities. 

3.2.4.d. Raw Films 

Sale of raw films- a service started in I991/92- has also been a major sourceof theorganization's revenues. In its efforts to promote film production, NFIlr' has been readilymaking available raw films and materials required by the prodlicer community. Flexibleteris and conditions have been granted by NFIP(' for the payment of (lie reqii red rawmaterial. These have also been made possible through incentives given by the government
for importing these materials. 

A nominal custom duty of 15 paise per met re of raw film imported fromnabroad is nowbeing charged by tie goverriment. Translated into a percentage basis, this duty comesto ahout 1.% of the total value of the film imported. A ales tax of 5%is also levied over the
total value of the consignment. As part of ius policy to develop this industry, thegovernment has cut down these levels drastically from what they were prior to the newcommunicatiolns policy of 1992. A customs duty of 55% and a sales tax 207 were being
clmargcd for raw film import, thereby making it impossible for the gi owth of this 1roctor.
 

The low price of this commodit*y has dra matica lily spurred tip p rolucE'.i interest.They have been approachrig NFDC for all their raw film rieeds. NITD" chargesa processing
fee of 1 from producers if they pay upfroit for all tleir requiremenit of raw filmi. Aprocessing fee of 7% is charged if tile prodiacuis pay in instaillment,; for tlie raw filmo'deired. lowever, they have to pay I/3 of tile total ammcouit1t of tIle filM ordered Upfront
before they can avail this facilit. 

3.2.5 Coipetition 

Il the areaof feature film pro( uction and dis i ibutimon. Nl7 11(' 1a1 n. to fa,_ t rongco it'tit ion witi producers ai(1 dist rihbiit'.s iIIm i(l , NepaIl as XVcll - hose from I dia.Indianl filiiis have beeln popular in Ncllal, and disi. ril,niiors; nd c'hiii'iti, I h,.ti. i'l ef'rto deal with Indianl filmls(ut, to buttr mairgin of lmfitabilit vav.nil:dfle All;). th. :I hs',Reof a ;ignificaiit rum ei of thmett'i in Ne:IpIl f- ha:i 111;111C diffiCuRl k ,, "'i";if l>i .';l IN'"O
tO LN'.hi it tlicir fililtS. NFl )r' ailn I t lie i.. i'l N,'ilta 1l '.I C lii 't lt-l wit he iinv-. l 
produc ,:N ill Iil(,iia ' h i o,1 c filli, iii Ncl, i.t Ingiagc"; t p',"'.',I 1r,1 ,,1,. ill":,.i 1 ill 



Nepal. 

Due to the nature of competition in this line of business. NFIC has since changedit business activities as a producer of feature films to a facilitator of film industries inNepal by providing the logistic support to private sector at their request. 

In the areaof film processing, which is now the main emphasis of NFDC, the companyhas made significant investments the establishment of a processing laboratory andupgrading of inventories for raw materials req uired for the film processing function. Sucha significant investment will not be possible for any other local private sector individualor group to make in the coming years. This strengthen NFDC's position in film processing,however, competition for this function comes from processinglaboratorieslocated in India.Before NFDC started its processing function, Nepalese producers had all their processingwork done in India. Some of these still go to India due to unavailability of facilities forconverting magnetic sound into optical sound- a concluding stage of the film processingfunction. However, an increasing number are now hoping that NFDC will be able to satisfy
their needs. 

3.2.6 Marketing Analysis 

3.2.6.a. Strengths 

NFDC possesses a number of strengths that makes it a very attractive proposition
for investment. These are: 

a. Its established history: Over 22 years in operation and a pioneer in the development of
the film industry in Nepal. 

b. Extensive array of services offered: NFDC possesses the capabilities to offer all tileservices required for film production in one location. Producers carl get access to rentalequipment, technical advisory services, raw materials, film processing facilities, dubbingand editing from NIDC. There is also a site within the NFDC premises for a film productionstudio, the structural foundations for which are already in place. 
c. hilm Processing: NFDC is the only institution having the entire range of film processingequipment required for film production. It enjoys a monopoly status in film processing,and tl'crefore stands to earn considerable revenues in this business. 

d.Availability & Storage of Raw Film: As part of its promotion activities, NFDC ha';endeavored to ensurea steady supply of raw filir required by producers. It also storesthese raw films and other materials for producers who can coIlect them periodically artermakinig payments for tile amount needed in hliases. 

e. obsolescence factors: "thefilm productiol industry is a highly ,lYnairmic industry wit hinnovations illfilln processing taking place on n continuours hasi. Thei efore, sonic degl e,of functiorial obsolescence is bound to b pricseit ini anY film (leveloment & processingOpc rLioii. Ior the Lid of nCeds illNepal, anI the le el of sop istication of tile iid ust rvin the country, the coniditiol of tile machinesarid -quipment 
1 

rl,,em,.c(ialapjl lpriatc.can Il,. 

3.2.0.1). Weaknesses 

a. Lack of al effective ,nmarkting calalli y: NFl.:i cou id offer na very iiscl'l ire­
lroce.,ing service to, ll the foreign filiimlakcr fiiri nil Nepal. llowcver, lle to lack ofeSo)nlces arlid the requii ed skills. the coimny ha'; 1been unahle t) a0 t rac t hie'.;e erryiml,.ortant clients. Withl privatizatio, the new OWner,; could targ,,( I his client aggressivelyby inLiodutcinig a na iketing prog ram aimed atcalpabilitie~s." crentimtg awarcne,:sof NFIwls expertisc arid 

"
 

I,. l:.qt.lilnmtrit: "loeIisui c : t';rdy fl ,'f w,, ar, r 
ai, 

ici (, Itr ,1 ,rF tile Jri,',.5 i .,oi)Clatio'lMMdt U)dtrl ICli'Corrjl,;iriy'13S p r c,?:j ipo, n tputs, c'rI:tril I,y e(plip :rt n ,'essential. Lack of capital to invest in such equiltmeWl . lvvs iiilled),l'd, I ie (1c lllltiI \of tll. 



output. there leading loss of extray to revenues that would have otherwis e been 
generated. 

3.2.6.c. Opportunities 

There are a number of opportunities for NFDC that can be capitalized to the 
company's advantage: 

a. Investment in essentially needed equipment will significantly increase processing
capacity and quality. 

b. Aggressively marketing servicesof NFDC to foreign producers-- shooting in Nepal-- willresult in an increase in foreign exchange earnings for the corporation and increasedinternational visibility for the country for the purposes of tourism and investment. 

c. Continuity of the government's policies to provide incentives for setting up anincreasing number exhibition theaters, and further inculcating producer interest; willaccelerate the production-demand cycle, thereby increasing the number of films made and
processed in the country. 

3.2.6.d. Threats 

There are certain threats that the company faces while in its ,-fforts to increase its 
revenues.
 

a. Competition from film processing studios in India is likely to impact upon the quantityof films processed in the country. This will translate into NFDC's processing revenues.However, such a threat could be removed if NFIDC is able to expand its piocessing capacity,thereby decreasing the waiting period for producers to process their films through NFP(. 

b. The government has stated its continuous support For the growth of this industry as 
part of the incentives offered to filmi production. Government's renewed siipport for thissector for the next few years is very important, however, it is not i'o';sible to draw anyconclusions of the government's position in the long run. 

3.2.6.e. Critical Success Factors 

Tlme factors critical to NFI)C's future marketing success a re: 

- its catpability to further increase the processing ci pacity of fihms, 

- investment in equipment and processes that enlnce andcan strmeamline 
processing capacity, and 

UOvernment's continued commitment to this indtst i y Ihrou h onmgoint,
incentives for encouraging further establishment or eiihiion theater's.ilicenItiv-es to I roducerTs,and relaxation of duti,_'s f,iitpoi Iiug raw filmN and 
otlher mitrit a I. 

3.2.7 C:onclusioris 

NFl.C is we_'ll establislh... to ';erve their L - film i .ll,, v.i itl ,'l:;uI. It 
ploVides a coiuupluLc airaV of 'vice:s re'qu i u'I of anyuv film p,,rdlir"i,'I opcratioi. Withsignificant inve:tmucnts il pm cu-ssin.'__ operatimn. ?Ir)D('" is the ','uaI ion of it'; -in'i%itll tlIm (.upa!i!ity 

onlY 

o outltlcrtake li'les,(iu . ,:.tliin hI ill N u1u,.imul1 dulbing ri,,,ili u well 
"Tl.'irefolu. no Ioa, .33 Imi. there are Illi u.Lhil5 ll t hi,C-1,nuulWu y s;l1,,uld I11.

conutimioi t, Ic.c"uultitivu. 



3.3 ORGANIZATION AND ENGINEERING APPRAISAL 

3.3.1 General Comment 

NFDC was established in 1971 under the Ncpal Communication Corporation Act 1971
in the name of ROYAL NEPAL FILM CORPORATION. Located in Kathmandu. the NFDC' was set 
up to serve the government's objectives of producing feature films and documentariesof 
national an(] culture interest as well as commercial films of recreational values. 

The company has played an important role in facilitating the development and
promotion of the film industry in Nepal. It is the only institution in Nepal that offers acomprelensivearray of services pertaining to provision of technical expertise in the area
of film production, machine and equipment rental, theater nnd studio rental, filhn
processing that also includes editing and dubbing facilities, and sale of raw films. 

It demonstrated a capacity in 1991/92 to process a tot1l ()r s films only after 3 
months of commission of processing equipment. 

* Expected to process a minimum of 15 films in 1992/93. 

With significant investments in its processing laboratory, the organization is able 
to address all the processing needs of fhe filmit industry at the present tie. 

There is significant potential for increasing both processing capacity and 
productivity, but this will require furthei investments. 

It can be expanded to have a processing capacity of 40 filns a year once invstment 
in some essential equipment has been made. 

It has the capacity to provide on rental all the necessary machines (111(1 equipment 
required by producers wthile filming on location. 

It has assisted in developing the technical capability of a nuhrlur of intdivu'uals %vIo 
are now considered as experts in this industry. Though. it hals lost a number of
skilled technicians to the private sector. it still has access to an adequately skilled 
workforce for its administrative and operational requirements. 

Is able to provide ready access to raw materials and thei r storage to the producer 
Collri t nity 

* Enjoys the patroiiage of all the interest v roups in the film, inriust ry 

las a facility that could be developed into a film production studio for the benefit 
Of the filn producers. 

3.3.2 Land, Buildings and General Facilities 

NFDC occupies a site in the Balaju industrial area which is oll lease from tile
1Idustrial District Management Company Linmitecl (a 1007. government-omwned enterprise).
Katlmandu. The corporation recently renewed its lease for a fUrtler period of 20 years
that will exteni up to the year 2013. 

The Co0rp artit) has it head office in tlie -.ity of Ka thia nilum. Im,..ver. Lim. :a e will
be rctuirled Iback to) tile government Ibefore the salt' of the coim'pa y. I)ole to Ih(l vaca it 
space available in ite NFDC complex, the head office coul(d 1 ie w1,..1 there, t heitcl y
constolidlating all tile activities of tile compjany ilone Iplace. 

"ihereis it building locate.d t ,owardstie miu lie oif the i;i,.. :,ililItmill I' " CiI (if
20100 Sq feet) which house:; all tihe functin. :r, l friliti. of iliet. I '. Adjac,.n to tilieIudiilln--ad %\itltin the site.- i a land al e' (lbuilt upl) '.q.hel ) tha.1tarea-3.4i Ila'; h('1 
ea iiik tmtl fo tLit Colcttlctiot of t film stidh . "The strUctt, tal fo[i0tlti'. for this
Iropos Cd Ulit It--', r .ea l )l)c :U. I qd y in 
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3.3.3 Organization And Staffing 

3.3.3.a. Organization 

The general manager reports to a board of directors comprising government
officials from the ministries of finance and communication. The general manager acts asmember secretary of the board. All senior officials in-charge of the respective
departments report to the General Manager through a Deputy General Manager. 

NEFAL FILM DEVELOFI--ENI COR R AT ION
 
Organization Chlart
 

....... ...ua. .. . ...I 

.....
..........I ,,°,,. ... - a....i.d. m......l .......- .. . 

--LI~ ItqI 


Functionally, the organization is divided into 3 lepartments respoisible for
 
undiertaking all the required activities. The 3 departinents along with tlile sections under 
each are shown below: 
i.Business Service Coordination Division
 

The b usiness ser vice coordlination division comprises the fo~llo wing: 
i.a. Production Section
 
i.d. business Promotion Section
 

each re sown elowThe. businetss pronmotion] section is re.plv;ilbk- for tihe ove,; llI (IIII(Ition (ifr\FI)(",Nproductsand servicesoffered,and tie rouction
isdiidd itms tictientrespor timely
procersinngallh deveqienLor fics. 



ii. General Administration and Accounts Division 

'The General Administration and Accounts I)ivision comprises the following: 

ii.a. Procurement Section 
ii.b. Account and Stores Section 
iii.c. General Administration and Planning Section 

The procurementsection is responsiblc for the procurementof all the raw materials.
chemicals, machinery and film equipment required for developing NF)C's products arid
services offered. The accounts and stores section is responsible for ndmiiistering the
accounting systems, as well as storage of all the inventories of the organization. The
General Administration and Planning Section deals with all the administrative and future 
manpower planning related tasks. 

iii. Technical Division 

The Technical Division comprises the following: 

iii.a. Script Writing and Direction Section 
iii.b. Camera Section 
iii.c. Sound and Sound Studio Section 
iii.d. Processing Laboratory Section 
iii.e. Editing and Dubbing Section 

The Script Writing and Direction Section writes scripts for documenta ry films (used
to write scripts for feature films before this activity was stopped), assists producers and
others in script writing, identifies directors for undertaking the direction of films, and 
offers any other assistance related to these 2 function areas. The Camera Section provides 
camera equipment on rental as well cameramen to hell, producers in shoting of filmis. The 
Sound and Sound Studio section provides assistance. in the recording of sound and its 
synchronization with the picture as well as tiLnsler of sound to magnetic film. The
processing lalloratory undertakes the proces-ing of all negative films obtained from the 
)ro(lucCr after the completion of shtxuting on locatioln. The Editing and Dubbing Section 

is responsible for coordinating the recorded ilil-.t sound with the filn picture. 

3.3.3.b. Current Employee Levels 

The current employce lends in the commpany are: BFST AVAILABIE COPY 
MANPOWER GIADES AND NUMBERS 

P~OST G(RADEl NUMB PRES 
I EENT 

.... O N U N1fMB 

G ENERALIMANAGER S P1:ECIAL I I 
)I)ItTY GEN MANAIFR 0111 2 I 

I)EIARTM ENT'AI, III El 2 -' 
SENIOR OFFICER I111II S 
OFFICER -111 15 
()IFICER '1"11 12 
ASSISTANT 5"1ll 15 12 
ASSISTANT 1"'11 20 2 
ASSISTANT WI; 5 3 
ASS ISlAN' NI1 21 12 
\S.I S. 1*4\1 I S'! I6 
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The allocation of this manpower by department is as follows: 

DEPARTMENT/UNIT OFFICER NON-OFFICER TOTAL
LEVEL LEVEL 

GENERAL MANAGER 	 1 I
 
DEPUTY GENERAL MANAGER 1 1
 
INTERNAL AUDITOR I I
 
LEGAL ADVISOR 	 1 1 

Sub Total 	 4 
BUSINESS SERVICE COORDINATION 

a. Production 	 4 5 9 
b. Business Promotion 	 2 

Sub Total 11
 

GENERAL ADMINISTRATIVE AND
 
ACCOUNTS DIVISION
 

a. Procurement 	 I - I 
b. Accounts and Stores 	 1 7 8 
c. General Adni. & Planning 3 	 26 29 

Sub Total 38 

TECHNICAL DIVISION 

a. 	Script Writing & Direction 3 - 3
 
).Camera 4 3 7
 

c. Sound and Sound Studio 4 	 9 13 
d. Processing Laboratory 	 2 14 16 
e. Editing 	 2 5 7 

Sub Total 46 

GRAND TOTAL q0
... 	 rtiia inl
X-Thiilf1 lisTTip6e: W:i~l-[iT3ii~i&. rlill2ifibAiPf.iilidc..... 

3.3.3.c. Opportuiities for Improvement 

It is c)iiiclre(l tlat totalilanpro, t-anti horizc.( for NFI)C as it i. operated at present
is acceptabile. There are oppo rtu ni ties for (hccreasing some ieel)ie fnon the , rodlction 
unit of the bu:iiness coord i nation divis ion- due to little btsiness gc'nciated from this ullit 
presenitly- however. as docuicn ta ry produc.tion once again becotes iprofitable. ',ohi of 
the people may he utilized. Therefore, redunlillicie-i collid be verxy mi illr. T!,cre Ilay he 
a few non-officer staff redun odant il the Gener I Administi.atino and r-lanning diisjon.
htoweve r. o fthese Conlld he utilized elsew l.,, . ithl l a isiit ill suie.Y op rlat ions. 
T he tec h ical d ivision has anl adlCLI -t;L, ,m plovees. 1,W 1) l ,'­' 1lt dIcI or A I o f cu pioy 
comparedt o 120 thu. c.e officially saicticto d1,v(1t l i., tlodest for the size'by- vo'ertlnli'.1t 
llnd opeiation of \' I -('. 

i)c|)uri(Iitg on Llttic thl Wit o NII)(.: ;tfLet' it i'pi iv\atized. it tiav h t ict i ir,.;ieatrtttechnically, twu~tunlt staff it,tcit(.eI, , iicL : ti ; r"iisir howll(i nw 4e difficult w; (Ill­
i',ilte .oLtl ':.; at ti1Itv P ti W1t i W.'i iJ) \ jit i V'i\: t t' itttiot I';i' I ; :'". I I hie', ' ICr'ol,. 

BEST A"AILAAPLE Cf'r 

http:vo'ertlnli'.1t


3.3.4 NFDC: Production of Film 

Typically the process of film production- until the time it is released- involves the 
following steps: 

a. Preparation of script by the writer/producer
b. Approval of the script by relevant approving authority 
c. Acquisition of all the required material for film shooting by

the producer
d. Commencement and completion of shooting on location/studio 
e. Film processing (also involves editing and dubbing)
f. initial screening 
g. Approval from the relevant censor authority 
i.Film handed over to distributors 

i. Distribution of film to exhibition theaters by distributors 
j. Film Exhibition 

NFDC is involved in steps a,c,d,e, arid f of the entire rilm production process
described above. NFDC's capabilities and capacities for each of the steps is described 
below. 

Step a: Preparation of Script 

This function involves provision of assistance to producers, writers. etc.. in script
writing. This function does not involve any equipment or machinery hut entails manpower
expertise towards the writing of high quality scripts. Due to the change in focus of NFDC's 
line of business, and with the ceasing of film production activity, this area has not been 
of much significance. The prevailing staff of 2 personnel have been used occasionally on 
the script writing for a few documentary filns. 

Step c,d: Acquisition of all the required material for film shooting by the producer and 
cummuncement and completion of shooting on location/studio 

As part of its endeavors to promote the development of the film industry, NFPI()
piovides raw films to prod ucers who can procure these at confessional terms based on 
their ongoing needs. The total requirement of raw film indicated by the producer is 
procured by the NFDC and is kept in its storage facilities. This is then sold to the 
producer on a as-and-when needed basis. The corporation charges a nominal fee from the
prtliuce • for film ordered in advance hut procured in phasesand no fee if the pioducer
pays for all his requirement upfront. 

The total amount of raw material procured by NFIJC for 1992/)3is of end of June is 
shown belot: 

MATERIAL COST (IN VS) 

1. Raw Stock 40,22,793.22 

2. Chemical 3,64.263. 16 
3. ApparatLs 6,4{.1.5O 

2. (It lie is 2.40 
"i. Flq;\, O5 

° . ,.:;".3.* 1 I 
.SOUICl' IN DIrb I Uc..tl. "s 
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Tile total amount sold in 1992/93 as of end of June being thc following: 

MATERIAL (. F.CO;p:;} 

1. Paw Stock 55,01.4lq. 

2. Chemical 3,64.263.16 

3. Apparatus 6,484.50 

.Others 2,43,838.50 
TOTAL 61,21 085.27 

Over and above the inventory of raw materials available after the amount sold inthis year, an order for the supply of Rs.4,24,535.76worth of raw stock from Kodak arrived 
recently. 
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As part of its rental services offered to clients, NFDC assists producers inall theirmaterial requirements for shooting of films. The material, manpower, and equipment
available on rental basis from NFDC is as follows: 

EQUIPMENT RENTAL 

S.No Name of 

EquipmenL 


1. 35 mm camera & nagra equipment 

2. 16 min camera &-nagra equipment 

3. Lighting equipment (20-25 kiv) 

4. 35 mm camera 

5. 16 mm Atton camera 

6. Ari B.L. camera (16 1m) 

6. Camera Tripod,; 

7. Camera motor 

8. Light exposure meter 

9. Camera batteries 

10. Camera sto.)l set 

I. Mobile crab dolly 

10. Camera film magazine 

BEST AVAILA3LE Copy 

Number 

set 

set 

40-50 kv 
capacity 

3 

3 

1 


3- 35iniri 
3- 16 mm 

one for 
each 

calnel'a
 

one fo.)r 
each 

camera 

more than 
20 

30-40 

1 

13 

Rental 
(harges per day 

Rupees 

Offered in a 
package deal at 
the rate Rs1700 
if rented for a-week 

Offered ill a 
package (leal at 
(he rate Rsl700 
if rented for a 
week 

20-500 

750 

750 

"50
 

75-200 

100-150 

50-275 

50 

50 

300 

75-101 



S.N. 

1. 
2. 

3. 
4. 
5. 
6. 
7. 
8. 

9. 

10. 

S.N. 

1. 
2. 
3. 
4. 
5. 
6. 

S. 

STUDIO RIENTAL 

DESCRIPTION OF EQUIPMENT RATE 

Dubbing/shift 3000.00 
Projector rent with 
projectionist . 3000.00Feature films show 2500.00
Feature films other/reel 100.00
 
film show- mini theater 75.00

Censor/films 750.00 
Censor Nepali or other Ian. 675.00 
Audio recording
& mixing/hr 350.00 
Commentary &other 
recording/hr 250.00Nagra/day '100.00 

EDITING FACILITIES RENTAL 

DESCRIPTION RATE 

PER II.1UR PER SirF'r 

Srain wake 150 1000
Mobiyala 60 400
siki 16mm. 50 30Table 40 250
Negativc cut 16mi .to-500/teetNegative cut 35 mm 500-1000/feet
Care takur 150Eclipser 20 

BEST AV/AILABLE COPY
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'FCHINICAL EXPERTS 

S.N. DESCRIP'ION RATE/DAY 

I. Director 3002. Asst. Director 225
3. Camera man 2254. Asst. Camera man 1505. Sound controller 2256. Asst. Sound Controller 
7. Production Manager 

125 

8. Asst. Production Manager 
225 
125

9. Accountant 
10. Light man 

125 
100
11. Projectionist 8512. Asst. make-up man 8513. Asst. Dress man 85 

14. Light boy 85
15. Camera boy
16. Boom boy 

R5 
8517. Joiner 85

BS. Care Taker 15019. Editor 22520. Asst. Editor 125
21. Liaison Officer 225 

With regards to the rental services provided, a major part of tIhe equipment ownedby NFDC and provided to producers on rent is old and would need to be replaced as thelevel of sophistication increases in the industry. 

Studio rental and editing services provided by NFDC have. ben very much indemand and have been utilized to their capacity. lHowever, the equipment available forediting can only edit one film at a time, thereby leading to waiting periods for producers
that could become longer with incrr'nse in fill production. 

NFDC has a number of technical experts Ihat provide technical assistance in rillaspects of film production. Rates charged for their service have 1eer, deemed nominal hythe producers, and the level of expel tise providcdl has been highly '-atifactory. 

3.2.4.d. Film Processing (includes editing and dubbing) 

NFDC started its film processing facility only a year ago. The- film lroi..eq u il)iIIet had been lying in the preimiscs for quite a while un til the timc' the presentmanagement decided to assemble these for performing t he proce:ssin,y f.nction. 
The processing service carried out by the NFI)C compris5. (f the followi n:- stelv. 

ah~ng with the major types of equipmeent us.,d for each stel). (v,r :a detailed li't orequipments and mlachines useI by NI ', pleipe r (fero t lie apllrli,e; at Ile end of (hi..
rllmmo ra 11du ill.) 

Broadly theri are 2 side:: to the fil pre.' iv.runctii. "rh,..,e ;.,..:a) the film W 1and the b)sound side. Both thew, funl' ions ae carr.'l noulimdeq,...lW".r hut are I'rieflycombined at the rush print a.smnmbling stage. be. omiug independent tl.r, eafter until Iliehtiugwhlle I rocu S,.irgoF tK' Ipsitiv. PI' I ,r.' iedli. W'ut. 

' PEST A"AJ LAP. C'" 
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i..Film Side 

The steps carried out as part of this side of processingalong with major equipment 
and facilities used is as follows: 

STEPS 

FILM SIDE 

1. Shooting 
-exposure of negative films 

2. Negative Film Processing 

3. Selection of OK 'rake and joining of 
film 

4. Making of Rush Print with Side 

Number 


5. Processing of Rush Print 

6. Assembling rush princ with 35 mm 
sound transferred from the SOUND SIDE 
(happens in conjunction with step 2 of 
sound side) 

7. Editing 

S. Matching Dub Sound with Picture 

9. l'roducing Track Music and Sound 

10. Negative Cutting Process 

11. (olou r Analyzing 

MANIIPAND 
EQUIPMENT USED 

Producer's equipment or equipment
 
rented from NFDC
 

Type- ECN Plant
 
Make- U.S.A.
 

Only a negative sorting room required 

Type- ILMC Peterson for contact printing 
Make- U.S.A. 
Type- Seiki machine for 16-35mm blow­
up printing
 
Make- Japan
 

Type- Black/White proce,sor 
Make- U.S.A. 

type- Editing table and sound reader 

"vpe-Steenbeck Machine with monitor or 
Movolia and table are used 
Make- Germany 

Type- Steenbeck Machin with monitor 
or Movolia and table are used 
Make- Germany 

Type- Steenbeck hachinc with monitor 
or Movolia and table are used
Make- Germany 

Type- Negative cutting room, splicer an(d
cement are used 

pe-
usc(! with Jitonitor 
Make- U.S.A. 

*r I Itzeltine I,...B. . 00011 analys(-r 
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MAKWI_5TDEP5 INriiLLm Kr (6 

-SOUNDFILM SIDE SIDE 

SHO3TI'N5T RECCRD IVILOT SWVJ SY14CRO14SE -mPCTURE

TO EXMSE NEGATIVE FILMS ~ TOA PA PLRErOR 4C TAL t 0#fTDL 'r"P E
 

OQOCESSINOC OF NEGATIVE FI1LM TRJSF~FO IOSL4DT 5__46FuECN PLANTCu.tA41SUD fNswR TA RACAE N sseLA JM 

TO SELECT OK TAKE AND TO011J
 
NECXflVE SORTINJG RoOM4
 

TO M1AKE RUSH PRN wrr4 SIDE NUMBER
 
rPE mRo.J FoitCONTA CT 'RJWTIN& ANt, 7A FARE WZKf
 

6LACK/W6JIfTE VRoCEZcRm (U.5-A.) 

ASSEM5LE. RUSIIPRINT WITH 35-.. SOUND 
E.DflMN -TABLE AIJD SOUMD &ZEADEP. MW~ V$3W .i.qV 

l N EA 
T 

N TOR M O V LIA PADT,TA LE P L US $ED L Y r F ON b I I N& EA -TUE 

1= AKE A=TCK music PNINr SOUND ~ Tm RECORPDI1J1r~ IO~Rf . MO'VLIA Aid) MUSIC/EFFECTSTrAsL AtM ty5rW 'rSSAIG. 

-M CUT "THE N'EGATIVE .M~I4.NEG-CATIVE UFTTN& IWM.5S-LICEcft ANDCZI4E.I4A USQt)AVIL uSN 
ERCRIG~4AIE. ECP 

ANALYSING COLOUR 
ZELTII4E R&D%.3o. U 

-M -TRANSFERt MA& FILM r oOw1CAL ouALY5ER
4 ~tWrI4NroltiLuED O~n cAL CA0EKA is FNOVAVILAR IS81WaM^0L9Jb SYSAI4 

-TO MAKE A PRINT W..'ITH OPITICAL soulDal u 

IJQ Ms1IK LI Nulb 6Ar13IS NCT, .
 

Ittil lEA.umIf--coN-T RIT Nr LVIN'lT 

PROCESSINC, OFP oStIVE 
P PLAN-V (U-SA) IS USED 

SCREENING To PELEASE 

*
 



L1. Sound Side 

The steps carried out as part of this side of processingalong with major equipment
and(1 facilities used is as follows: 

STEPS 
 MAJOR MACHINES AND 
EQUIPMENT .USED

1. Recording Pilot Sound and Type- NAGRA tape recorderor crystal

Synchronizing with Picture 
 control tape recorder 
2. Transfer of OK Pilot Sound to 35mm Type- NAGRA tape recorderand dubberMagnetic Film on the FILM SIDE are used
(happens in conjunction with step 6 of 
film side) 
3. Dubbing, Pre-Mixing Type- Digital rock & roll system in 

dubbing theater 
4. Mixing/Re-recording Type- Dubbing Theater 
5. Transfer of Magnetic Film to Optical Undertaken in India due to non-

Sound 
 availability of optical camera 

iii. Combination Step 

After the completion of steps II and 5 in the soind and film side, the 2 functions are
merged and the steps carried out before the film 
 is ready for screening are as follows: 

STEPS MAJOR MACIINES AND 
EQUIPMENT USED 

12. Print Making with Optica' Type- I,MC: Peterson used for 16/35mmSound contact print and Seit i printer with 
liquid gate is used for 16 to 35inni blow 
tip priut 
Make- U.S.,. &Japan 

13. ProCsing of Positive Film Type- ECP plant is used
Make- U.S.A. 

3.2.5 Comments on Production and other Areas or Importance for NF)C 
3.2.5.a. Script Preparation BEST AV.ILA LE COPY 

This particular function of NFDC: has been ignored for over a year. especially afterthe loss of revenues from this line of business. Inithe last one year. the: processilig partof the business took precedence over all other activities, and thc'reforre, not enoughattention was paid to this lines of business. Scr'ipt writing for dcurmientarv filus andhelping in their direction offers a lot of potential for NF[)C. The organi:,ntion is M !,ngerforced to piroduce documentaric.sard/or films tha! ati. not financially fea si hle. I la,-i11(m,
been tI n in g (low requests from government offices for assistin in hii f.inction otvigto iiLji-IytieiitL of i evenlues ownel to the cor,or:rlioii & rion-viahilityv of these films. 

NFIX) is ;it preent working oil 2 docuimentn r fil ir-- one for the Mtiiist ry of 1Tu risinand the oLlier for an Atustriar gionp- that are pi ofitnlble ven tu res n. arec'-i.'ly to earniisignificant revenues for t li ofga rii71tim . l)u. to it . re p tathi ns n pioneer in fillimaking. NIl )Cstill attiacts a lot of interiest from g,,,:e iirnierit offices :,rl I'ri -'nis.y:or filrfilt,, IlWlu Ictionl. With a littlh WO: ac res ;iV,, Ill I Iketin,,. ari d [io iv,.';ti.nt. I i' c''a1 panCoUld l si/ale rivclinc:, fi10lius11 IliS line Of li''inc,. 
v 
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3.2.5.b Acquisition of all the required matei ial, equipment and CXp:rtise for film 
prod uction 

Equipment provided by NFDC on rental basis has been a si7able revenue earner.however, tile NFDC needs to invest some capital to increase and improve the quantity and
quality of equipment provided to producers. With the addition of this equipment, NFDC
could successfully market itself as a comprehensive provider of all the needs of the 
producers once they decide to begin shooting for a film. Producers pi efer to acquire all
their material and equipment from one single source rather than a series of vendors. 

Even though some of the rental equipment is old, it is still good enough for theprevailing needs of the producers. An extra amount of investment needs to be made in
procuring more lighting equipment, as this would help NFDC meet present demand. AboutRs 3,00,000 were spent last year on maintenance and lighting equipment; investment of a
similar amount would satisfy total demand. 

With regards to providing technical expertise to the producers, revenues :xrue(dthrough this activity have also begun to fall drastically. There is enough expertise in theprivate sector that can provide this kind of service, therefore, concent ration on t his line
of activity should be minimum at best. 

3.2.5.c. Film Processing 

This area will be the most significant revenue earner for NFD' in the coming years.Wiih commissioning of processing machines arid equipment still being completed, NFDCshould be able to process 15 films in 1992/93. With a fully operational processing unit. the
organization should be able to process more thani 40 Films a year by 196awith the presentequipment. However, there is certain equipment that is still needed to cater to( he growing
deniamd for processing, as well as offer comlplet(e prIcessing facilities in Nepal. thereby
elimentaly domninatingthe need of sending films to India. For example. producers have to 
go to India to transfer a magnctic film to optical ' ound as the optical camera required forthis purpose is not available in Nepal. This step in film processing ctm,.. towards the fag
end, anId therefore precludes NFD(? from providing the producer with i n fully processed
film ready for sci euning and release. 
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The pr'ivate Sector couI( stand to gain I TemendouSly if it gra(uallv moves to installthe following to facilitate the processing function. 

S.No DEFICIENCY REQUIRED ESTIMATED ORDER OF 
EQUIPMENT COST 	 PRIORITY(Rupee.s) 

1. Only one driving motor Need for a LMC Important as 3(out of 2) operational to 4100 machines now 
run 2 LMC Peterson card/diskette dependent oncontact printing to set the other 1,00,000 one motor 
machines-- for making motor
 
16&5mm contact films- operational

and the analyser
 

Difficulty in meeting Need for an 15,00,000 Not a veryincreased demand for another editing 	 importantediting services with machine 	
to 

25,00,000 for priority but toonly one editing machine preferably of a good be sourced in 
Steenbeck type second hand the coining

machine 	 year 
3. Inability to transfer Need for an 15,00,000 	 If tile time andmagnetic film to Optical optical camera to money investedsound 25,00,000 	 in getting the 

for a same (lone in 
reliable India outweigh
second hand the costs of the 
one 	 equipment in 

the next few 
years, then it 
would be 
advisable if 
one is 
purchased for 
the benefit of 
the industry 

4. Inability to commission Need for a Crucial toa/c plant and also take power 	 4,00,000 protect
precaution against transforme r to expensive
power fluctuations that 5,00,00 equipment from are common getting

damaged 

3.2.6 Conclusion 

NFDC presents a very attractive proposition for investment. It provides acomprehensive 	range of products and services to cate'r to the entire needs of the filmiIdustry. It guarantees the supply of raw miaterial.- at affordable price'.- and equipmentrequire(] for film production. It also provides comlplete facilities for processing. editingand dubbl~ing of films. It has th2 capability to iprodluce' 16m1m as well a-4.m film along wit hblotv up prtinting facilities if n1eded. It does ntt Iw 'e the capri'ity to transfer magrncticfilm to optical sound at the pr'sent time. howelv r, Ihi! service coil d hu acquired as theotganization begins to earn mmi. l'VeImJU's thri-ough in(creased bu.siWss. 

With a sizable Wol'kfomcc that is techniarllv q mliFied, and %\i'l':IC'Cl'pta ilit v f it-­pmtutl uct,; and services among it: clients, N C .: i Iw ve*y pm, iLou1l a bl,., and €'ffective()I(.' tioi ll ill I lile fUtu re. It i lo( ml t ri )tit( I' 'lI( lo I i(- Im Jv totlilt.' (I'w.'l(VI)ITmem~t Of Ihl filmiltidurtl ill N, p'Mal Und1LIta c,.mmInmluicat Oll.; i',li., Ilml fulIly r'cIln l 1a, Owt 11of this11h'..P 
vital inlu , Irt 10 

SBFSTA\/A ILAII Cr"" 	 16' 7 



3.4 FINANCIAl, INFORMATION 

ilistorical Trading Results 

The Company's trading results before tax for Lh,: four years ended 15 July 1992 are
sunmarized below. The results and the balance sheet figures shown below are taken fromthe audited accounts for the 1989, 1990 and 1991 years and provisional and unaudited 
accounts for the years 1992. Provisional Accounts for the period ending 10 months i.e. 13May 1993 are also shown in the summary. The figures in the schedules are in NRS 000 s'. 

1989 1990 1991 1992 1993 

Sales 
Gross profit 

2,851 
11998 

7,056 
5,202 

5,029 
3,371 

25_ 
1,228 

845 
696 

Depreciation 
Other Overhead 

1,007 1,108 1,389 1,300 998 

and Expenses 
Sub-Total: 

2,785 
3,792 

2,540 
3,648 

3,586 
4,975 

4,L66 
5,966 

,030 
4,028 

Operating
profit (Loss)
Misc.Incotne 
Non-operating
Expenses 

(1,794) 
99 

(12) 

1,554 
146 

(8) 

(1,604) 
186 

-

(4,738) 
16 

-

(1,107) 
17 

Profit(Loss)
Before Interest 
Interest Expense 
Profit(Loss)
after Interest 

(1.107) 

(1,707) 

(1,692) 
-. 

1,692 

(1,418) 

(1,418) 

(4.722) 

(4,722) 

(3,315) 

(3,315) 

Balance Sheel 

The Company's balance sheet position is summarized below. 
Soures of Funds 1989 1990 1991 1992 1993 

CA pital 55,423 57.423 60,000 60.000 60,000 

Reserves & Surplus (12,154) (!1.285) (12,715) (17,570) (20,884) 

11 G/N lInvestment - 3,869 3,869 7,201 

Total 42,678 46,138 S1,154 46,299 46,317 

Application of Funds 

Fixed Asset.s 28.001 29,648 31.931 32,SI6 32,927 

Less Depreciation 13,435 14,537 15,847 17.170 i .!(,8 

Net Fixed Assets 14,566 15,11 . 16,084 15.416 14,75q 

Capital work in progre.s 266 593 205 19O09 

Current AssetF 3,029 31,Q74 33,291 35,s0 43,125 

Le.s CurrentLinhililies (2,683) (1,540) (3,426) (5.116) ( I1,761) 

TOTA .: 42,678 46,13R 51,I$4 46,299 4(.,317 

RfI..­



As a result of an appraisal of vehicles and equipment,the valuation of land and buildingsand a review of other major balance sheet items the Advisors consider that a number of
adjustments are required to more accurately reflect the value of assets employed by tile
Company. The following table and notes show the value and general nature of the 
adjustments. 

At 13 May Adjusted
 
Sources of Funds 1993 Adjustments Note Position
 

Capital 60,000 
 (1) 60,000
 
Reserves &Surplus (20,884) 
 (17,806)
 

IMG/N Investment 7,201 ­ 7,201
 

Total 46,317 3,078 49,395
 

Application of Funds
 

Fixed Assets (net of 14,759 9,437 
 (2) 24,196
depreciation )
 
Capital work in 199 
 199 
progress
 

Current Assets 46,125 (1,722) (3) 41,403
 
Less Current Liabilities (11,766) (4,637) 
 (4) (16,403) 

TOTAL 46,317 3,078 49,395 

Notes 
(1) 	 Reserves and Surplus Adjustment of R. 3,078 is the surplus amount of

various adjustments effected in the assets and liabilities of the Company. 

(2) 	 Fixed Assets: (a) Adjustment of P. 9.437 represents the increase in the
existing use value of the assetsof the Company as per the valuation reports: 

Lab Building has been revalued to its market value at R. 9,533. Plant,
Machinery Vehicles, &other Equipment have been revalued to their existinguse value, R. 9,922. Land and Office building have been taken at book value. 
of R. 665 since the corporation does not own its laud in plaza, IIMG does not 
intend 	to sell the office building. 

(b) The corporation has adopted an accounting policy of capitalizing films k
documentaries produced in fixed assets and depreciating at 10 %per annum. 
Only those features films which have some commercial value have been
carried forward at book value. Cost of all documentaries has also been
carried forward at book value. 

(3) Current Assets: Adjustment of R. 1,722 is the aggregate of the following: 
Rs. 

-	 unrecoveralle staff loans & Advances C 8 
-	 bad/doubtful debts as per auditors report 1304 
- obsolete stock items as stat,'d hy Management 320 

I,72, 

-2­

1 Sq 



(4) Current LiabiliLi ,s: 
adjustments: 

Increase in current liabilities, represents following 

Estimated amount of gratuity not 

provided in the accounts 

Rs.. 

4,637 

4,637 

-3..
 



I Apijendlix 

CONFIDENTIALITY AGREEMENT 

Private and confidential 

To: 	 His Majesty's Government of Nepal

Ministry of Finance
 
Kathmandu
 

And To Nepal Film Development Corporation (NFDC) 
In considerationof your agreeing to provide us with the Information Memorandum(s) dated-, 1993 relating to the sale of HMGN's Shares in NFDC we hereby agree to as follows:
I. We have read and acknowledges the disclaimer forming part of the IntroductionSection in the Information Memorandum(s). 
2. 
 We will hold and keep strictly confidential all information, statem%-nts, opinions.
projections, forecasts and other matters of whatsoever nature ("the Contents")contained in the Information Memorandum(s) or otherwise provided to us in respectof the Proposals, except insofar as the same may be or become information in thepublic domain, and we will only use the Contelnts and other information as necessaryto consider the Proposal. 
3. If it is necessary to make any such disclosure to any employee or third party, wewill prior to making such disclosure procure that such employee orunconditionally agrees to be bound by the terms of this letter. We agree that we areand will be responsible for all the acts and omissions of such persons insofar as 

third party 

they relate to or affect any matter with which this letter 	or the InformationMemorandum is concerned, or may do so. 
4. On completion of the sale process, we will return the Information Memorandum, anycopicz thereof or of any parts thereof and any papers containing extracts from thesame or based upon the Contents, in such case within our possession or dispositionto you 	promptly upon your request, but in such case we recognize that we will beentitled to a refund of 90 %of the charge levied for provision of the Memorandum.

5. We will do and take all lawful things and actions as you may request to procure thatthe undertakings set out in this letter are fully and properly complied with andperformed at all times. 

6. We agree that the undertakings set out above will continue in full force and effectnotwithstanding any omission, event 	and/or matter, except with respect to anyinterest we purchase. 
As a separate and independent undertaking we will indemnify Ilis Majesty Government ofNepal, NFDC and their respective officers, employees, advisors andloss, cost, claim, damage, expense, liability, proceeding or demand 

agents against ary
respectiveofficers employees or agents may incur of suffer in consequerceof any breachon our part, or on 

which 	they or their 
the part of any persons for whom 	 we are responsible, of theundertakings herein contained, and that we unconditionally consent 1o submit to the non­exclusive jurisdiction of the courts of Nepal. 

Your-faithfully 

Name 

Company 
. 

Date 

Position.. 



Appendix 2 

Form of Bid 

PRIVATIZATION OF MANUFACTURING PUBLIC ENTERPRISES
 

HIS MAJESTY'S GOVEIRNMENT OF NEPAL
 

BID FORM IN RESPECT OF THE BUSINESS OF
 

NEPAL FILM DEVELOPMENT CORPORATION
 

To: 	 His lajesty's Government of Nepal 
Ministry of Finance 
Corporation Coordination Division, 
Privatization Unit, Kathmandu, Nepal 

1. 	 This bid is submitted pursuant to the invitation by His Majesty's Government of
Nepal (HMGN) for offers to purchase 100 %of the Shares in Nepal Film Development
Corporation Limited ("Company") in accordance with the provisions of the 
information memorandum dated 1993. 

2. 	 The full names and the addresses of the bidder ("Bidder") is: 

Name : 

Address : 

3. 	 The full names and addresses of the shareholders and the directors of the Bidder 
(if a coiipany) are as follows: 

4. The Bidder confirms that it is acting as : 

*(a) principal for its own account;or 
* (b) agent for the following principal(s) 

5. 

* [delete as in apjplicable] 

The value which the Bidder ascribes to the Sh-ares is Nrs I . 



6. The Bidder does not have any unresolved questions in relation to the 
purchase of the Shares. or 

The Bidder has the following unresolved issues in relation to the purchase 
of the Shares. 

* [delete as inapplicable] 

7. 	 Set out in the schedule to this form are the following: 

(a) A brief outline of the Bidder's plans for the Company, proposals in relation 
to estimated redundancy numbers, employee welfare, further capital
investment in the Business, introduction of technical expertise, improvement
of management and employee skills, development of the quality and quantity
of services provides, promotion of Nepalese Arts and Culture and Proposed
local shareholding (refer 2.5 of the Information Memorandum). 

(c) 	 Details of the commercial experienceof the Bidder. 

(d) 	 The advantages/benefits to the economy and development of Nepal which the
Bidder considers will accrue as a result of its acquisition of the Shares. 

(e) 	 Any amendments proposed by the Bidder to the draft form of agreement for 
sale and purchase set out in the information memorandum. 

(f) 	 Any special conditions attaching to the hid. 

8. 	 The Bidder proposes to finance the purchaseof the Shares in the following manner. 

The Bidder confirms that it can complete the purchas, in accordance with tile 
timetable set out in tile information memorandum. 



9. The Bidder : (a) acknowledges that neither IlMGN nor the Company will have anyobligation to the Bidder (except as to return of 90 %of the fee paid for theInformation Memorandum) nor will the Bidder have any obligation to HMGN or theCompany until IIMGN and the Bidder have signed a written agreement for sale andpurchase in respect of the Shares. (b) acknowledges that it is bound by theprovisions of the information memorandum in relation to the sale process,
confidentiality and disclaimer of responsibility. 

10. The Bidder offers the following as referees in respect of the business skills.integrity and financial standing of the Bidder: 

DATE: 1993 

SIGNED BY OR 
ON BEHALF OF BIDDER: 

Name and position held 

Note: The Bidder must set out in a separateschedule the matters referred to in paragraph
7 of this form. 
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His Majesty's Government of Nepal 

(IIMGN) 

(Purchaser) 

(Guarantor) 

AGREEMENT FOR SALE AND PURCHASE
 
OF 100 % OF UIE SHARES
 

IN NEPAL FILM DEVELIOPM.NT CORPO1RATION
 

http:DEVELIOPM.NT
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AGREEMENT dated the 
 day of 	 1993
 

PARTIES
 
1. 	 His Majesty's Government of Nepal ("HMGN")

2. 	 [ ] ("the Purchaser")

3. 	 [ ] ("the Guarantor")
 

INTRODUCTION
 

A. 
 HMGN owns or controls 100 % of the Shares ("Shares") in Balaju

Textile Industry Limited a Company registered under the
 
Company Act 1964.
 

B. 	 HMGN has agreed to sell and the Purchaser has agreed to

purchase the Shares on the terms and conditions contained in
 
this agreement.
 

C. 	 The Guarantor has agreed to guarantee the obligations of the
 
Purchaser under this agreement.
 

AGREEMENT
 

I. 	 INTERPRETATION
 

1.1 	 In this agreement, unless the context otherwise requires:
 

"Advisors" means INTRADOS International Management Group/

International Privatization Group (IPG), Washington, D.C.,

Sanli Pastore & Hill, business valuers, Los Angeles, Anup Raj
Sharma, Legal Advisor, Nepal and Devendra Shrestha 
 &

Associates, registered valuers of Nepal.
 

"Completion" means completion of the sale and purchase of the

Shares in accordance with clause 5.2 or, as 
the context may

require, the point in time at which such completion takes
 
place.
 

"Completion Date" means _ __ 1993 or such other date as 
the Vendor and the Purchaser may agree. 

1.2 	 In this agreement, unless the context otherwise requires:
 

a) Words importing one gender include the other gender;

b) The singular includes the plural and vice versa;

c) References to a month or a year 
are 	references to a
 

calendar month or year, as the case may be.
 

1.3 	 In this agreement:
 

(a) 	A reference to the HMGN, the Guarantor or the Purchaser
 
is a reference also 
to their respective executors,
 
administrators or successors.
 

(b) 
A reference to a "person" includes an individual, firm,
company, corporation or unincorporated body of persons, 
or any state or government or any agency thereof ( in 
each case, whether or not having separate legal
personality) and a reference to a "company" includes a
 
person.
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(c) 	 Headings are for convenienceonly and shall not affect interpretation; 

(d) 	 References to sections, clauses and schedules are references to sections,
clauses and schedules of this agreement unless specifically stated otherwise. 

2. 	 SALE AND PURCHASE OF THE SHARES 

2.1 IMGN agrees to sell and the Purchaser agrees to purchase the Shares at tile price
specified, and upon the other terms and conditions in this agreement. 

3. 	 PURCHASE PRICE 

3.1 	 The purchase price for the Shares shall be an aggregate amount of NR 

4. 	 PAYMENT 

4.1 	 The Purchaser shall pay the purchase price for the Shares in the following manner: 

(a) 	 By a deposit of Nrs.[ I upon the execution of this Agreement. 

(b) 	 The balance of the purchase price shall be paid in cash on the Completion 
Date. 

4.2 If from any cause whatever (excluding the default of ItMGN under, or failure by theIIMG14 to comply with, any provision of this agreement) any portion of the purchaseprice for the Shares is not paid on the due date, the Purchaser shall pay to HMGNinterest and surchargeat the rate of 25% per annum on the portion of the purchase
price so unpaid, such interest to be payable from tLe due date for payment untilactual payment thereof but this stipulation is without prejudice to any of tIMGN's
rights or remedies under this agreement. 

5. 	 COMPLETION 

5.1 	 (ompletior of the sale and purchaseof the Shares shall take place not later than 12noon on the Completion Date at the offices of the Ministry of Finance, Bagh Durbar 
Kathmandu. 

5.2 	 At Completion; 

(a) 	 Title to the Shares and possessionof the Shares shall be given by HMGN and 
NFDC accepted by the Purchaser; 

(b) 	 IlMGN shall ensure that the [ I Directors which it has appointed to the 
Board of Directors of NFDC shall resign. 

(c) 	 IIMGN shall leliver to the Purchaser: 

(i) 	 A nemorandum of transfer of the Shares; 

(ii) 	 All other documents and things reasonably necessary to transfer tothe Purchaser full and unencumbiered title to and possession of the 
Shares. 

All such documents referred to in clauses 5.2 (c) (i) and (ii) to be prepared
by the Pu i chaser amid submitted to t lie Vendor in sufficien t time prior to the 
Completion Date to enable execution hy IIMGN. 



(d) The Purchaser shall pay or satisfy the purchase price for the Shares in the 

manner specified in clause 4.1. 

6. 	 INFORMATION ETC 

6.1 	 In the period prior to Completion, FIMGN anrd NFDC shall provide the Purchaser andits duly authorized representatives with access during the NFDC's normaloperating
hours to the Business Records and the Business Premises to enable the Purchaser 
to familiarize itself with the affairs of the Company. 

7. 	 WARRANTIES AND UNDERTAKINGS 

7.1 	 In considerationof the Purchaser entering into this agreement, HMGN warrants that
the Shares are not now, nor will on Completion be subject to any option, mortgage,
charge, lien, encumbrance, security interest or other adverse interest of any
nature whatsoever. 

7.2 	 The Purchaser acknowledges that it is entering into this agreement, and agreeingto purchase the Shares pursuant to this agreement, solely in reliance on its ownjudgment and inspection of the NFDC Business and assets and not in reliance on anystatements, warranties or representations made to the Purchaser or to any other person by or on behalf of HMGN and, save for clause 7.1, all express or implied orother 	 representations and warranties are hereby expressly excluded to themaximum extent permitted by law. Without limiting the foregoing, the Purchaser
acknowledges that (save as is expressed in clause 7.1): 

(a) 	 none of HMGN, the Advisors, NFDC or any person or. behalfofany of them has
made, or is making, any representation or warranty, express or implied, asto the accuracy or completeness of, or otherwise in relation to., the
Evaluation Material; 

(b) 	 none of IIMGN, the Advisors, NFDC or any person on behalf of any of them hasgiven, or will give, any representation or warranty as to the future 
prospects of the business of NFDC; 

(c) 	 none of FlMGN, the Advisors, NFDC or any of their respective officers,
directors, employees, shareholders, affiliates or agents has any liability to
the Purchaser, or to any other person, resulting from the use of any
Evaluation Material by the Purchaser; 

(d) 
 neither the provision of any Evaluation Material, nor the entry by the
Vendor into this agreement constitutes any representation, warranty orundertaking (express or implied) that the Evaluation Material was isor
corrector that there has been no change in the bjusiness, affairs or financialstate 	of NFDC either before or after the date of the provision of theEvaluation Material to-the Purchaser or its agents or advisors; 

(e) 	 the Purchaser has made its own enquih ies and satisfied itself (after taking
all such independent advice as it has considered necessary or desirable) asto all matters which are relevant (whether'material or miol) to its decision to
enter into, and perform its obligations under, this agrcement. 

For the purposes of this clause 7.3 the expression "Evaltiation Material" meams allinformation (whether written or oral and held in any mediumn)i statements,
projections, records, Valuatiols. appraisals, forecasts. estimates al(l opinions
relating directly to the business and th. assets of NFDC or t hr. employees of the 
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Business and provided by IIMGN or any department of HMGN. the Advisors. NF.)C or any of their respective officers, directors, employees, shareholders, affiliates, 
agents or advisors. 

8. 	 EMPLOYEES 

8.1 	 The Purchaser shall ensure that NFDC shall continue to employ such of theemployees of the Vendor as are engaged in NFDC on the Completion Date as desire 
to continue employment with NFDC on terms and conditions no less favorable
(including terms relating to Provident fund, leave compensationand gratuity) thanthose at present enjoyed by such employees, but subject to the provisions of clause 
8.2. 

8.2 	 (Notes 

1. 	 This clause will contain provisions relating to entitlements of employees who 
remain in the employment of NFDC. 

2. 	 The specific entitlements will be negotiated with the successful bidder and 
inserted in the final agreement. 

3. 	 HMGN's present intention is that redundancy costs will be met by NFDC, that
IIMGN will accept responsibility for agreeing any redundancy package with
employees and that NFDC will retain liability for payment to employees of
accrued gratuity and leave compensation at Completion Date). 

9. 	 RIGHTS OF VENDOR 

9.1 	 If the Purchaser defaults in the performance of any of its obligations under this 
agreement then IIMGN may, after giving to the Purchaser 3 (lays' notice in writing
of such default requiring the Purchaser to remedy the same and such default nothaving been remedied within that period, exercise all or any of the following,
without prejudice to any other rights, powers, authorities or remedies which the 
Vendor may have: 

a) 	 Cancel this agreement and in t hat event any moneys paid by way of deposit
or installments of purchase price shall be absolutely forfeited to the Vendor; 

b) 	 Re-sell the Shares either by public auction or private contract For cash or 
on credit, and upon such other terms and conditions as ItMGN may think 
proper, with power to vary any contract for sale, huy in at any auction and
re-sell, and any deficiency in price which may result and all expenses in
attending , resale or attempted resale shall be made good by the Purchaser
arid shall be recoverable by IIMGN as liquidated damages, the Purchaser
receiving credit for any payments made in reduction or the purchase price
but any increase in price on resale after deduction of expenses heloliging to 
11MGN; 

c) 	 Sue the Purchaser for specific performance. 

10. 	 ANNOUNCEM ENTS 

10. 1 	 Except as nmay he required by law the Purchasershall riot make- an" anrounemen Is or disclosures as to the subject matter or any of the terms of tiis agreement except
in such form and manner, and at such time, as may be ap.iov-d hy IIMGN. 
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11. 	 NOTICES 

11.1 	 If any party wishes to give to or serve on another party any notice, claim, demand 
or other communication (a "notice") under or in connection wit h this agreement, thenotice shall be sufficiently given or served (but without prejudice to any other
mode or service) if addressed to that party and delivered to tile address of that 
party stated below. 

The Vendor and IIMGN: 	 His Majesty's Government of Nepal
Ministry of Finance, Privatization Unit, 
Kathmandu, Nepal 

The Purchaser and the Guarantor: 

12. 	 NO WAIVER 

12.1 	 No waiver of any breach, or failure to enforce any provision, of this agreement at 
any time by any party shall in any way affect, limit or waive the right of such party
thereafter to enforce and compel strict compliance with the provisions of this 
agreement. 

13. 	 COSTS 

13.1 	 The parties shall each bear their own costs and expenses incurred in connection
with the preparation and implementation of this agreement. Any fees taxes or stamp
duty payable of transfer of the shares shall be borne by the purchaser. 

14. 	 GUARANTEE 

14.) 	 The Guarantor unconditionally and irrevocably guarantees to hlM', the due andpunctual payment by the Purchaser of all moneys from time to time payable by the
Purchaserunder this agreementand the due, punctual and proper performanceand
observance by the Purchaser of all its other obligations under this agreement. 

14.2 	 The liability of the Guarantor under this guarantee shall constitute a principalobligation of the Guarantor and such liability shall not be relieved or in any way
affected in a manner prejudicial to JIMGN by any granting of time, waiver or
forbearance to sue by HMGN or by any other act, omission, matter, circumstanceor
law whereby the Guarantor as a surety only would but for the provisions of this
clause have been released from liability hereunder. 

15. 	 GOVERNING LAW 

15.1 	 This agreement shall be governed by, an( construed in accordaice with, the laws 
of Nepal. 

15.2 	 The Purchaser submits to the non-exclusive jurisdiction of the courts of Nepal in 
respect of all matters arising out of this agreement. 
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EXECUTION BY THE PARTIES 

Signed for and on behalf of IIMGN 

Signed by or on behalf of the Purchaser 

Signed by the Guarantor in the 
presence of 

(Na ie) 

(Name) 

(-P osIiio11) 

(Position) 

Signatureof Witness 

Occupation 

Address 

BEST AVAILABLE Copy 

'°0 



--------------------------- ------------

Appendix 4 

OMPANY: NEPAL FILM DEVELOPMENTCRPORATION 
BALANCE SHEET
 

Schedule 198/89 1989/90 1990/91 199192 1992/93 

I 	 SOURCES OF FUNDS 
(!)Share holds fund 

(a) Capital I 	 5542189 57422.89 60000.00 60 .60 
(b)Reserves and Surplus 	 2 -127441.86 -11284.96 -12714,5 -175696 -2004.0 

(2) 	LOANFUNDS 
(a) Secured Lnns 	 0.00 0.00 0.00 0.00 0.0 
(b)Unsecured Lons 0 0.00 0.00 O . 0.00 

(3) Other fund (HUGHInvestment) 	 0.R 0.00 3868.89 3868.89 72nl.00 

TOTAL. 42678.03 46137.93 51154.04 46299.33 4617.00 

APPLICATION OF FUNDS 

(1)FIXED ASSETS 
(a)Gross Block Value 	 28000.76 29648.32 3IQ31. 47 32586.37 32921.00 
(b)Less: Depriciation 	 13435.66 1431.92 17169.3915847.64 18168.00 

(c)Net Block 	 14565.10 15110.40 16083S) 15416.98 14759.00 

(d)Capital work inprogress 	 266.4 593.12 204.83 189.93199.00 

(2)CURRENT ANDASSETS LOANSADVANCES 30529.42 31974.23 38291.00 3.808.,39 43125.00 

(a) Inventories 	 3 2498,58 103.09 2363.36 2518.46 46 6.00 
(b)Sundry Debtors 	 , 508.03 4615.04 29q3.16317.51 3215.95 
(c) Cash and Bank Balance 	 5 262.6 1583.01.800.71 )406.3 2R79.00 
(d)Other Current Assets 	 6 202.42 22912.42 22768.72 21198.0 23D)6.00 
(e) Lnns and Advances 	 7 819.77 Q68.47 2776.2 A25.19. 5721.0 
(f)Work inprogress 	 2877.97 1549.75 1966.97 2329.8 3740.0 

Less: CURRENTLIABILITIES AND 
PROVISIONS 3425.6? 5115.818 	 26I97 1539.84 11766.A) 

(a)Liabilities 	 2682.97 1539.84 * 2646.49 46 q.5 1131.)00
(b)Provisions 0.00 0.00 779.13 46.24 456.00 

Net Current Assets 27846.45 .04.4.41 30'12.76 30.59.034865.38 

TOTAl.: 42678.03 46137.3 51154.04 46'1.67 46117m.0 

BEST AVA!LAB~LE COPY 
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COMPANY:NEPAL FILM DEVELOPMENT CORPORATION 

PROFIT &kLOSS ACCOUNT 

Schedule 1988/1989 % 1989/1990 19/1991 % 1991/1992 % 199293 

Sales: 
Loal Sales 2851.23 7046,38 5029.15 2550.04 845.0 
Export Sales 0.00 0.00 0.00 00 00 
Government Sales 0.00 0.000.00 0.00 

-.A.TOTAL SALES 
2851.23 100.00 70468 100.00 5029.15 100.00 2550.04 100 845.00 100 

Direct Costs 

Materials 2510.07 2328.91 2400.36 3111.99 4597.0088.03 33.05 47.73 124.63 544.02
 
Depreciation plant I machinary 1006S7 IX3 1389.27 1299.50 .q.00
353I 15.73 2.62 50.96 118.11 
Other factory overheads 74.11 2.60 37.28 0.53 116.45 2.32 1163. 4.56 177.00 20.95 
Film production, show I dist. 76.66 26.92 1780.82 25.,27 103.99 29.91 547.27 2146 61.00 1.22
 
lenClosing Stok -249. -2303.10 -2363.35 -2518.47 -4686.00
-87.63 -32.68 -46.99 -98.16 -554.56 

B.TOTAL DIRECT COSTS 18M.13 65.24 295224 41.90 X46.72 6058 2622.62 102.85 1141.00 135.74 

C.GROSS 991.10 34.76 4094.14 S8,.0 1982.43 39.42 -12.1 -2.85 -302.00PROFIT (A-B) 

Administrative and Other Overheads 

Salaries &Benefits 9 2355.78 82.62 2359.8q 0.00 3131.78 62.27 3782.03 118.3122...W 
Administration &Other Overhea 10 423.0 15.04-19.50 -0.28 454.27 9.03 883.63 34.65 800. 

G.Total Administration &Other Overheads 284.5 97.66 2540.39 36.0535W.05 11.31 4,60.66 182.96 3030.00 

H.Operating profits (C-G) -1793.48 -62.00 1%53.7522.05 -1603.62 -31.89 -47.18.24 -3332.0-193.81 

W., operating Inoome and Expenses 

Non-opeiating Inwme 99.01 145.77 185.8 16.i 17.M 
Kin-operating Expenses -12.01 -71. 0.00 Q. 0. 
Intere.t Expense 0.00 0.00 0.00 0.N) 0.0 
Exceptional Items (prior period Expenses) 0.00 0.00 0.0 0.!0 0.0 
Profit Before Tar -'106.48 1691.62 -1417.74. -4721.71 -3311.0. 
Tar 0.00 0.00 0.00 0,. 0.00 
let Profit -1706.48 1691.62 -1417.74 -4721.71 -3315.0 
Dividends 0. 0.00 0.W 0. 0.00 
Retained profits -1706.48 1691.62 -1411.74 -4721.71 -3315.00 

BEST AVAILABLE COPY
 

http:47.18.24


-----

OMPANY: NEPAL FILM DEVELOPUENTCORPORATION 

SCEIDULE ATTACHEDFORMINGOF TIlE BALANCE SHEETTO AND PART 

SCHED: CAPITAL 1988/89 1989/90 199/91 1991/92 199293 

I Authorized Capital 60000.00 0 O00.J M00. 6000.00 

Issued Capital 0. 0.0) 0.00 0.00 0.r) 

Paid up Capital 5542190 57422.9 60000.00 600W.00 MO.oo 

2 Reserves and Surplus 

CaptW Reserve 0.00 0.00 0e0' 0.90 0.00 
General Reserve on0 0.00 0.0 0.80D0.0
 
Prord kI= A/C:

* Prof'it. (Loss) up to previous year -11179.71 -12144.29 -12714.85-11284.%6 -17569.0 
* Pofit (Loss) this year -1411.18 -3315.09-10633 1691.31 -4121.11 


*Profit Aloss adjustment 141.81-231.93 -12.11_l3100 0.00
 

TOTAL -12144.29 -1124.%6 -12115 -11569.56 -20884.2 

I INVENTORIES
 
-


* Petroleum products 0.01 0.58 0.76 1.14 1.00 
Semi-finished film 1418.811461.42 1434.0 136:1.091663.oo 
miscellaneous stores 1079.70 841.09 1154.23918.70 )122L00 

4 TOTAL: 2498.5 2303.09 2.363.36 4&16.0o231R.46 

SUNDRY
DEBTORS 

. . . -

HUG Ll).81 224.61 19200224.61192117 
PES Profit ~~~ ~ ~ ~ ~ -17,2 - ---IOTHER ~ ~ ~tpriosea-J7,7~ -12.g-[s- -2-4,---7,-


OTHIERS 261.85 1400.58 3o11 

12.31 12.26 12.26 12.26 12.M9 

4318.11 .5j2 2188.r0 
BEST ;iVAILARLE Cory

TOTAL.: 508.03 1631.51 3205.054615.0N 293.0 

5 Cash I Bank Balance
 
' Misce~anstors --------- 8------------------------.-


rash-In-Hand 17.8) 5600f~ 0.1) p.m0 0!

Cash-at-Bank 2364.82 1024.3Wl10.58 1;74.n
3w0.I4 

TOTAlI,: 21622.W AT0.11 89i%1585.01 w34~ 

OTHERCURRNT ASSETS 

Deposits 51.42 51.42 &R.72 6172 6. .
 
,nl.C. 
 14S.00 228.00 2200.00 217).17 2 0.17N 

. . .. .................
 

; Sem-Tinshed: 201.42 2232.42 221W.72 1.09 I .211%14 

http:2.363.36
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7
:LOANS IADVANCES
 

Staff Advances 

Other advances 

Suspense A/C 

TOTALU 

8 :CURRENT LIABILITIES &PROVISIONS 

(a) Liabilities 

Deposit from Customers 

Other eposits 


iscelLenous Creditors 

Staff welfare &gratutity 

Ince Tax 

Other lities 


TOTAL 

(b) Proviaons 

Provisim for expenses 

9 :SALARIES ANDBENEFITS 

Staff Salary &Allowances 

Medical reimbursements 

Staff Gratuity I Welfare Expenses 


10 ADMINISTRATIVE AND OVERHEADSOTHER 

Printing and Stationary 

Travelling Allowance 

Vechile fuel Expense 

Vechie Maintainence k Repair 
Repair3 I Maintainence Others 

Local Travelling Expenses 

Entertainment Expenses 

Advertisement 
Ionatin and Charity 

Directors' fee 

Auditors' fee 

Rates ATaxes 

Electricity &Utilities 

PstaMe h Telegrans 

Boks and periodicals 

Insurance Expense 

Legal Expenses 
ank rommission 


*Miscellenous Expenses 

Epenses included in fdm production 


944.55 
-119.28 

706.54 
267.43 

2113.62 
66.08 

2074.56 
465.34 

4342.0) 
1379. 

-5.50 -5.50 -5.5o 0.08 0.00 

819.77 W.47 276.20 2539.0 5721.00 

2554.45 707.,3 187176 265.98 
16.93 616.34 333.79 11451 
27.32 112.52 7.33 147.6) 
37.74 50.56 45.78 O 
253 33.04 0.00 61.29 
0.00 0.0 25,13 38513 

268L97 153914 2646.49 4632.53 

0,0 0.00 779.13 456.24 

229.21 2122.25 2976.042726.43 
112.71137.64158.741.1.)R 

7509.00
 
2916.08
 

12.08 
609) 
10.00 

743.A0 

1II1310M 

4.56.00 

33.84 0.08 0.00 923.177 

2355.78 2459.8q 3134.78 3782.0322.m.08 

49.93 .X46 27.96 50.72 
81. 5 lI0.Q4 2.16.92 212.0 
72.7 pO.,i. 
46.71 9.51 

18.2 48.65
70.23 8-61 

o.m 0.4 0 
17..' .l.R.5 
6.02 1.00 
20.62 20.2 
15.10 15.50 

42.3175n.15 
39.17 .14.72 

91.41 4..259.4 4.11 

0.08 .T 
Q.32 14.78 

IlO19) 6.5fl 
2.5.8 jo.7q 
245 I.R.65 

35.13 15.11 35.2Q !1.09 
41.62 76.08 70.65 122.51 
71Y3 57.32 91.37 10,.1j 
4.36 . M 4.q'5 3.52 
0.08 0.M 0.00 P.08 
1.9 0.80 0.08 0.00 

0.1q 0.01 0. 0)1 
74.26 44.2o l36.2Q q7.32 
60.77 -56Q.10 -39.94 -55.04 

BEST ,-,./tlL4PLE COPY 

TOTAL,: '29.69 -19.5G454.21 U3,61 



-------- 

Appeindix " 

Q'tY Purchase Yr R.Cost Salv. T.U. R.U. P.Value
S.N. DSCRIPTION 0 E F Life,G Life,11 J 

No/Sets Yrs. XIOONRs % Yrs. Yrs. XIN 

STUDIO I SOUD EQU[PI ETS (CodeNo. 0114) 

B.F. 7,154.99 719.26
 
1Carrybg strap i s.0
 

tOble 71 Pilot : 19
 

'Tape 	 cunter graduated in : 1.M
 

minute
 

tS' Emply r ol 	 i.0 

*Nut rep tetaining 5.00 198 776 IO.0 10.00 5.00 379.6] 

*Pfe- ampliflir internal .n 198 29.i4 10.010.0 5.00 14.45 
unissrd (input -I)
 
Beyer dynamic microphone wit 2.00 19S861.21 10.00 10.00 5.00 29.95
 

damp
 

*Wingshield fom type 2.00 1988 2.70 10.00 10.00 5.00 1.32 

'Table stand light 2.00 198 214 10.00 10.00 5. 1.04 

'Elastic suspension 2.00 198 21.07 I0.00 10.00 5.00 10.31 

* Light telescopis Boom5ARM 2.00 1988 25A0 100 10.00 59) 12.26 
Elements
 

Eitension for bomtn2 2.00 188
arm : 11.39 10.0010.00 5.00 5.57
 
Element
 

Sub Total or Sound equipment 8,083.94 	 1,173.1 

.---------------- ----------------­~---------------------­

3T AVAILABLE COPY
 

ill"
 

http:8,083.94
http:7,154.99


DS&A 
NFDC 

Valuation Table of Machinery contd.. 

Q'ty Prrchase Yr R.Cost Sal,. T.U. L.U. P.VaueS. DESCRIPTION B E F Li!eG L.fe~fl J 
NO/Sets Yrs. XIOOIIs S Yrs. Yrs. Xl1 s 

STUDIO &SOUNDEQUIPUDITS (Code No. 0114) 

B.F. 8,033.94 1,1731I
 

I Light fodable floor stand 2.00 1908 
 11.39 10. 10.00 5.00 5.57 
for boom 

1Pre amplifier internal 1.00 IN 14.59 10.00 10.00 5.00 7.14 
universal (input - 2) 

1Cable 5ft. ccir microphone 200 1938 6.41 10.00 .OO 5.00 3.13 
&line input I output(B-3B) 

I Entension Cable (33ft.) 2.00 1988 9.25 10.0010.00 5.00 4.53 
microphone I line input output 

I Cable (10ft.) line input 
output (JB-JB) 

1.00 1938 3.91 10.0010.00 5.0 1.92 

* rowersupply multivoltage main 
with battery charger 

1.00 1988 56.94 10.0 10.00 5.0 271.86 

Main cable with one plug : A 

Batteries 2.5 Amp recharge 3 1.00. I8 24.91 10.A 10.00 5.00 12.19 

'Crystal piot generator 

internal 
* flayback syncroniser (intenal) 

1.00 

1.00 

19 

188 

2.171 

15-6.59 

IOJ)10.%0 S. 

10.0 IA.00 .0 

1.32 

162 

*Frequency meter : IM I,98. 14.24 10.00 10.00 5.00 6.97 

Srable (13 ft) ARRI SF BL A 

blei 16promrra 

1.00 19. 3.9 10.00 10.0 5.00 1A. 

'Tape clearing blade 1.00 1993 4. I.0F 10.00 5.00 2.44 

------------------------------------------------------------
-Sub Total of Sound equipment .,393.84 

...............- .........................................................................-----
-----­

------­

1,323.45 

BEST AVAI-^",uI 

http:8,033.94


DSIA NFOC
 

Valuation Table of Machinery contd.. 

S.N. DESCRIPTION 

Q'ty 

No/Sets 

Purchase Yr R.Cot Saly. 

B E F 
Yrs. X1I0,NRs % 

T.U. 

Life,G 
Yrs. 

R.U. 

LfeH 
Yrs. 

P.Value 

J 
X10001lRs 

STUDIO I SOUNDEQUIPMENTS (Code No. 0114) 
8.F. 8,393.84 1,325.45 

*Creyritility bag (Frentpacket) 1.00 198 12.13 10.0o10.00 5.00 5.93 

t Head Phone Beyer 500 ms 1.00 1988 17.79 10M 10.00 5.00 8.71 

1Magnetic Tape agfa 528 5.00 1988 713 10.00 10.00 5.00 3113 

- Spied areator N.4.2 (1 7MI: 1.00 1988 29.18 10.00 10.00 5.00 14.28 

I Cable (71ft.)Star Stpp 1.00 1988 3.77 10.00 10.00 5.00 I,5 

, Lid with lork 1.00 1988 11.82 10.00 10.00 5.00 5.78 

' Tape ounter graduated in 
minutes 

I.00 1988 4.98 10.00 10.00 5.00 2.44 

12. Asper the list of 1989 

a. Film Loop box plate assy 
complete with front plate 1.00 

b. 64leeth steel sprorbet 

c. Shoft with uonospad Arm 

1.00 

2.00 1989 13.04 10.00 10.00 6.00 7.10 BEST i.',\ : pI E COPY 

d. Roller Assembly 

e. Rovey 2Channel- echounit 

operating on AC/DC 

2.00 

1.00 1q89 15.00 10.00 lo.00 6.00 8.16 

f. Roxy make 2channel Echo Uni: 1.00 1,989.00 15.00 10.00 10.00 6.x 8.16 

g. User Tape re(order 4400 Report 
Sterio 11.00 1,939.00 19.39 10.00 I.00 6.00 10.5 

h. Uher power pock with charger: 1.00 I,Q89.00 3.M 10.0 10.00 6.0 2.11 

Total of Sound equipment ,547.66 1,404.35 

--­



DS&A WXFD 

GENERAL USEMACHINERIES 

Q'ty Purchse Yr R.Cost Sam. T.U. R.U. P.Value
S.N. DESCRIPTION B E F LifeG LifeH I 

No/Sets Yrs. XIDO0s % Yrs. Yrs. XIO0NR 

I OTHER (Code No. 0119)PROJECTiONACCESSORIES 

a. 16MYphoto phone sound 

projector 2 1984227.95 10.00 10 I 44.78 

d. Ahuja amplifier (Ampl) 2 1984 11.97 I0.00 10 I 235 

09. As per the li of 1986 

a. Magnetic bright, pri ampli­
fier two way switch 

L 16.mElemo Projector No.17W: 

2 

I 

1986 82.13 

1989 35.72 

1000 10 

109 10 

) 

6 

29.52 

19.43 

b. Duka 35WAmpfifier : I 1989 7.14 10.0010 6 3.89 

Total General Use Projection Equipm. 6.92 99.96 

CAMERAEQUIPMENT 

c. 16ramAston ('amera I 19883,5.92 5.nO I0 S 1650.61 

d. Yashica Camera : IQ8 49.82 5. 10 5 22.% 

Total General Use Camera Eipm. 3,630.74 1,67337 

EDITING EQUIPMEINTS 

a. Staid 1000 I 1988 17.15 l0.00 I0 5 , 8.39WVoltage stabilize: 

-................................................................ 
Total General Use Editing Equipt. 17.15 8.39 

-...........
......-......................--............... 
 .. 

ELECTRICAL EQUIPMFTS 

a. Step down transformer I 1984 4.83 10.00 10 I 0.95 

Voltage staptizerb. 3K. WV. I 1984 13j I.0n 10 I 2.72 

http:3,630.74


I0.Asper the list of 1991 

. Shree RamHonda Jenerator I 1991144.48 20.00 10 8 9110 
b. 3KV.ALStao stapktr 

(Japan) 1I 1991 5.91 I0. 10 8 33.68 

To(al General Use EVedric1 Equip. 21&05 135.14 

STUDIO I SOUM EQUIPME'TS 

g. User Tape recorder 4400 Report 
Sterio . 1.00 1989 19.39 I0.00 10.0 6.00 10.5 

Total General Use Studio I Sound Equipm. 1939 10.5 

BEST AVAILABLE COPY
 



DS&A IJFIX 

UNUTILISED MACHINERIES 

Q'tY Purchase Yr R.Cos Saly. T.U. R.U. P.Value 
S.N. DESCRIPTION B E F Lire,G Life,1 J 

No/Sets Yrs. XIOONRs I Yrs. Yrs. XIOO0N1s 

ELECTRICAL EQUIPMENTS 

c. (Nation[) air conditioner 
No.C1 I2 8.T.V. F&Twind
 
type : I 
 1992 10.07 20.0010 9 7.16 

d. (N! ,nal) air cmditioner 
split type No.MO0K.H. I 1992 41734 20.0010 9 297.08 

Total Unutilised Electrical Equipm. 427.61 .14.23 

BEST 1A ILAILE COPY
 



DS&A NFDC
 

SUMMARYOF MACHINERIES 

SPECIFIC USE MACHINERIES 

Replacement Net Present 

Value Value 

Nis. NRt. 

01. PROJECTIONI OTHER ACCESSO:408.91 209.44 

01 PROCESSINGEQUIPUTI : 3,747.67 296.2 

03. CAMERA :EQUIPMENTS 294.15 61J3 

04, EDITING 250.36 415.02EQUIPMENTS 

05.ELECTRICAL EQUIPENTS : 12.25 84.44 

06. SHOOTING 362.15 244.32EQUIPMENTS 

07.LIGFITI1G 949.24EQUIPMENTS 5037 

EQUIPMENTS :08.STUDIO ISOUND 1,393.45 690.31 

Total Specific Use Machineries 9,,0.23 4,942.46 

BEST P\'AILARLE COPY 

http:4,942.46
http:1,393.45
http:3,747.67


DRS&A NFDC
 

SUMMARYOF MACHINERIES 

GENERAL USEMACHINERIES 

Nb. NRs. 

01. PROJECTION I OTHER 364.92ACCESSO: 99.96
 

02 PROCESSING 0.00 0.00
EQUIPMENTS 

EQUIPMENTS 630.74OJ.CAMERA : 1,673.57 

04. EDITING EQUIPMENTS 17.15 8.39 

05. ELECTRICAL EQUIPMENTS 216.05 135.14
 

0&SHOOTING
EQUIPMENTS 0.00 0.00 

07. LIGHTING EQUIPMENTS 0R 00
 

t'S. STUDIO I SOUND 19.39
EQUIPMENTS 10.55 

Total General Use Machineries 4,248.25 1,927.62 

UNTILISED MACHINERIES 

Nits. NiRs. 

01. PROJECTIONACCESSO:0.00 O.O&OTHER 

02. PROCESSING 0.00 0.00EOUIPMENTS 

03. CAMERA 0.00EQUIPMENTS 0.00 

04. EDITING EQUIPU NTS 0.00 0.00 

0S. ELECIRICAL EQUIPMETS 427.61 104.25 BEST AVAILABLE COPY 

06. SHOOTINGEQUIPMENTS 0.00 0.00 

07. LIGHTING EQUIPMENTS 0.00 0.00 

OR.STUDIO &SOUND 0.00EQUIPMENTS0.00 

To(taIUrutilied Machineries 427.61 Y4.25 

http:1,927.62
http:4,248.25
http:1,673.57


DSIA 

OBSOLATE MACHIKERIES 

01. PROJECTION I OTHER ACESSO: 

01 PROCESSING EQUIPMOTS 

03. CAIERA EQUIPMENTS 

04. EDITING EQUIPUEIITS 

NRS. 

916.41 

9,983.15 

12,086.5 

1,05221 

05. ELECTRICAL EQUIPMENTS 638.93 


06. SHOOTINGEQUIPMENTS 

07. LIGHTINGEQUIPUENTS 

08. STUDIO &SOUNDEQUIPMENTS 

Total Obslate gachineries 


Total Value of Machineries 


55203 

1,410.11 

7,1342 

33,74.21 

432S58.30 

NFDC
 

NPIS.
 

45J2 

499.16 

W.3 

5161 

31.95 

27.86 

70.51 

713.48 

Z045.71 

9220.04 

BEST AVAILABLE COPY
 

http:432S58.30
http:33,74.21
http:1,410.11
http:9,983.15


A ecix- r. 

SJI. DESCRIPTION 
Q'tY Purchase 

B 
No/Sets Yrs. 

R.CSIt 
E 

NRs 

Salv. 
F 
% 

T.U. 
LifeG 
Yrs. 

R.U. P.Value 
Lie,H J 
Yrs. Rs 

01. CarB A.Yna 452 

02. Bicycle 

03. Bicyde 

04. 125C.C.Motorbike 

05. Bicyde 

06. Bicyde 

: 

: 

: 

: 

I 

3 

3 

1 

I 

I 

1984 000 

1976 6000 

1978 6000 

198112m0 

I6 2000 

1993 2200 

2.00 

I0 

10.00 

20 0 

2D.00 

2)00 

2o 

0 

0 

15 

0 

5 

I 462011.5 

0 0 

0 600 

3 5321.98 

0 400 

5I12IJ29 

TOTAL VALUE OFVEHICLE : 7112 518634.1 

BEST AVAILABLE COPY 

1c6(o 



OFFICE EQUIPNEI'S 

Q'ty Purchase .Cost Saly. T.U. R.U. P.Value 
S.N. DESCRIPTION B E F [ifeG Life,l J 

No/Se Yrs. NRs % Yrs. Yrs. NRs 

01.As per list of 1972 purchtse 66 1972 33475 30 0 0 10042 

02. As per list of 1971purchase 221 1971362657 30 0 0 18797 

03. As per list of 1971purchase 10 1974 8953 29 0 0 2596 

04. As per list of 1975 purchse 31 1975,14916 28 0 0 4176 

05. As per Ustof 1976 purchase 28 197623343 27 0 0 6303 

06. As per list of 1977purchase IS 19771430226 0 0 3719 

07. As per list of 1978purchase 69 19785975125 0 0 14938 

08.As per listof 1919 purchase II 19794113 24 0 0 1002 

09. As per list of1980 purchase 4 1980766523 0 0 1763 

10.As perlistof1981purchase 4 19813720 22 0 0 819 

II.As perlist of 1982 purchase SO 1982 25010 21 0 0 5152 

12. As per listof 1983purchtse 18 1983 24702 20 0 0 4940 

13.Asperlist of1984 purchase 

8'tJ'112'open rack 8 I84 10000 20 0 0 
4't6'jl5' open rack 2 1934200020 0 0 410 
Big stool I 1984 550 0 t 0 110 
Dunlop chair with arm 2 19843S0020 0 0 700 
Steel revolving chair I 1984 3200 20 9 0 640 
Cushion chair with arm . 19842550 20 0 510 
18.5*z1.5z26' table I 1984 3)0 20 0 0 60 

Sub Total of Office equip. 304766 79766 
................................................................................
 

BEST V lL F 7)Pv 



DS&A NFDC 

Office equipment contd 

Q'tY Purchase R.Cot Salv T.U. R.U. P.Value 
S.W. DESCRIPTION B E F LifefG LifeH J 

No/Se Yrs. NRs % Yrs. Yrs. KRs 

B.F. 304766 78766 
14.As per list of i98 purchase 

Tea table I Iga 30 0 0 6 
78'zig9z36' steel almirah 3 1985 18000 20 10 2 6520 
Steel alirah I 1985 10000 20 10 2 3622 
3drawer filing cabinet 1 1985 300 20 10 2 IIS9 
Offic chair with Re incover 1 1985 I000 20 0 0 2O 

15.As per list of 1986purchase 

78'zi6z9' steel almirah 3 1986 18000 20 10 3 7750 
60'06'r)? office table 
with sunica I 1986 6000 20 7 0 I120 
Revolving chair I I6 32DO20 9 2 1159 
3pr, sofa set 1 1936 4500 20 7 0 900 
42,1I8, 1!3 table I 1986 900 2 7 0 180 
9%36' steel rack 2 1986 5400 20 10 3 2325 

16.As per list of 1987 purchase 

r6"z36'z19"steel almirah I 1987 50 ) 20 10 4 2507 
6b'.16'l7' steel almirah I 1987 5000 1 0 4 2458 
Revolv,ng chair I 1987 3200 20 9 3 1378 
Chair with wooden foam 4 1987 M 20 7 1 971 
,6"s36'u12' steel rack 2 1987 5400 2D 10 4 2655 

Single bed I 1987 1000 7 1 I86 

17.As per list of 1988 purchase 

66z36"19' steel almirah I 1988 5100 2D 10 5 2785 
Chair with cushion 9 1988 5100 2 7 2 1847 
Chait with dunlop 1 1988 1750 2D 7 2 634 

------ - -- --------- - -.---------- -

Sub Total of Office equip. 410316 119364 

BEST AVAILAB LE cor'( 



------------ - ------ -------

DSA NFlC 

Office equipment contl. 

S.N. DESCRIPTION 
Q'ty Purchase 

B 
RCost 

E 
Salv. T.U. R.U. P.Value 

F LifeG Lifefl J 
No/Se Yrs. MRS Ys. Yrs. NRs 

B.F. 410316 119364 
i8.As per list of 1989purchase 

96'z37'x12' sleet angle rack 
with 1ljers 2 1989 5400 20 10 6 3211 
Pannel board 5 1989 8750 20 10 6 520 

19.As per list of 1990purchase 

Sted atmirab 2 19901020 20 10 7 09 
Officechair 1 1990 850 20 7 4 418 
Telephone bor I 1990 400 20 7 4 197 
Sunmicatable I 1990 40000 2 7 4 196 
Wheelchair with dunlop 3 1990 6000 20 7 4 2950 

20. As per list of 1991purchase 

Complaint ba 2 1991 600 20 7 5 328 
Steel almirah I 1991 S100 20 10 8 3452 
Registered counter (able 1 1991 8000 20 7 5 4.161 
Sofa set with resin cover 1 1991 400020 7 5 2184 
96 steel rack 2 1991 5400 20 10 8 '5 
72"t36':z19' steel almirah 2 1991 1180020 10 8 7 

21.As per list of 1992purchase 

6'z6"r12' Steel rack 3 1992 9350 20 10 9 665) 
96'z36'15" steel skelton rack 2 1992 725 20 10 9 51SR 
Table 4 1992 7363 20 7 6 4378 
Sunmica top centre table 2 1992 1750 20 7 6 1041 
66' steel almirah I 1992 4900 20 10 9 346 

TOTAL VALUE OFOFFICE EQUI: 511428 182I0
 

BEST AVAILABLE COPY 



OWNER OF THE PROPERTY :NEPAL FILM DEV.CORP. 
LOCATION OF THE PROPERTY :BALAJU 

NAME OF THE BUILDING :LAB BUILDING 

NRs. 
REPLACEMENT VALUE OF BUIL: 7480225.68 

RENTAL VALUE OF BUILDING : 9532840.76 

*BES'I"AVAI[.AB[ E COPY
 

http:AVAI[.AB
http:9532840.76
http:7480225.68


A4e4,,c. a
 

List of Employees
 

NFDC 

Title Of Post Category Level Number Total 

Per. Temp. 

General Manager Man. Special 1 1 

Deputy General 

Manager Man 10 1 1 

Senior Production 
Officer Tec. 8 2 2 

Senior Film 
Director Tec. 8 2 2 

Senior Adm. Officer Adm. 8 1 1 

Senior Business 
Promotion Officer Adm. 8 1 1 

Senior Film Editor Tec. 8 1 1 

Senior Lab Studio 
Officer Tec. 8 1 1 

Lab Officer Tec 7 1 1 

Camera man Tec. 7 3 3 

Film Director Tec. 7 1 1 

Editor Tec. 7 1 1 

Business Prom. 
Officer Tec. 7 1 1 

Store Officer Adm. 7 1 1 

Asst. Production 
Officer Tech 6 1 1 

Asst. Sound Officer Tec. 6 2 2 

Asst. Exhibition 
Officer Tec. 6 1 1 

Camera men Tec. 6 1 1 

BESI AVAILA81-E COPY (t 



Asst. Planning
 

Officer 
 adm. 


Ast.Account Officer adm. 


6 


6 


6 


5 


5 


5 


4 


4 


3 


3 


2 


2 


1 


1 


1 


1 


2 


6 


4 


2 


1 


1 


9 


n 


8 


1 

1 

1 

1 

2 

6 

4 

8 10 

1 

2 3 

9 

2 

9 17 

1 1 

4 4 

11 11 

3 3 

Asst.Adm.& Account
 
Officer 


Artist 


Exhibition Asst. 


Senior Asst. 


Tech. Asst. 4 


Adm. Asst. 4 


Tech. Asst. 3 


Adm. Asst. 3 


Tech. Asst. 2 


Adm. Asst. 2 


Support Staffs 


Driver 


Officers in
 
Contract Service 


Tech . Asst. Of 
Different Category 
on Contract Service Tec. 


Adm. Asst. On
 
Contract Service 
 Adm. 


adm. 


Tec. 


Tec. 


Adm. 


Tech. 


Adm. 


Tech. 


Adm. 


Tech 


Adm. 


Tec. 


BESI~~r PIF OY,4/AL 


