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PRIVATISATION OF
RAW HIDE COLLECTION AND DEVELOPMENT CORPORATION
' ("RHCDC")

NEPAL FILM DEVELOPMENT CORPORATION ("NFDC")
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 ard 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 aad 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.



- negotiation with selected bidders and selection of a buyer on
the basis of price and ability to meet HMGN’s criteria.,

Depending on the number and quality of responses received HMGN may
decide to dispense with the negotiation phase and select a buyer simply on
the basis of price. However it is strongly recommended that HMGN retain
the flexibility to negotiate with any bidder.

The sale of shares rather than assets is recommended on the grounds of
simplicity. Given the small size of these companies it is preferable that the
sale involves a total divestment of HMGN’s interest and that there be no
requirement for after-sale administration or liquidation. However it should
be appreciated that in buying shares a purchaser assumes responsibility
for any undisclosed liabilities or contingent liabilities of the company. For
this 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 will
be given but this may need to be relaxed if maximum sale price is to be
achieved. In the private sector warranties relating to undisclosed liabilities
are quite noxmal, but Governments generally try to avoid them.

Public Shareholding

Because of their small size, inadequate past performance and the need for
quick and considerable restructuring none of the three are considered
appropriate for sharemarket listing or employee shareholding. Further
comment is provided under each company heading.

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

Bidders are also asked to comment on plans for introducing improved
conditions of employmeat, employee incentive schemes etc. Such moves are
considered 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 most
complex 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 be
significant redundancy at both manager and worker levels. (However many
workers 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 15
workers will

be redundant. Some surplus workers may be retained if the factory moves
to 2nd or 3rd shifts. There is unlikely (o be any significant redundancy at

NFDC.

It is considered essential for the success of the privatisation programme
that HMGN develops an acceptable and consistent policy to deal with
redundancy and the related tasks of retraining and redundancy
counselling. In the case of each individual sale the responsibilities of HMGN
and the buyer must be clearly defined and adhered to.

The cost of carrying surplus staff and of redundancy payments will be
factored into the purchase price offered by bidders.

Valuation

Cash Flow Valuations

Valuations based on anticipated future cash flows have been undertaken
but the poor past record of the PE’s, together with the lack of detajled

independant market surveys, makes these extremely subjective. The worth
of 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
hide

prices to suppliers and the transfer price to tanneries. Qur opinion is that
this profit is controlled by tanners rather than RHCDC. The value of RHCDC
is estimated at close to asset value.

It is important that HMGN establishes a "minimum” sales price for the
purpose 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 the
company on a going concern basis rather than incur the cost of setting up
a new organisation.

Important aspects of this valuation are the current market value of land
and buildings and the remaining useful life value of plant and equipment.
In addition the cost of carrying and making redundant any surplus staff
1s taken into account.



Liquidation Value

This is an estimate of the net proceeds which would be available to HMGN if
the PE was liquidated. The major differences between this and the going
concern value are: (1) on liquidation, plant and equipment generally
realises considerably less than its going concern value. This is
particularly so in the case of specialist plant. (2) No redundancy payments
are 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 Ligidation 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 or
Govenment enterprises. In the case of RHCDC that is 59% of the total issued
capital. For the other two PE,s it is 100%.

RAW HIDE COLLECTION AND DEVELOPMENT

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 other
adjustments) is approximately NR 2,157,000. The company has traditionally
been profitable but as a result of significant over-staffing and other
inefficiencies 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 is
considered 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 export
of raw hides. This would be contrary to stated policy.
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With only one serious purchasing candidate the price will need to be
established through a process of negotiation with the tannery interests. In
the interests of transparency and to encourage tanners to make a realistic
bid 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 need
to be converted into a limited company prior to privatisation. At 15 May 1993

of these films are of very limited commercial value and the level of equity
is overstated by approximately NR 17.0 million.

The Corporation has a long history of losses. In the past year it has ceased
film production and is concentrating on processing for producers. However
the profitability of the restructured business has yet to be proven.

Given the special nature of the business, it is difficult to assess what level
of bidder interes there will be. Local producers will no doubt be interested
but it is understood that they are unlikely to have the necessary capital.

The recommendation is that the sale be advertised outside Nepal but that
the bid assessment criteria include reference to local participation and the
promotion of Nepalese art and culture. If HMG/N wants to place any
restrictions on foreign ownership beacuse of the cultural importance of the
company,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 a
further loss is predicted in the 1992/93 year. The balance sheet, before
revaluation of fixed assets, shows that the company has negative
shareholders funds (NR 7.6 million) but the current market value of its
premises gives it a positive value.

The company has suffered from a serious lack of technical, product and
staff development and is only operating a about one-third of weaving
capacity (on a 3 shift basis). Management consider that with the injection
of capital, the introduction of 3 shifts and appropriate technical and
prcduct development the conpany is viable. The question is whether those
interested in the industry would take up the challenge to turn this
company around, rather than invest in a more modern facility.

This may have some appeal to a buyer looking for a low cost entry into the

industry or interested in developing other activities on the site. It is
considered 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 toMr. 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.



Privatization Checklist

General Points

Information Memorandum - Depésit of KRR 200,000 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.

o,



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.

[



RAW HIDE COLLECTION & DRVELOPMENT CORPORATION

PRIVATISATION OPTIONS

INTRODUCTION

The following features and issu=2s 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 rew 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 wunattractive +¢o 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 PROCRSS

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

1. Advertise

HMGN should advertise the fact that its shareholdirg 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.qg.
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 assessed. 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 &z 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.

[



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
ownership 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 be
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 1issue 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 bhid 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 onffer 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.

[7



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 that would be agreed between a willing but not
anxious vendor and a willing 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 andg
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 1liquidation 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 RHZDC 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 estzublished 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
nave assessed the value of the total shareholding in RHCDC at NR
24,039,000. On this basis the 59% shareholding of HMGN would have

19
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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
avbove 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 1lies with HMGN and the costs
should be reflected in the share price.

20



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 NR7,021,000 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.

Al
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Raw Hide Collection and Development Corporation
Going Concern Asset Based Valuation

Value of net assets including fixed assets
at current value .

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

l:>
oY
o

(a)

(b)

(c)

(a)

(b)

Extra salary and wage costs for 1 year

period until resignation retirement or

redundancy NR 3900
Less Tax 1565

Gratuity costs accumulating from date
of sole of shares until resignation,
retirement or redundancy

Estimated redundancy costs

(540 less tax 220)

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

Allowance for the costs which would be
involved is setting up a new collection

Company (including administration)

Net Value

Value of HMGN's 59%

Schedule 1

(000's)

9960

2345

NR Nil

NR 320

7295

NR 400

NR 200

NR 7895

NR 4660

A

Note

(1)

(2)



Notes

(1)

(2)

(3)

We have not carried out a review of the organization structure and operating
procedures. However we have made a preliminary assessmentof likely surplus staff

numbers.

This figdre assumes that all staff will be retained for 1 year and then surplus staff
will be made redundant.

If surplus staff number are less than our estimate, and/or leave before 1 year then
the figure will be reduced.

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 1 months pay for each year of service plus
1 months advance pay.

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.
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Raw Hide Collection and Development Corporation
Liquidation Valuation

Net Assets as per Adjusted Balance Sheet
(including fixed assets at current going
concern value). :

Estimated Profit or Loss on disposal and
collection of assets.

Adjusted Estimated Profit

Assets Book Value Proceeds (Loss)
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)

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

Net Liquidation Value

Value of HMGN’s 59%

Schedule 2

(000’s)

NR 9960

NR (2489)

NR Nil
NR 450

NR 7021

NR 4142

2



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 is a growing demand for movie
theatres throughout Nepal and this will encourage local film
production.

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

the facility and the country could gain if a foreign investor
could be attracted. Suchinvestor 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 sharebolder which could
provide technical and/or marketing experience.

Given the specialised nature of the facility and the lack of any marketing
studies it is difficult to assess the likely level of investor interest in NFDC.
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THE SALES PROCESS

We recommend that the sales process should include the following steps and
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.

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.

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.

Advertise

HMGN should advertise in local and foreign newspapers the fact that
its shareholding in NFDCis 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 nrovide information to satisfy HMGN as to their financial standing
and business management experience.

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 HVGN in assessing bids.

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

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.

Indicative Bids

Purchase proposals including an indicative bid price should be
obtained and assessed. 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 wade either to enter into negotiations with a
selected bidder of bidders, accept the best available bid or withdraw
the shares from the market.

Lease Option

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

We regard this as a "last resort” option. A lease arrangement is likely
to appeal to thcse who do not have the finance to buy. This would
mean that the facilities would be unlikely to be developed (unless
HMGN funds future capital expenditure) and would leave HMGN
exposed to the risk of failure of the lessee.
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POLICY ISSUES, CONDITIONS AND CRITERIA

The industry policies, conditions of sale and the critetia 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 be clearly stated in the 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 NFDC
to 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 of
privatisation 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 the
draft sale and purchase agreement to be included in the information
memorandum.

BID ASSESSMENT CRIT:RIA

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:

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
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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 Iadia

- 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 provided
by theGeneral 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 pricea 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.
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2. Allow for the benefit of any past tax losses which will be
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 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.

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 estimaie 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:

-inacquiring 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.
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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 tax
benefits. 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.



Nepal Film Development Corporation
Going Concern Asset Based Valuation

Net Assets per Adjusted Balance Sheet

Less

- Reduction in Book value of Films to bring
to Market value

- Costs relating to surplus workers wages and
salaries until resignation

Redundancy Payments

- Allowance for costs of establishing new
business

- Allowance for tax losses carried forward
losses Nr. 9.0 million @ 40%

Estimated Going Concern Value

Schedule 1

(00_0—’5)
49,395-

(2,076)

Say 50,000
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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.

Adjusted Estimated Profit
Assets Book Value Proceeds (Loss)
Film 4,076 2,000 (2,076)
Other Stock 4,366 3,929 (437)
Debtors 1,689 1,604 (85)
Advance 5,623 5,061 (562)
Deposits LC’s 23,106 23,106 Nil
Land 130 Nil (130)
Building 10,068 6,673 (3,395)
Plant & Machinery 9,220 2,556 (6,664)
Vehicles 519 389 (130)
Furniture &
Equipments 183 92 (91)

58,980 45,410 (13,570) (13,570)
Net Assets Adjusted for Profit (loss) on disposal 35,825
Liquidation Fees and Expenses 550
Net Proceeds of Liquidation 35,275
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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
satisfy HMGN as to their financial standing and business management



2.ReleaseSalesInformationMemorandum

A-sales informationmemorandum should be provided to those parties
which meet thepre-qualificatioequirements. A ref undabledepositof
NR200,000should be requiredtoensure thatonly genuine bidders gain
access to the information.As well as providing financialdata the
memorandum should setout:

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

- warranties(ifany).

- schedules of assetsof the company and an indicatiorms to
theircurrentvalue inuse.

- statistiaos=lating.oemployees.

- informatiorrequiredtobe presentedby biddersand criteria
tobe used by HMGN inassessingbids.

- informatiorrelatind:ocurrent Government policieselevant
to the industry. e.g. import policy, incentives for
manufacture.

3.Bidders PreliminaryInspection

Allinterestegbartiesshouldbe providedwiththeopportunitytoinspect
company records and facilitiead discuss agreed matters with sales
agents (privatisaticeellor other designatedpersons).This does not:
need tobe a fulldue diligencdut isdesigned toenableindicativéids
tobe developed. '

4.IndicativeBids

Purchase proposalsincludingan indicativéidpriceshouldbe obtained
and assessed. Discussionsshouldtakeplacetoclarifwidproposalsandd
HMGN should then decidewhether any bidshouldbe accepted.Ifrio bids
satisfyHMGN s criteriaincludingminimum value,then a decisiormust
be made either to enter into negotiationswith a selectedbidder or
bidders . accept the best avai lablé:»id,lor‘“lii‘qu.,i datehe company .

CONDITIONS AND CRITERIA BEST AVAILABLE cory

The conditionmfsaleand the criterigdobe used inassecsi nab ids need
tobe agreed by MMGN and clear] wsetoutinthe informatiomemor andum.

CONDITIONS OF 3SALE AECT AVAL ~ A Any

Itisrecommended thatthoeexpressinginiorestnoltaininga copy of
the 1nformstiormemor andum whould be requit ed Lo salis! yHAdGN  that
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they have the financiatesources to make a realistibid.Requests for
copiesof the memorandum should includesome comment as to how the
party would financethe purchase and provide names of refereeswho
couldverifysuch comment.

In additionitis recommended that a depositof at leastNR200,000 be
requiredbeforereleaseof a copy of the memorandum. 90% of the deposit
shouldbe refunded tothosewho do not bidor lodge unsuccessfulbids.

The actualconditionsof saleshould incl udethe following:

- Bids must be for the totalnumber of shares availablelMGN
should not be leftwitha minorityholding.

- Payment terms shouldbe defined. We recommend that:

* HMGN state that itwillnot provide finance for the
purchase.Thisisasmallbusinessand investorsshould
be able to fund the purchase through equity and
commercialborrowings.

* That adepositofatleast5% of the pricebe requiredon
signingof the saleagreement and the balancebe paid
on settlementwithinl month.

* Inthe event of a delay inpayment penaltyinteresthe
charged. Thisplus surcharge should be at least25%
per annum.

- Any requirements relatingto continuityof employment,
redundancy terms etc. should be stated. We consider that
this isone of the most mportantand contentious areas
of privatisationmand recommend that HMGN  develop an
approach thatcan be consistentlwppliedtoal privatisation
transactions.

Sundry conditions>fa standardnature wil lalsobe includedinthedrafi:
sale and purchase agreement to be i ncluded in the informatiorn
memorandum . : T

BID ASSESSMENT .  CRITERIA BEST AVAILABLE COPY

HMGN  <hould retainthe right to negotiatewith any bidder and actept
other than the highestbid. However inthe interestof transpuroncy it
ismecsentis LhatHMGHN can publiclwlefend the exercisenf such - iahtaby
referencetopre-determinedcriteria.

We vecommend that the statederiter idor aosmae] nabida inctude:

Proposalswhich willassistin Lhe development of the local

textilproducing industr y. 37



- Shareholdingparticipatio&wy Nepaleseresidents particular
those with marketing or management experience in the
industry.

- Plans to develop the levelof expertiseat management and
worker level

- Thg qualityofbusinessplans and inparticularplanstolift
the qualityand quantityof products produced

- proposalsrelatingtoany redundant employees.

- Proposed employment conditions and plans to provide
employees withincentivesand performance rewards

- Proposalsfor further investmentand creatiorof more jobs

VALUATION

Without conducting a market survey of potentialusers of the BTI
facilitiaend alsosurveying the potentiabuyer interestf rom Nepal and
elsewhereitisdifficulﬁnaccuratelyassesshow competitiverhebidding
willbe for the Shares inBTI. The timeavailablefor our assessment of
this company has been insufficient:o allow for such surveys. In
consideringthe values set out below itmust be acknowledged that the
company has a history of losses and future prospects are very
uncertain.

CAPITALISED FUTURE PROFIT VALUATION

SanliPastore& HillBusiness ValuatiorConsultants L os Angeles, have
assessed the value of the shares on a capitalizatioi® future profits
basisatNR 16,740,00Chetailsre setout ina separatevaluatiorreport.

Future cash flows used in the valuationare based on projections
providedby the GeneralManager of the company. Amongst the important:
assumptions are:

that totalsalesrevenue willincreasef rom NR 17mill)iorfor
1992/9Ztod48milliofol lowi ngome plantmodernisationansd

introductiomfa 3 shiftoperation.

- thatthe increaszedproductionof 2. 2milliomet rea (1991 /97

was 0.337metres can be achievedarnd soldat cur entmar ket
prices.

thatthe company willrecover from 1 losee «pectad o be in
thevicinitwf NR 1_omillionnths 1992792 vmar tra prof 1t
1D Omilliodel vretay alterthe 2OFEN L E ) o
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The maintainablerofithas been capitalisedta rateof 20%,which rate
allowsforfuture realgrowth of 10%.

GOING CONCERN . ASSETS VALUE

Thisinvolvesan assessment of thepricea buyer would pay totakeover
the establishecstructureratherthan setup a new business.The valuye

can be assessedas follows:
1. Assess the current value of the net assetsof the company.

2. Allow for the benefitof any past tax losseswhich willbe
availabld:othe new cwners.

3. Add some allowancefor the factthatthe operationis” up ard
going."

Our estimateof the going concern value issetout inschedule 1
attached.IttotalNR 37 millionWe emphasise thatthecalculation
is an approximation as it is not possible for localvaluers to
accuratelycalculatethe val ue which a buyer would placeon the
specialisedquipment.

LIQUIDATION VALUE

Thisinvolvesan assessmentof the netproceedswhich would be available
to shareholders if the company was liquidatedThe main difference
between thisand the above goingconcern val ueisthatsome fixedassets
willrealisdessona liquidatiowalethanon a going concernbasis.There

are alsoliquidator,legaﬂnd othercostsassociatedvitha liquidation.

ItisappreciatedthatHMGN would be reluctanttoliquidatethecompany-
However thisvaluationapproach establishesa minimum valuye for the

shares.

AN estimateof liquidatiowalue isset out inzchedule 2. The totalnet
pProceeds are estimatedatNR 17 mi lion.

————

[

BEST AVAILAB, £ CCPy
We estimatethat . ,for the purposes of
izinthe range of NR 17 mi JliotoNR 25million
SHARES OR NET AS3SETS

Imtakingover an existi ndbusiness many buyers profer toscquire the

assetsrather than the shsres. The FEqrnons 1Lne ] aele

S dnacguiringshares | e new  Chareln bder o b i e ek Pt
thiirmay Le undiscloze.) rab il it iue conti agentliabilifjesisingout 3
of previous activitioo! f e . DMpEey  Thic may  ne e §ncome e
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liabilitidsgalclaimsand undisclosedamounts due toemployees and
creditorsInacquiringassetsthebuyer has no liabilitwrthe liabilities
of theprevious owner.

= by acquiring assetsthebuyer can base future tax depreciation
claimson the currént valueof the assetsrather thanon thedepreciated
book value. In most cases thisresultsin a higher depreciationzlaim.
This advantage may be offsetby feespayableon transferof land.

When a company has tax losseswhich can be set off against future
profitsbuyers may prefertoacquiretheshares so as togainthe future
taxbenefitsHowever thebuyer may ask thatHMGN, as vendor, provides
awarranty relatingtoany undisclosedliabilitietthe compaay.

Inthe caseof BTI we recommend thatHMGN advertisethe sharesforsale,
but be ready to consider offersfrom bidders who may have a strong

preferenceforan acquisitionf assets.Ifa saleof shares isnegotiated
HMGN needs toconsiderthe form of warrantiesitisprepared toprovide.

i e e .

BEST AVAILABLE copy
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Schedule 1

Balaju Textile Industry Limited
Going Concern Asset Based Valuation

NR
(000's)
Value of net assets including fixed assets at current value 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
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Balaju Textile Industries
Liquidation Valuation

Net Assets as per Adjusted Balance Sheet

(including fixed assets at current going concern value)

Estimated Profit or Loss on disposal and
collection of assets.

Adjusted Estimated

Assets Book Value Proceeds
Stock 4,096 3,072
Trade Debtors 327 o211
Other Advances 99 99
Land 20,969 20,969
Building 8,280 6,624
Plant & Machinery 21,289 5,446
Vehicles 53 40
Officer Furniture
& Equipments 40 20

Totals: 55,153 36,581

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

Net Liquidation Value

Schedule 2

000's

NR 36,382

Profit
Loss

(1,024)
(16)
Nil
Nil
(1,656)
(15,843)
(13)

(18,572)  NR 18,572

35,825
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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.

Information Memorandum Section 1
Page 1
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1.3 8&tatus 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 issuecd and paid up.

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

Share Held

Number z
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 RHCDC, 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 HMGN and available for sale total 28000. It will 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 purchase of HMGN's
shares. Howeverany decision to sell their shares shall rest with the public 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 polential purchasers to evaluate Lhe 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, Cbrporation Coordination Division,
Privatization Cell to obtain further information that may be available and relevant to a
purchaserof the Shares. Interested parties should not make any direct appi‘oach 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 selecled bidders with a view to finalizing a sale of the Shares to
that Bidder whose proposal is seen by HMGN to best serve Lhe objectives of
privatization.

(b) Bids must be received by the Ministry of Finance, Corporation Coordination
Division, Privatization Cell , Bagh Durbar, not Iater than 5 p.m. on 19a3,

(c) Bids are Lo be delivered in a sealed envelope marked "RHCDC 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 expressedin Nepalese Rupees,

(f) HMGN and the Company shall be entitled to enter into correspondenceor discussions
with any prospective purchaser prior to the final date for reccipt of bids and atany
time after that date. HMGN and the Company shall be under no obligation to act in
a similar manner to any other bidder oy potential bidder,
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(g)

(h)

(i)

(3)

(k)

2.5

HMGN 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 purchaser of
the written agreement for sale and purchase. Completion of the purchase shall then
take place in accordance with the provisions of that agreement.

" If the successfulbidder is a company, whether or not a private company or a listed

or unlisted public company, HMGN wmay 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.

If any doubt or obscurity arises as to the-sale procedure set out in this
Memorandumor any advertisementor 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 HMGN in its absolute
discretion.

This Memorandum and any contract for the sale and purchaseof the Shares arising
therefromshall be governed by and construed in accordancewith the laws of Nepal.

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

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)

(b)

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 representa liability of the Company. HMGN accepts no
responsibility for any such costs.

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

(i) Programmes to develop (he level of local expertise and ability at
management and worker levels,
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(ii) Ability of the bidder to introduce programmes increasing the quality
and 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 Comnpany will be operated properly after sale
and will play a part in the econonic 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 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 : HMGN is putting the.Shares up for sale on an "as is" basis. It is not
proposed thet 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 and operation of the Company and bid for
the purchaseof the Shares based on their own judgment.

(f) Government Consents: An agreement by HMGN/the Company to sell the Stares to the
successful purchaser will constitute approval by all departments of '"IMGN whose

consent is necessary to the acquisition of the shares by the success ul purchaser.
Nu separate applications for other approvals will be necessary.

2.6 Deposit

An amount equal to 90 % of the fec of R. 200,000 paid by the Party to reccive a copy of this
Memorandumwill be refunded (without interest)if the Party is unsuccessfulin purchasing
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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 he 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 § % 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 not made within the specified period
of tine, 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 the agreement
which the successful bidder will be required to sign. ilowever, 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 HMGN 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 Coordinalion 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
1993
1993
1993
1993

—

1993

Publication of Tender Notice

Distribution of Information Memorandum.

Last date for .receipt of bids.

Completion of evaluation by HMGN of bids received.
Negotiation with successful bidders.

Agreement and Payment of ceposit.

HMGN reserves thz right to change this timetable at any time.

H
1
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SECTION 3 : BUSINESS INFORMATION
3.1 GENERAL INFORMATION
3.1.1 Company Background

Hides are major raw materials for the leather and tanning industries producing
both semi-finished and finished leather products.

The need for hides became an important consideration with the advent of the
government’s policy on establishing a domestic leatherindustry in Nepal. The setring-
up of the first leather and shoe factory, Bansbari Leather and Shoe Factory (BLSF) in
1965- recently privatized by the Government~- followed by liberalization in this
industry over the years, led to the establishment of further 11 leather and tanning
factories in the country. :

With the evolution of this industry, there emerged 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 Hide
Collection and Development Corporation (RHCDC). Formed under the Company Act of
Nepal, the RHCDC was a joint venture between BLSF, Hetauda Leather Industry (HLI),
and the private scctor. The RHCDC is charged with the responsibility of collecting,
processing, und developing of raw hide leading to its sale to tanneries that supply to
the domestic market as well as markets abroad. Collection of raw hides is done through
RHCDC collection centers established in 60 districts of the country.

Towards the end of 1982, a year after its inception, RHCNC had collected,
processed and sold over 77,000 picces of rawhides. In the fiscal year 1991/92, total
sales surpassed 215,000 pieces, showing an annual growth rate of 18% over the last 10
year period. Having experienced losses in its first few formative years, RCHNC
reported significant profits in the last 8 years until July 1992, The organisation is
likely to report a loss for the year ending 1992/93,

RCUDC has a total of 300 collection centers, 14 regional & branch offices and 23
subbranches scatteredin 60 districts of the country. These representa total land arca
of ubout 16.5 Ropanis. Major towns where the corporation has landholdings include
Rathmandu, Pokhuara, lletauda, Butwal, and Dharan with a total of 2.5 Ropanis in
Kathimandu only.

3.1.2  Economic Significance

The Corpuration was established with the objectiveof assisting in the promotion
and developmentof the shoe and leather ind ustry in Nepal. It now collects almost all the
raw hide required by the 11 large size tanneries in the country. As the only major
collector and provider of raw hides— due to the extensive nature of its collection
capabilities—, the RHCDC has played an important role in the rapid growth Lhat the
leather and shoe industry has experienced in the last few years.

The demand for rawhides is in the neighborhood of 400,000 picces. RICDC was
able to supply only 215,000 picces in the fiscal year 1991-92. IL is anticipated that
privatization of this corporation will lead Lo increased collection of rawhides tha tcould
Le made available o the tanneries - which already have an instalied capacity Lo
process 300,000 units.

In view uf the fuct that the leather industry has still remained labor intensive,
with signifcant cost advantages 10 be achieved through cheap labor sourcing,

privatization of the RUCDC will cnhance the export potential of Nepalese leather
products and fucther merease furcign exchange carnings,
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3.1.3 Capability Profile

3.1.3.a Grades of Hides Collected, Processed, and Developed by RICDC for

Purchase by Tanneries

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

they ars= dead.

The hides collected, processed, and develo

sizes as shown in the table below.

ped for purchase by tanneries fall in

Shape Buffalo

Cows

a. Extra lLarge 32 sq. feet or more

0. Large 24-31.995q. feet 23 sq. feet ar more
c. Big 18-23.99sq. feet 16-22.99 sq. feet
d. Medium 12-17.99 sq. feet 11-15.99 sq. feet
e. Smal} 6-11.99 sq. feet 6-10,99 sq. feet

4-5.99 sq. feet

f. Extra Small 4-5.99 s¢|. feet

(Classification based on structure of the hide, its grain pattern, and size)

Grade 1: Hide of healthy cattle with ful 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 deemcd as acceptible:

i. A cut or hole not exceeding 1 sq. inch in depth
ii. A wound, or a scar, or loss of hair not exceeding | sq. inch
in area
iii. a small portion of the side of the hide damaged or eaten Ly
worms
Grade 3: Full size; I'tesh and adequately preserved; having no morce than 3

ol the following defects, and also with J/4thof the otal size intact:

i Lranded or with attached lecal deposits
i, scratches an one side
iil. smull part that is rotten or decomposed
v, any other defects mentioned in Grade 2
Grade 3: Rawhides of this grade have more seratches, and their grain

structure is non-aniform. Following defects may also cause the
hide 1o be classified under this grade.

i 1 5q. foot decomposed

1. Hide prescrved by wrong method but could still he
preseyed

1. Hides with defects mentioned in Grade 2 and Grade Yabove

bul having 2/3 part intact e
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3.1.3.b Types of Processed llides Generated from Tanneries Once Received from
RHCDC in Raw Form

a. Wet Blue (Semi-Finished)

b. Crust Leather (Processed)

c. Finished Leather (Fully Finished)
J.1.4 Corporation Outputs

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

3.1.5 Sourcesof Information

The information for this appraisal has been obtained from interviews with
previous Company management, the managementof the two major tannery units, and an
expert who previously served as Chairman of RHCDC and is now with the Leather
Industries Co-ordinatijon Cell of the Ministry of industry.

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

¥ Iiterviews with previous management.
* Review of all the docaments and information provided by the company.
* A review of the processesand methods for collection, processing, storage,

and distribution of raw hides.

* An assessmentof the organisation structure and arrangunents as well as
the management information systems and the human resources available
to the company.

¥ Data provided by the factory management.
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3.2 MARKET INFCRMATION
Demand Variables
3.2.1 Consumer Variables
End Users ,
All the ruwhide collected by the RHCDC is sold to the 11 tanneries that further
processit to 3 different kinds of products that are then sold domestically as well as in

the foreign market.

The three different products being made are:

a. Wel Blue (Semi-Processed Hide)
. Crust Leather (Processed)
c. Finished Leather (Fully Processed)

The tunnerics export over 70% of their products to foreign markets and 30% is
consumed domestically. Of the total quantity of preducts exported, 60% comprises the
wet blue varicty, 304 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 shoc
production, and other products— not produced in large volumes— that include portfolio
bags, and belts mainly for the army and the police force.

3.2.2. Quantity Consumed

The annual requirement of the 11 large tanneries in Nepal is in Lthe region of
400,000 pieces. They depend on the RHCDC for virtually all the supply of rawhide.
Thercfore, the total supply of 215,000 pieces by the RHCDC is immediately consumed by
Lthe tunneries.

3.2.3. Compelitor Variables
3.2.3.. Markel Shares

Until threc years ago, the RHCNC was the only agency empowered to collect raw
hide from around the country. Wilh the relaxation of government policy in 1989, and
Lhe allotment of licenses to others, raw hides are now generally collected in three ways:
a) by RHCDC, through its organized and independent collecticn centers established
extensively all over the country, b) directly by the tanning industries themselves, and
¢) through mauny local collectors who are generally appointed by the tanners, but in
some cases Lhey woi K independently, selling hides and skins to tanneries on a piece
rate basis.

RUCDC dominates the market in the collection of raw hides. Raw hides collected
by others are . ery low and can be decmed as negligible. Nowever, in Kathmandu the
competition is heen as there is 4 sizable baffalo population being slaughtered for meat
consumnption,

3.2.4 Availability of Raw hides
3.2.4.a Historical Indicator:

Since the KHCDC happens to be the dominant collector of rawhides in the
country, its collection ability can reflect on the majority of rawhides available in the

country. Howevcer, based on analyis of recent studies carried out by the Ministry of
Industiry, and interviews conducted with industry experts, the potential availability
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of hides is substantially higher than currentl
Experts have indicated that over 400,000 pi
annually to the industry in the next 3 years i

they exist today.

The low rates of collection are attribut
of collectorsto reach inaccessibleareas due t
lack of enough collection centers in strate
below and the analysis of the market for raw hides have taken these constraints into
It is more a issue of productivity and efficiency of collection that need to be
to reach the uncollectible amounts. Therefore,

account,
enhanced

ownership and management into R

rates.

‘The table below highlights the generation of raw
cattle and buffalo in Nepal, the offtake of hides,
and productivity of collection of RHCDC.

by RICDC,

Livestock Population of Nepal, Offtake of Hides, Total Hides

Available, and Hides Collected by RHCDC (in ’000)

y being acqu_ired for use by the industry.
eces of ra\\'hldps could be inade available
f the collection rates were higher than

able to poor transport facilities— inability
o lack of proper roads and highways—and
gic locations. However, the numbers cited

it is hoped that private sector
UCDC will help in significantly increasing collection

hide based on the population of
hides collectible, total hides collected

l 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. Hides Available . I
Offtake basis
~Buffalo-12.2% 360 366 367 371 373
-Cattle -2.8% 178 176 176 175 175
c. Total Raw Hides
Available 538 542 543 546 548 ,
d.Total Raw Hides
Decmed Collectible Based
orn Accessibility R0y JoY 310 311 KN 3]
e. Total Collectled H
by RHCDC 129 168 170 184 215
f. Total Collected
by Others (5%) 15 15 15 15 15
£. Raw Hide nut
Collected by 178 141 139 127 97
__Ruene ' .
h. Colln, Rate (%) 42 54 SS 50 08
(RHCOC) .

Cominents:

a. The livestock population in Nepal was oblained from "Livestoet and Fishery", Pasrt
2 of the Statistical Report of the Agriculture Information Division, Department of
Agriculiure,

L. The calculation of off-take amounts of rawhide from the total cattle and hulfalo
population is based on wortality /slaughter rates obtained rom "Leather and lLealher
Products Sub Sector Study: TPC/ISC 1US0), Ministry of Industry. The off-take [igures
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for both these aninals 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 from
India for slaughter- owing to a high demand for buff meat in Kathmandu. Due to the
absenceof an organized meat production industry in Nepal and free-bordertrade with
India, there is no account of the number of buffaloes being brought into the country
for sluughter, 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 the
country. Poor transportation facilities, lack of proper roads, and the vagaries of the
weather make it difficult to collect raw hides from remote locations. The analysis
revealed a totul of 43 district locations that could be deemed as accessible and where
raw lides could be collected with easce. Based on this assessment, it can be reasonably
assuumed that 57% of the total rawhides available can be collected.

e. The total raw 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. As partof &
policy change announced by the government in 1989/90, RHCDC no lons:er has this
authority. Though other players such as the tanneries, and independent collectors,
¢tlc. have undertaken collection on their own, the number collected is still very small.
Further, though there is no data (o support this claim, it is often suggested that raw
hides (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’s
trade palicy has identified raw hides as & product banned for exports.

RHCDC can collect all the accessible raw hide available if collection rates are
Letter and the collection operation is more efficiently handled. Morcover, the amount
smuggled is low and can be stopped once Lhe private sector takes over RHCDC and is
able to better compensate the collectors.

3.2.4.bL. Future Trends

Since the potential availability of raw hide in the future will depend on the
growthof the population of cattle and buffaloes, Lthe estimation of their population, the
total hides availuble and deemed coliectible, and increase in RHCDC collection centers
is being wade based on the folowing:

With the improvement in road infrastructure, modes of transportation, and
efficiency of collection in the coming years, there is bound to be an increase in the
availability of raw hides as the remote locations of the country become increasingly
accessible.  Alsu, as collection rates in major towns become higher and government
begins to further facilitate organized meat production, raw hide availability would he
much more than the nwnbers being envisioned in (e table below.
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Projection of Liveslock Population of Nepal, Offiake of Hides,

Total Hides Likely to be

Made Avuilable, and Hides that could be Collected by RICDC (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 47 365 383 406
72% in § years) .
e. Totul Likely to be
Collected by RHCDC
(Collection rate
inireasing 5% every 291 271 Jjo2 337 373
year to reach a total of
93% in 5 years)
1

Conments:

a. A 0.6% annual growth rate in the buffalo population has been assumed for the next
5 years. This is based on an averageof the growth ratesover the last 10 years. At this
timz, the projections do not take into account the total number of buffaloes imported
from India for slaughter into Nepal. The cow population in the country has been
declining. Reasons cited are the movement of the older cows to India where they would
fetch very high prices. Also, though the goverment has introduced measures to
increase quantity and quality of livestock through better breeding and vaccinations,
cte, this analysis assumes an annual decreaseof 0.2 of the cow population.

b. The calculation of off-take amounts of rawhide from the total cow and buffalo
population is based on mortality/slaughter rates obtained from "Leather and l.eather
Products Sub Scctor Study: TRPC/1SC 1980, Ministry of Industry. The off-take figures
for buth these animals are very much on the conservative side. Thix is more so in the
case of the buffalo, as there is 4 sizable number of these animals being brought in from
India for slaughter, and the numbers on the livestack population do not reflect this
port,

¢ Total rawhides available are calculated hased on mortality/slaughter rates described
above,

d. ‘The government has been attaching high priority for road development. Emphasis
is being placed 0 make the country as accessible as possible. It is anticipated that
over 54 district locations will become accessiblein the next S years. This would result
in 72% of the wital available rawhides becoming collectible by 1996/97. An annual
increasc ol 3% accessibility is being assuocd for Lhis analysis. (D !



€. RHCDC had & collection rate of 68% in 1992 which increased significantly from the last
few years because of the increase in collection centers. However, the collection per
employee was still very low. Itis anticipated, with privatization, nore efficient met hods
of 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, RHCDC was the only agency empowered to collect raw hide
from around the country until 1989. With the relaxation of government policy, and the
allotment of licenses to others, raw hides are now generally collected in three ways: a)
by RHCDC, through its organized and independent collection centers eslablished
extensively all over the country, b) directly by the tanning industries from the
butchers, and c) through many local collectors who are generally appointed by the
tanners, but in some cases they work independently, selling hides and skins to
lanneries on a piece rate basis.

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

llowever, the competition for raw hide collection in the Kathmandu valley has
been increasing appreciably. There is one private sector tannery that has the license
Lo collect rawhidesin the valley. This operator has been collecting on an average about
15000 raw hides annually (at the rate of 50 hides per day).

Another tannery, Bansbari l.eather and Shoe Factory— previousiy government-
owned but now transferred to the private sector— was granted the right by RHCDC to
collect rawhides on its own by way of 4 royalty basis. It collectsover 15,000 (at the rate
of 50 per day) rawhides from the local butchers through its own personnel and
cquipment.

3.2.6 Markeling Analysis
3.2.6.4. Strengths

RHCDC possesses a number of strengths that makes it a very atiraclive
proposition for investment. These are:

a. Its established history and structure of ownbership: Over 12 years in operation and
jointly owned by the government and major private sector tanneries in Nepal.

b. Extensive Networ k: RHCDC has an extensive network of collection centers that have
been sel-up to facilitate raw hide collection afl over the country. ‘The table below lists
Lhe location of its branch offices and collection centers by region.

No. Region Branch Subbranch Collection
Centers
l. Easl_t_:rn 2 6 hY|
2. Central 6 6 98
3. Western 2 i1 £8 )
4, _Mid Western 2 3 S
5 darwestern |1 - 2
) TOTAL 13 26 300 _
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c. Dominant Pravider: RHCDC dominates the market in the supply of rawhides to the
tanneries. It enjoyed a4 monopoly status until 4 years ago following which others were
allowed to enter the collection market. With the size of its resources, RHCDC still
remains the major provider of raw hides in the country, :

d. Availability and Quality: RHCDC, through its 2 major supply centers in Hetauda and
Itahari, has been able to guarantee availability of raw hides to the tanneries scat. ered
in all the parts of the country. As part of its developmental functions, the RHCDC has
been focussing its synergies in the areasof extending collection activities, as well as
improving slaughtering techniques. In the fiscal year 1991/1992, the Corporation
received an assistance of Rs.2,300,000 from the European Economic Community (EEC)
funded STABEX project being implemented by the Trade Promotion Center. This amount
has been utilized for the purchase of land té establish a model slaughter i:ouse- aimed
at helping the farmers, butchers, and other providers to improve slughtering
techniques; and extending collection activities in remote locations.

3.2.6.b. Weaknesses

The weaknesses of RHCDC lie wore in the management’s inability to streamline
collection and handle the logistics of company operations. This does not in any way
challenge the capability of the existing management, however, it is a reflection on
public enterprise management skills that do not necessarily augur well with those of
Lhe privatle sector. Private sector management will be able to invest its resources
Judiciously to enhance the efficiency of the company’s operations.

3.2.6.c. Opportunities

Tirere are a number of opportunities for RHCDC that can be capitalized to the
company’s advantlage:

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

L. Increase in collection rates by S% can result in over 12% increase of rawhide
collection.

¢. Emphasis of the government to provide increasing access to inaccessible regions in
the next few years will further increase collection rates,

3.2.6.d. Threats

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

da. Even though exportsof raw hides (including dry salted) is banned, there are reports
of these being smuggled into India due to the high prices they are able to demand in
that marhet. Such « practice could be stoppedonce the private sector takes ove KHCDC
ad is better able Lo compensate the collectors.,

b. District Developuent Authority act: DDC regulation has authorised concerned DNC
Lo gu on contract with contractors for the collection of raw hides taken off from dead
cattles.

¢. Liberal policy of government may attract other organised firms 1n the business
depending apon the availability of raw hides and profitability on business.

3.2.6.c. Critical Success Factors
The factors critical to RHCDCs Tuture marketing success are: G 3

its capability to further inerease the cfficiency of collections



- invest in equipment and vehicles that can help improve collection
methads,

- 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

RHCDC is well established to serve the needs of the tanneriesin Nepal. It has an
extensive network of collection centers dispersed all over the country. The quantity
of raw hide sold by RHCDC 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 narketing reasons as to why the
company should not continue to be competitive, ~



3.3 ORGANISATION AND ENGINEERING APPRAISAL
PRESENT SITUATION
3.3.1. General Comment

The setting-up of a leather and shoe factory, BansbariLeather and Shoe Factory
(BLSF)—recently privatized by the Governmnent— in 1965 with the assistanceof People's
Republic of China and further liberalization in this industry has led to the formation
of 11 leather and tannery units in the country. With the evolution of this industry,
there emerged 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, estublilished the Raw Hide Collection and Development Corporation (RHCDC).
Formed under the Company Act of Nepal, the RHCDC was a joint venture between BLSF,
Hetauda Leather Industry (HLI), and the private sector. The RHCDC is charged with
the responsibility of collecting, processing, and developing of raw hide leading to its
sale to tannerivs that supply to the domestic market as well as markets abroad.

RHCDC has currently benefitted from the EEC funded STABEX Project
implemented by the Trade Promotion Center Center. An amount of Rs2,300,000 was
approved by this project for the purchaseof land to establisha model slaughter house-
aimed at helping the farmers, butchers, and other providers to improve slughtering
techniques; and extending collection activities in remote locations.

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

The Corporationis a dominant supplier of rawhides Lo the tannery industry. 30%
of the hides collected and processed for use Ly the tannery industry are of the buffalo,
and 20% are those of cattle.

The RHCOC carries out 2 functions as part of its ongoing operations. TFirst, it
collects raw hides from 60 districts of the country. Second, the raw hide collected is
brought to one of its 300 collection centers where it undergoes a process of
prescrvation. tmce the preservation operation is completed, the raw hides are then
transported to its sapply centers/godowns from where it is sold to the various
lanneries.

Significunt aspects of RHCDCs present situation include the following. The
corporation:

* las sold over 600 hides per day lo the tanneries,
+ Has 300 collection centers in 60 districts of all the 5 regions of the country.
¥ Operales 2 large and 7 small supply centers/godowns Lhat sell raw hides (o the

tauneries, Tanneries in the eastern part of the country are served by the
corporation’s large godown lacated in ttahari while the central & western pari—
having the highest demand— is served by the godown located in Hetauda, The
7 small godowns have been set up o provide raw hide to those with limited
access o the 2 major ones.

4 Is well placed to service the entire market for raw hides in Nepal. The main
demand is apparently gencrated in the city and other S districts with 11 major
lanneries. The level of demand is reported as being such that the corporation
cannot callect enough raw ludes to meelt it

4 The corproation is able to el practically all it colleets and processens and i
victowally producing to order, ("
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¥ It has a 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 characteristicsof the land owned being:

a. 2.5 Ropauni of lanb is in Kathmanau itself.

b. In the Terai area, the corporationowns 13.0 ropani of land.

RHCDC’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
Eastern Region 51
Central 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 memorandun.

3.3.3 Organization and Staffing
3.3.3.4. Organization

The corporation is governed by a Board of Directors that comprises: a) the
Secretary, Ministry of Industry- acting as Chairman, b) a representative from the
Ministry of Finance-acting as member, ¢) shareholder representative from the private
seclor-acting as o member, and d) the general manager- reports to the board and also

acls as its member secretary.

The Gencral Manager has under him a Manager who reports o him on all
functions of the company. The manager has under him the various functional
departments as well as the branch offices.

The funcional departments are located in the head ofTice at Hetauda, and they
comprise the folowing:

a. Administrative Depactment
b. Accounls Department
o Internal Audiv Depas timent (9 (p

d. Business Department



There arc a total of 14 regional / branch offices in the 5 regions of the country.
These 14 regional/ 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 enployees” or
as "permanent employees" under the conditions of corporation service. The number of
people that can be eniployed 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 5§39, 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 134 work on a daily wage basis.

Staff nummbers were reported as follows:

MANPOWER GRADES AND NUMBERS*

POST GRADE NUMBER NUMBER
AUTHORIZED APPOINTED |

, Permanent Temporary |
W GENERAL MANAGER SPECIAI. 1 | -

MANAGER 10 1 - -

ASST. MANAGER 8TH K} - -

SENIOR OFFICER 7TH k) 3 -

OFFICER 6TH 8 4 -

SR. ASSISTANT STH 15 10 9 y

ASSISTANT 4 4TH 47 26 24 (1 mw)

ASSISTANT 3 3RD 16 9 17 (5 mw) |

ASSISTANT 2 2ND 18 - 36 (3 mw) 1

MISC. 1ST J6Y 38 #351(90 mw &

134 dw)

DRIVER - 3 - R]

LABOR - Q9 8 -

TOTAL | 493 99 440
NOTE : (#) These numbers are approximate & chang with change of total number

ol collection centers depending on availability of raw hides.
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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

FNTERNAL AUDIT 4 4
BUSINESS DEPT. 5 5
BRANCHES 28 164 192
GODOWNS 12 10 300 322 w
TOTAL 64 11 464 539 J




3.3.4 TIE PROCESS OF COLLECTION, PRESERVATION AND SALE
3.3.4,&. General

It is understood that RHCDC 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 pu t on trucks, or any other suitable form of transportation,
and transported over to the collection 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 the preservation techniques, salt is applied tc the hides
and these are then stored for sale to the tanneries.

The main restriction to the increasesin 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 metiicds for extracting hides.

3.3.4.b. Raw Material
i. Raw Hide 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— termed 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 epiderinis and sub-cutis layers are removed
from 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 alinost all the
country’s requirements from India.

Over 75% of Lhe total annual requirement of salt is procured from the Sait
Trading Corproation and its dealers, whereas the rest is procured from local retail
outlets. RHCIX® 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.

3.34.c. The Process of Preparation of Raw lide for Its Use By the Tanneries
i. The Collection Process:

Raw hides are collected from the sourcoe— farmers, butchers, and others— by
RHCDC personnctand brought to Lthe corporation’s collection centers. Theredrea total
of 300 collection centersalt over the country, however, somecf the regionaland branch
offices also serve a sinilar function, thereby making it a total of 333 locations that can
serve as collection points.  Most ol the collection stafl are temporary employees-
working on daily and monthly wages. The corporation has a fleet of 2 trucks, 14
motoreycles, and 200 bicycles that are used for collection. The trucks are used for
collection and transporting of raw hides primarily in Kathmandu and Hetauda.

(.



Motorcycles and bicycles serve as suitable forms of transport for collection in other
locations, specially the ones that ure in remote areas. '

ii. The Flaying Process:

Usually, the process of flaying of the buffalo and the dead cow, is done by the
farmers, butchers, and others themselves. However, RHCDC 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 cach
employee carries with him,

iti. Fat Removal, Wushing and Trimming:

Once the 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 the mat being uniform. The mat can
be used for the preservation of 50 hides at a time after which it is replaced. The
inclined platform has & height of 4" on one side and 14" on the other. The hide is then
placed on this mat—flesh side up— with the tail portion on the upper sideof 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, and then it is thoroughly cleaned with
water and trimmed into uniform shape before getting on to a the next pracess.

iv. The Process of Preservation:

Raw hide collected by the RHCDC has to undergo a preservation process within
6 hours 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 tannerics.

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

iv.ia.  Wet Salting
iv.b. Drying

iv.c.  Dry Salting
ivia.  Wet Salting

The wel salting technique is one of the best techniques for raw hide
preservauon,and it helps to restore the quality of raw hide for longer periods ranging
from 1.5 0 2 months. 1tis the wost extensively used process by the RHCDC,

[ this process, saltis applied over the entire surface of the raw hide kept over
a wmal placed un the inclined platform. The salt used is slightly bigger than sugar
crystals. The amount ol salt requiied for this process depends upon the size of the raw
hide. Salt to be applied, should Le uned in a proportion of 25-30% of the total weight
of the raw hide 10 be preserved.
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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
I ' Buffalo Cow
1. . Extra Large 7 -
2. Large 5.5 5
I Big _ 4 3.5
4. Medium 4 2
S Small 1.5 1.5
6. 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
done under normal sunlight, but, in an area that is shaded and protected from sun
rays. If placed directly under the sun, the outer portion will dry up quickly, whereas
Lhe inner portion will start to decompose due to the wetness.

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

iv.c  Dry Salt Method:

This processis a combination of both the above stated methods, starting with the
wet salting method and followed by the drying process. It assistsin prolonging the life
of the preserved hide, thereby further increasing the number of days that the 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 buy raw hides processed through this method.

v. Storage:

After the wet salting process— used mostly by RIHCDC— the raw hide is placed in
a storage area protected from the sun and rain. About 75-100 raw hides carn ve piled
on tup of each other in a single file. Storing of raw hides on top of cach other also
results in the secretion ol the remaining water content that might still be present on
the Lide’s surface.

The raw hides can be stor.d casily for a month, however, the same should be
directed Lo the tanaeries in 15 days. (f the raw hides remain in storage for more than
a month, they have to be re-salted every 3-4 days thereafter,

Lach of the 14 branches— having their own set of sub-branches and collection
centers—also have storage houses where the prescerved hides are stored priorw their

sale Lo Lhie tLanneries. '] \



3.3.5 Comment on the Process of Collection and Preservation of Raw llides
for Delivery to the Tannerices

The table below indicates the location of branch offices of RHCDC with the
numberufgodowns sub-branches,and collectioncentersin each; no. of employees; and
hides collected in 1991-92and 199"-—91

Branch Locatiun Rumber Employees . Hides
‘ Collected/Year
G SB, ccC Mgrs. Wkrs 91/92 92/93%
1. Itahari 2 ) 35 8 35 18603 14,583
2, Lahan - 2 47 5 47 12536 7,651
J. Janakpur 2 2 34 8 34 22737 lS,OJGﬂ
4, Gaur _ ] - 16 4 16 5695 4,460 I
5. Kalaiya - - 10 2 10 4126 3,478 I
, 6. Birganj - - 11 3 11 6184 6,082
7. Hetauda 1 1 4 20 12 9876 8,138
(includes head
office)
8. Kathmandu - 2 16 9 18 20247 21,204
9. Pokhara 1 4 43 6 45 25069 19,970
10. Bharatpur 1 - 10 3 10 5024 4,788 I
I} 11. Butwal - |4 48 1 49 27473 24,425
12. Dang 1 2 29 6 30 13646 11,001 |
| 13. NepalGas,, - ! 17 4 18 8994 '5,024
l4._9_!|angllal'i - - 9 2 10 3820 3,741 d

* Number of hides collected shown in table for 1992793 mcludes collections for first 10
months.

Note: Number of collection centers keeps on changing dependmg orni.availability of raw. T

hides in Lthose areas.

Bres o s anr ARy

{(G-godowns, SB-Subbranches, CC-Collection centres)

The process of raw hide collection and preservation is not a-very complex one,
therefore, the nead for sophisticationin the operationsis not thdl warranted. However,
there are certain conunents that can be made about the companv s operations. Firstly,
the means for collectionof raw hide could be improved. A major partof the motorcycles
and bicycles available for collection in other areas are old and a major partof them are
non-uperational. he nwber of light conmercial vehicles ava®™uable for collection could
be increased.

A betrerassessmentof the locations of collection centers needs ta be carried out.
It has Leen observed that a nuniber of these centers are not economically viable, as the
total number of hides collected there do not justily the total number of employces
present. Therefore, consolidationof some of these centers will lead Lo better coullection
rates and incieases in profitability.

I is alsu pussible to improve the outpul of hides collected per employee by
incteasing the camnacitv tao collect hides Some rednetiong in the staffine leved also iy
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be possible. The present employe¢e productivity of hid.:s collected per day could be
more than doubled. However, some investments in betier collection modes will be
needed.

Significant improvements can also be made by:

x Upgrading staff skills, knowledge and motivation

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

¥ . Better handling of collection and distribution logistics.

In the area of raw hide preservation, it was observed that the consumption of
salt per hide has been increasing significantly over the year. The cost of salt per raw
hide incurred by RHCDC has been increasing every year at an annual conpounded rate
of 23% whereas the increase in the price of salt over the same period has been in the
range of 7.5% annually. There appears to be a considerable amount of waistage in the
consunptionof sait, thereby further increasing the procurementcost for raw materials
and cost of goods sold. With the privatization of RHCDC, it is hoped that this practice
will be corrected. It is also anticipated that the private sector will negotiate directly
with 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 is

collected, has o be increased. Raw hides being smuggled to India— as reported- can
be controlled once these people are able to get a better price for the raw hides.

7%



3.4 FINANCIAL INFORMATION
Historical Trading Results

The Company’s trading results before tax for the Four years ended 15 July 1993 are
summarized below. The results and the balance sheet figures shown below are taken
from the 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
montls i.e. 1'3 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 49,050 39,105
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.Income 14 15 28 129 328
Non-operating
Expenses _(123) {366) {526 163 _000
Profit(loss)
Before Inlerest 572 2,183 3,130 1,728 (779)
Interest Expense 159 248 136 264 172
Pr()fil( Loss ) ====== z===z== ====== ===== =====
afler Intlerest 413 1,935 2,994 1,464 (951)

Balance Sheet

The Company’s balance sheet position is summarized below.
e .

Sources of Funds 1989 1990 1991 1992 1993
Capital 2,647 4,740 4,746 4,746 4,740
Reserves & Surplus 1594) 245 3,619 4,529 3,578
Loun tunds 1,210 610 Glo 2,352 2,096

‘Totad __31263 5,601 8,975 11,627 10,420

Applicatiun of Funds

Fixed Assets ‘ 2120 2,599 4,255 6,186 7.102
lLess Depreciation 450 661 944 1,254 1,011
Net Fixed Assels 1.u70 1,938 3,271 1,932 5,531
Investuents 0 (1] 500 500 00

Current Astels 2,502 6,141 9,211 10,993 11,2064
Less Curcent Liatihities 409 2,478 4,007 4,798 6,595

TOTAL: 3,263 5,601 8,975 11,627 10,420
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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 nuniber 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
neture of the adjustments.

I At 13 May Adjusted
Sources of Funds 1993 Adjustments Note Position
Capital 4,746 4,746
Reserves & Surplus © 3,578 1,636 (1) 5,214

1]

TOTAL Sharcholders 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 | --e=- 500
Current Assets 11,264 (1,825) (3) 9,439

{ Less Current Liabilities

{6,895) 462 (4) (6,433)
TOTAL 10,420 1,636 . {2,056 I

Notes
(1) Reserves and Surplus Adjustment of R. 1,636 is the surplus amount of
various adjustments effected in the assets and liabilities of the Company.

existing use value of the assels of the Company as per the valuation
reports:

[Land has been revalued to its market value as bare land R. 4,406.
Buildings, Vehicles & ather Fquipments have been revalued to their
existing use value, R, 4,144,

(3) Current Assets Adjustment of R, 1,825 is the aggregate of the following:

o - Rs
- unrecoverable staff loans & Advances 76
- Advance Income Tax adjusted against
provision for Income Tax 1,749
1,823



(4)

(5)

(6)

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 A
provided in the accounts 1,237
Net adjustment 462

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

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

Realizing that the leather industry has still remained labor intensive, with
significant cost advantages to be achieved through cheap labor sourcing, the
governnient is giving all the required inducenments 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 19% 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 move 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 carnings.

Thereis 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 rawhides) is not 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 contain provisions governing employment in Nepal.
These include preferentialemployment of Nepalese nationals, hours of work, procedures
for termination of employment, welfare of employees, personal grievances by employees,
wage fiaing, change of enterprise ownership and closure of business operations.

4.5 Obligation of Bidders to Seek Advice

Those persons who are interested in purchasing the business may seek
professionaladvice on the matters set out in this section and be satisfied, based an .lhal
advice and Ltheir own judgenient, that any proposal for purchase and operationof the
business conforms with HMGN 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 agfeeing to provide us with the Information Memorandum(s) dated
» 1993 relating to the sale of HMGN’s Shares in RHCDC 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 ahy emplovee or third party, we
will prior to making such disclosure procure that such employee or third party
unconditionally agrees to be bound by the terms of 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, anyv
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 possessionor 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.

S. 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 abave will continue in full force and effect
notwithstanding any omission, event and/or matter, except with respect to any
interest we purchase.

As a separateand independent undertaking we will indemnify His Majesty Government of
Nepal, RHCDC and their respective officers, empiayces, advisors and agents against any
loss. cost, claim, damage, expense, liability, proceeding or demand which they or their
respectiveofficers 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

Posilion : S 7 g




To:

W

6.

Appendix 2

Form of Bid
PRIVATIZATION OF MANUFACTURING PUBLIC ENTERPRISES
HIS MAJESTY’'S GOVERNMENT OF NEPAL
BID FORM IN RESPECT OF THE BUSINESS OF
RAW HIDE COLLECTION AND DEVELOPMENT CORPORATION

His Majesty's Government of Nepal
Ministry of Finance

Corporation Coordination Division,
Privatization Cell, Kathmandu, Nepal

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 accordancewith the provisions of
the information memorandum dated _____ 1993.

The full names and the addressesof the bidder ("Bidder") is:

Name

Address:

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

The Bidder confirms that it is acting as :

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

* [delete as in applicable]
The value which the Bidder ascribes to Lthe Sharesis Nrs | 1y

The Bidder understands that if agreement is reached with HMGN for the purchase
of the Shares. HMGN shall be entitled to make it a condition of 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 conditions as apply to the purchase of HMGN's

shares.
gk



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]

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

(a)

(c)
(d)

(e)

(f)

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

Details of the commercial experienceof the Bidder.

The advantages/benefitsto the economy and development of Nepal which the
Bidder considers will accrue as a result of its acquisition of the Shares.

Any amendments proposed by the Ridder to the draft form of agreement for
sale and purchase set out in the information memorandumn.

Any special conditions attaching Lo the Lid.

The Bidder proposes to finance the purchaseof the Sharesin the following manner.

The Bidder confirms that it can complete the purchase in accordance with the
timelable scet out in the information memorandum,

Q0



10. The Bidder : (a) acknowledges that neither HMGN nor the 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 HMGN 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 referredtoin paragraph
8 of this form.



Appendix 3

His Majesty’s Government of Nepal
(HHIMGN)

(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.

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

AGREEMELNT

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 1In 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.

v
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3.
3.1

4.1

{c) Headings are for convenience only and shall not affect interpretation;

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

SALE AND PURCI[AS'E OF TIIE SIIARES

HMGN 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.

PURCHASE PRICE

The purchaée pricefor the Shares shall be an aggregate amount of NR

PAYMENT

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.

If from any cause whatever (excluding the default of HMGN under, or failure by the
HMGN to comply with, any provision of this agreement) any portion of the purchase
price for the 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.

COMPLETIUN
Completion of the sale and purchaseof the Shares shall take place not later than {2
noon on the Completion Date at the offices of the Ministry of Finance, Bagh Durbar
Kathmandu. :

At Completion;

(a) Title tc the Shares and possessionof the Shares shall be given by HMGN and
RHCDC accepted by the Purchaser:

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

(c) HMGN shall deliver to the Purchaser:
(i) A memorandum of transfer of the Shares;

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

All such documents referred to in clauses 5.2 (¢) (i) and (ii) to he prepared
by the Purchaser and submitted to the Vendor in sufficient time prior to the
Completlion Date to enable execution by HMGN.

AN
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7.2

7.3

(d) The Purchaser shall pay or satisfy the purchase price for the Shares in the
manner specified in clause 4.1.

INFORMATION ETC
In the period prior to Completion, iMGN and RHCDC shall provide the Purchaserand

its duly authorized represeatatives with access during the RHCDC's normal
operating hours to the Business Records and the Business Premises to enable the

" Purchaser to familiarize itself with the affairs of the Company.

WARRANTIES AND UNDERTAKINGS

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 otlier adverse interest of any
nature whatsoever.

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

The Purchaser acknowledges that it is entering intc this agreement, and agreeing
to purchase the Shares pursuant to this agreement, solely in reliance on its own
Jjudgment and inspection of the RHCDC Business and assets and not in reliance on
any statements, warranties or representations made (o the Purchaser or to any
other perscn by or on behalf of HMGN and. save for clause 7.1, all expressor implied
or other representations and warranties are hereby expressly excluded to the
maximum 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 ma~¢, or is making, any representationor warranty, expressor implied,
as lo the accuracy or completeness of, or otherwise in relation to, the
Evaluation Material;

(b) none of HMGN, the Advisors, RHCDC or any person on behalf of any of them
has given, or will give, any representation or warranty as to the future
prospectsof the business of RHCDC;

(c) none of HMGN, the Advisors, RHCDC 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) reither the provision of any Evalualion Material, nor the entry by the
Vendor into this agreement constitutes any representation, warranty or
undertaking (express or implied) that the Evaluation Material was or is
corrector that there has been no change in the business, affairsor financial
slate of RHCDC either before or after the date of the provision of the
Evaluation Material to the Purchaser or its agents or advisors;

(e) the Purchaser has made ils own enquiries and satisfied itself (after laking
all such independent advice as il has considered necessaryor desirable) as
to all matters which are relevant (whether materijal or not) to its decision to
enter into, and perform its obligations under, this agreement,

4
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8.2

For the purposes of this clause 7.3 the expression "Evaluation Material" means all
information (whether written or oral and held in any mediun) 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 HMGN or any cdepartment of HMGN, the Advisors, RHCDC
or any of their respective officers, directors. employees, shareholders, affiliates,
agents or advisors.

EMPLOYEES

The Purchaser shall ensure that RHCDC shall continue to employ such of the
employees of the Vendor as are engaged in RHCDC 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 compensationand gratuity) than
thoseat presentenjoy=d by such employees, but subject to the provisionsof clause
8.2.

(Notes

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

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

(%]

HMGN’s present intention is that redundancy costs will be met by RHCDC.
that HMGN will accept responsibility for agre<ing any redundancy package
with employees and that RHCDC will retain liability for pavment to employees
of accrued gratuity and leave compensation at Completion Date).

RIGHTS OF VENDOR

If the Purchaser defaults in the performiance of any of its obligations under this
agreement then HMGN may. after giving to the Purchaser 3 days® notice in writling
of such defaull 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 agreeiment and in Lthat cvent any monevs paid by way of deposit
or installments of purchase price shall he absolutely forfeited to the Vendor;

b) Re-sell the Shares either by public auction or private contract for cash ot
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 price which may result and all expenses in
attending a resale or altempted resale shall he matle good by the Purchaser
and shall be recoverable by HMGN as liquidated damages, the Purchaser
receiving credit for any pavments made in reduction ol the purchase price
but any increasein priceon resale after déduction of ¢xpenses belonging to
HMGN;

c) Sue Lhe Purchaser for specific performance.

O

%7



10.
10.1

11.

12.
12.1

13.
13.1

14.
14.1

14.

tJ

ANNOUNCEMENTS

Except as may be required by law the Purchaser shall not make eny announcements
or disclosuresas 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 HHMGN.

NOTICES

If any party wishes to give to or serve on another party any notice, claim, demand
orother 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:
NO WAIVER

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

COSTS

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

GUARANTEE

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

The liability of the Guarantor under Lhis 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 Lo sue by HMGN or by any other act, omission, matter, circumstanceor
law whereby the Guarantor as a surely only would but for the provisions of this
clause have been released from liability hereunder.

GOVERNING LAW

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

The Purchaser submits to the non-exciusive jurisdiction of Lhe courts of Nepal in
respecl of all mattlers arising out of this agreement.



EXECUTION BY THE PARTIES

Signed for and on behalf of HMGN

(Name)

Signed by or on behalf of the Purchaser

(Position)

(Name)

Signed by the Guarantorin the

(Position)

presenceof

Signature of Witness

Occupation

Address



10.
11.
12.
13.
14.

15.

Appendix 8

RAW HIDE COLLECTION AND DEVELOPMENT CORPORATION

List of Shareholders

HMGR owned and -controlled
HMGN Ministry of Finance
Comptroller General Office

Nepal Industrial Devt. Corporation

Tannery Shareholders

Leatherage Bansbari Tannery
& Shoe Fac. Ltd.

Nepal Tanning Industries P. Ltd.
Universal Leather Industry P. Ltd.
Anapurna Tanning Industry P. Ltd.
Pioneer Tanning Industry P. Ltd.

Nepal Leather Industry P. Ltd.

Public Shareholders

Yadav Prasad Joshi

Mohan Lamshal Sharma

Amir Shrestha

Bal Krishna Shrestha
Lokendra Bhaktta Pradhanang
Gaouri Rana Joshi

Ram Prasad Pandey

Dhurba Bahadur K.C.

Subi Bhandari

No. of
Shares

7966
3000
3000

20
12
10
10

10

Paid up

Rs 'O

7966
3000
3000

157
100
25
25
20
12
10
10

10



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 , 15 10
22. Riddi Man Amatya 10 10
23. ¥Xadam Luxmi Amétva 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.



COMPAKY: RAW HIDE COLLECTION AND DEVELOPWENT CORPORATION

Appendix 4

BALANCE SHEET
Schedole 1933/89  1980/90 1990/91 1991/92 196/
I | SOURCES OF FOMDS
1 (1) Share holds foad :
1 (8) Capital 1 BAL10 4SS0 4580 580 4SS0
1 (b} Ressrves and Surplus: 2 S0} V56 WM SN XBS2
]
]
() L0 FUNDS
| (2] Secared Loans 048 608 61048 2SISI  ESY
1 (b) Onsecared Loans
i - —
! = —
' M I08 U5 1167631 14061
] ——
' —
| APPLICATION OF FOMDS
o
1 (1) FIXED ASSETS
i (a) Gross Block Value AN BRIG 485.1 618609 TI6L¥%
1 (b} Less: Depriciation 05 6091 MR 1544 161D
]
|
v {c) Net Block 160351 19828 N85 493165 SSS003
]
:
]
]
!
:
! (2) INVESTUENTS 00 0M 000 S0M 0
{
1
+ (1) CORRENT ASSETS LOANS AND ADVANCES BOLEY 6L 921Z 1099297 1IHAX
]
1 (s} Inventones ) 650.21 9L 66656 BXN0! 167107
| (b) Suadry Deblors & advances EIBLIB BRI WS GBS 660
1 (c) Cash and Bank Balance ) 194 N8 XIEL 9B 59087
1 (d) Other Curreat Assets 5 TS0 4690 8%660 9789 187889
i (e) work im process 6 0.00 000 M3 14 194
]
s
'
 Less: CURRENT LIABILITIES AND
) PROVISIONS 1 %395 UBSY 195721 44831 BW.S
v (a) Liabilities SM492 105209 85181 171 410070
i (b} Provisions 40403 1064 310540 01405 279005
+ Net Current Assets 159274 3256 1407 6465  MA19.55
| TOTAL: N6 565084 902492 1167630 104058
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COMPANY: RAW HIDE COLLECTION AND DEVELOPMENT CORPORATION

PROFTT & LOSS ACCOUNT

Schedule

1938/19891989/19%0 1990/1991 1991/1992 199%/93

Sales:

Lezad Sales
Government Sales
Other incone

A TOTAL SALES

Direct Costs

Materials

Manufacturing Wages
Depreciation plant & machinary
Other factary overheads 7
less:Closing Stock

B. TOTAL DIRECT CQOSTS

C. GROSS PROFTT (4-B)

Administrative and Other Overheads

Salaries & Begefits )
Adpinistration & Other Overhes 9
Selling & Distribotion Overbead 10

G. Total Administration & Qther Overheads

B. Operating profits (C-G)
Non-operating Income and Expenses
Kon-operating [ncome 1
Kon-operating Expenses

Interest Expense

Exceptional ites (prior period Expenses)
Profit Before Tax

Tu

Net Profit

Tax {ior Period

Dividends

Retained profits

1845700 2528302 3264 40505 310513

ISLI0 BB BIS 4050.35 K105

19014 1646105 2007993 336641 2762491
89260 %L1 WM BRY ML
00 12 108 18 18
103546 1461 1S 2B ASLA
10 -SNS9 65942 -2169.33 15635

HULL BBIN BRI X6%N ey
58 6630 98633 105105 8L

WY L0604 SR8 495321
1355 U800 18256 262689 5442
8 U5 60 281 DL

BUR WU 555901 815138 BIE8S2

166 BRI W32 176167 -110656

139 554 750 1Bs4 08
-an -%5e8 5%y -16260 000
15941 -89 13843 -4 -171D)
00 0 00 0
143 193597 299000 MES6 -%50M
-19689 -769.75 -118672 -35060 00
A6SE 16617 180535 91293 -9%0.M
50 00 -1BB8 AW 0
B0 - SRl 00 0
614 9BE9 M08 9005 950
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COMPANY: RAV HIDE COLLECTION AND DEVELOPMENT CORPORATION
SCEADULE ATTACHED TO AND FORMING PART OF THE BALANCE SHEET

SCHEDULE (988/89 1989/50 19%0/81 1991/32 199%/%)
I CAPITAL
| [
—
! Authorized Capital 00000 1000000 1000000 1000000 100000
"
P
! ssued Capital W00 WM 70000 75000 75000
[ —
b
! paid up Capital B0 G0 4SS 4SS 4SS0
E=‘. ———
1
'
2} Reserves and Surplus
t
]
i Capital Reserve
| General Reserve
! Brofit & Loss A/C
| profit (Lass) up to previous year <MSAT @17 USM6 LU 1B
U profit (Loss) this year 6L SBE IOMSE 91006 5507
) Other funds GRANTS 000 00 20000 20000 23000
]
1
t O S USI6 BON BN 3RS
]
E
'
i
3 | INVENTORIES
Raw-Hide Q000 STISE 600 T3 15655
sall wE NS M6 08 MR

TOTAL 6807 591D} 66636

¥uo 160

4 ! Cash & Bank Balance
\ e
, Cash-In-Hand 000 000 0.00 58 U8
, Cash-at-Baak 1904 180511 BWB 65768 56838
: Cash in transit 000 687 180 BN 000
' TOTAL 10N uNK% NeDB  HLE 508

§ | OTHER CURRENT ASSETS
: Deposits N TN 6L46 405 7408
' Advance paid income tar 1537 3041 19851 84851 174851
, Interest 000 000 18 KN SKN
' Prepaid Expenses LTI v NP 000 000
: T0TAL 1950 #4690 8660 97BRY 1878HY

6 | CURRENT LIABILITIES & PROVISIONS

i (a)  Lisbiities
' Creditor for purchage @186 68665 SS63) (M4 LIS
. Provident fund N6 6145 98 60 INB
\ Wiscellenous Creditors 000 3N 0.00 140 000
‘ Dividends 000 2649 2189 B4 M
' advance for share capital 5000 5000

0:00 500 0.0

74
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http:10000.00

10

} Income taz N 1URL 195647 BHN VLY
i Dividend 00 M1 B 00 00
]
]
! TOTAL 4403 137644 0S40 D15 21008
]
]
) OTHER FACTORY OVERHEADS
]
]
| Transportation 0150 MW WLL  BLM 1B
| Reat 519 6L B4 KIB MM
' other 000 000 000 &Y (UM
[ .
]
‘ TOTAL 03546 146D 1736 DBI2 A4
[}
]
| SALARIES AND BENEFTYS
P ——
|
! stafl Salary & Allowances DULEL BAH 431352 SESS M4
! Medical reimburseneats 000 00 1% 08 08
! Dress allowance p X T ¥ Y X BN VX R A4
]
5
! AL I5LY M5L06 4504 SEES 495
]
(]
! ADMINISTRATIVE AND OTHER OVEREEADS
]
]
! Printing and Statiomary 8% BLS WY 1S 2D
! Travelling Expeases BD W M B 6801
! Fuel 00 1000 1063 188 BS
1 Repair & Maintainnence D156 15988 16673 4583 61049
! Donation & Charity 160 6% NN NN AR
} Directors' fee 520 B0 6N W% 9
! huditors’ fee M 150 BSY LD N
! Rates & Tares 1N WD UM 1% !
! Electricity & Utllties 60 0N 00 BD 1MXN
! Postage & Telegrans 156 1657 W3 Wy
! Books and periodicals A URS [ ) N v S (1 VX
| Insurance Expense 1035 003 B8 B M
} Bank conmission 03 1062 85 e 1M
! Miscellenous Expenses M6 W4 8% MH B
! Depriciation W WO NG WY BB
; Consultancy fees M0 908 000 346 BN
X TOTAL 14355 1M8.30 158256 262689 30442
! SELLING & DISTRIBUTION OVERHEADS
'
! Advertisement 892 1253 1940 M 1%
 Connission, incentives & prizes N46 006 %S9 19095 1M
! Cash discount 000 000 000 133 000
' TOTAL 0B OMSS SE01 2881 1L
! HON OPERATING INCOMES
! Interest income 000 000 BB 60 &M
! Write backs 000 1155 000 UM 0N
! Wiscelleoeous 1% 38 12 46 16180
!

TOTAL 09 B4 NN BH My
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DSiA BHCAC
OFFICE EQUIPHENTS

Oy Puchse ROt Sar. 0. RU. Pidue
SL DESCHETIN BB P Lfef Lieg

MofSels T, Wls ! T W
0L Steel Copbeard B0 18 &M 20 W W B
02 Wonden Cupbeard B 1 P00 2090 W0 WiB
0. fun N0 06 850 20 0N W D
M, Ondinary Chti 0N 196 50 20 W W0 16N
(5. Oficer's Chair 50 86 00 20 W 00
06. Renaling Chei S0 1% 10 MW W (s
0. Scl set B0 185 18000 090 10 M
03. Timber plastic sofa set 0 186 24000 00 700 000 4300
. Typenriter w8 20 0 00 0 S
0. Fridge W1 00 2000 30 468
11, Telsphone B 1% A0 20 0W M0 o
12 Cooler 0 1% 240 20 00 30 (0K
13 Ordizary Table 50 8 750 MW 0w W
. Offcer's Table 800 185 200 20 W 20
55, Tea Tble oo s 20 W 00
TOTAL VALUE OF OFFICE EQUL IS 28405

Abpendix 5



VERICLES

Qty Purchase RCst S 0. RO PVl
SL  DESCHIPTION B E F e Lfed

Ko/Sets  Yrs.  X1000NRs S Irs. Trs.  XI000'Ps
01, Migi Truck e AXaSI¥ 0 5% 6 A0 BW DO 662 Belsude
0L 3P Track RadGhatéh 0 1% 800 20 BM 10 TN Bebuods
03. Maruti Gyspy BadCha 0 18 T 20 BN DN 6% Betanda
. Nolorbike LukPLIW 0 1% QN 20 155 80 460 Tridbuwan Kagar
(5. Bero Bonds Notorbike M 5% 8 20 50 80 460) Katheands
06. Nolorbike Sumki 10 1% % 20 150 40 DI Eemda
07. Rajdoot RX-100 Notorbike 1% 6. 200 150 80 4542 Betana
0. Rajdoot RD-11S Notorbike 10 1% S1% 00 150 80 3.1 Nepalgunj
9. Badoot TLT-175 Wotorbite 1% S 20 50 80 3.1 Dharen
10. Motorbike TVS Suzaki-100CC : 100 1986 63 00 1500 800 4312 Janakpur
11, Rajdont RD-175 Notorbike 1% S 20 50 80 3.1 lahan
1L Rajdoot XLT-175 Wolorbike 10 1% SLY 20 150 80 3.0 Gaar
13, Rajdont-175 Hotorbike 0 1% S0 20 50 80 3.1 Birgny
. Rajdoot XLT-175 Molorbike 1% 5% 20 5H 80 3.1 Pokhare
15, Rajdoot XLT-175 Motorbike 10 1% 510 N0 B0 80 3.1 Butwd
16 Rajdoot RD-175 otorbike 10 1% SN 20 150 80 3.1 Dhangadhi
17. Rajdoot Super-D Motorbike 100 1% 1% 00 1500 800  35.13 Bharatpur
18, Bicycle B0 1% 1530 00 S0 W0 B2

TOTAL VALUE OF VEHICLE : 1529 264056




SUMMARY OF THE PROPERTY OF RAW HIDE COLLECTION & DEVELOPMENT COPR.

LOCATION

0L LALBAND] (SARLARI)

0L BUTVAL V.NoJ(Kha)

03. BUTVAL ¥ NoJ3(Gha)

(4. TRIBEOWAN NAGAR (DANG)
05. KATEMANDU ¥o. 14

06, BEAIRABAWA (RUPANDERI)
07. DEARAN (SUNSARI)

08, TARARI (SUNSAR])

09. JALESWOR (MABOTTARI)
10. HETAUDA (MAKWANPUR)
1. PALUNG (MAKWANPUR)

12 POKRARA (KASKI)

TOTAL DX KRS.

OWNER UF THE PROPERTY : RAW HIDE COLLECTION & DEV. CORP.
LOCATION OF THE PROPERTY : LALBANDI (SARLAKI)

A LAKD

MARKET VALUE

a. Land Utilised

b. Unutilised [and that can be
divided :

POTENTIAL VALUE

2. Value of cleared land

KRs.

o 164546

0.00

. 276861

LAND BUILDING

Utdlised Vacant Potemtial Replacemeat  Reatal
land  Land  Valge Velue Value
Nis. MRs MNRs NRs. NEs.
164546 0 216361 B5%0) 1064
GIBTS 4944 1170 14236 0

(alvage Value)
160093 160093 160093 0 0
1938 198 198 0 0
BIB 14065 2B1150 81y
0 0 0 0 0
W15 2815 2815 1425% 0

(salvage Value)
86250 0 &% 13197 10501
YA T 7 YR 7.Y) 0 0
16500 144587 181 U9 IBHS
HY (B0 MY 162993 152344
19833 0 mm BIES 19
{58371 620799 5206488 12191 895482

Aﬂaendix

6

1%



B. BUILDING & CIVIL STRUCTURE

REPLACEMENT VALUE

RENTAL VALUE

¢ B3

17064

1



OWNER OF TEE PROPERTY : RAW HIDE COLLECTION & DEV. CORP.
LOCATION OF THE PROPERTY : BUTWAL W.NoS(Kha)

A LD
MARKET VALOE
NRs.
8. Land Otilised T 918715
b, Unutilised land that can be
divided : 433454

POTENTIAL VALUE,
8. Value of deared land ¢ 118730

B. BUILDING & CIVIL STRUCTURE

SALVAGE VALUE \ W%

|00



ORNER OF THE PROPERTY : RAW HIDE COLLECTION & DEY, CORP.
LOCATION OF THE PROPERTY : BUTWAL W o S(Gha)

L LAXD
MARKET VALUE
WS,
&. Land Utilised s 1609
b. Unotiised [and that cag be
divided : 160093

POTENTIAL VALUE
& Valne of ceared land o 160093




OWNER OF THE PROPERTY : RAW HIDE COLLECTION & DEN. CORP,

LOCATION OF THE PROPERTY : TRIBHUWAN NAGAR {DANG)

A, LAHD

VARKET VALUE

8. [and Utilised :

b. Onutilised land that can be
divided

POTENTIAL VALOE
& Value of cleared bsad

198

19938

1938

0%



OWNER OF THE PROPERTY : RAW HIDE COLLECTION & DEV. CORP.
LOCATION OF THE PROPERTY : EATHMANDU W.Ne.l4

A LAD
WARKET VALUE
NEs.
8. Land Otilised s DB
b. Unotilised laad that can be
divided : 1542065

POTENTIAL VALUE
1. Value of ceared [and : BIB0

B. BUILDING & CIVIL STRUCTURE

REPLACENENT VALOE . )

RENTAL VALUE L

(05



OWNER OF THE PROPERTY : RAW HIDE COLLECTION & DEV. CORP.
LOCATION OF THE PROPERTY : BRAIRARAWA (RUPANDEHI)

A LAND

MARKET VALUE

8. Land Otilised

b. Unutilised tand that can be
divided :

POTENTIAL VALOE
8. Value of cleared land

|04



OWNER OF THE PROPERTY : RAW HIDE COLLECTION & DEV. CORP.
LOCATION OF THE PROPERTY : ITAEART (SUNSARI)

L LAND
MAKKET VALOE :
NRs.
0. Land Otilised : 3680
b. Onutilised fand that can be
divided 0
POTENTIAL VALUE
1. Valve of cleared fand ;8680
B. BOILDING & CIVIL STRUCTURE
REPLACEMENT VALUE D 131967
RENTAL VALUE . 105M1




OWNER OF THE PROPERTY : RAW HIDE COLLECTION & DEV. CORP.
LOCATION OF THE PROPERTY : PALUNG (MAKWANPOR)

A LAND
MARKET VALUE
NRs.
t. [and Utilised T Y
b. Onutdlised {and that can be
divided : 4250
POTEXTIAL VALOE
1. Valve of cleared land 1 31}
B. BUILDING & CIVIL STROCTURE
REPLACEMENT VALUE o 162993
RENTAL VALUE iYL T

[0l



OWNER OF THE PROPERTY : RAW RIDE COLLECTION & DEV. CORP.

LOCATION OF THE PROPERTY : POKHARA (RASKI)

A LAD
MARKET VALUE
¥is.
4. Land Utdised ¢ 1948%)
b, Onutilised land that can be
divided : 0

POTENTIAL VALOE
& Value of cleared lan : M

B. BUILDING & CIVIL STRUCTURE

REPLACEMENT VALUE 1 WIS

RENTAL VALUE 1 U¥N

(07
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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
purnose 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.

Information Meniorandum Section 1
Page 1
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1.3 8Status 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 favoirable 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 mav 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

Information Memorandum Section 1
Page 2
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completeness of such assumptions, statemeints, estimates or
projectiorns. 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.

Information Memorandum Section 1
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SECTION 2. SALE I'ROCESS
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 thal policy HMGN has decided lo well its sharesin NFDC, with a view to
completing this sale by October, 1993.

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

2.2 Nature of Interest Offcred

Itis intended Lhat the privatization objectives will be achieved by the sale by HMGN of its
holding of 100 % of the Shares in Lhe Company.

2.3 Access Lo Further Information

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

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

(L) a confidentiality agrecmentin the form set out in appendix | 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. Interestaed parties should not make any direct approach to the

Information Mcmorandum
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Company or its employees without first compleling Lthese 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 HMGN 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 forin set outl 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.

() HMGN and the Company shall be entitled to enter into correspondenceor discussions
with any prospective purchaser prior to the final date for receiptof bidsand at any
lime after that date. HMGN and the Company shall be under no obligation to act in
a similar manner to any other bidder or potential bidder.

(g) HMGN and the Company shall not be bound to accept any or the highest hid.
Acceplance will be complete on execution by HMGN and the successful purchaserof
the written agreement for sale and purchase. Completion of the purchaseshall 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, HMGN may in their sole discretion require the directors
and / or the shareholders or any of them to guarantee the obligations of the .
purchaser or o provide other security for the performance of the purchaser's
obligations.

(i) tf any doubt or obscurity arises as Lo the sale procedure set out in this
Memorandumor any advertisementor in communication relating Lo the sale process
(but not in the agreement for sale and purchase, alter it has been signed by the
parties thereto) such doubt ar obscurity shall be resolved by HMGN in its absolute

discretion.
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(J) This Memorandum and any contract for the sale and purchaseol the Shares arising
therefromshall be governed by and construed in accordancewith the laws of Nepal.

(k) The sales processis subject to the provisions of paragraph 1.3 of this Memorandum.
2.5 Material issues

In evaluating the proposal and submitting bids, prospeclive 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. HMGN 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 Lo address when submitting offers:

(1) Proposals which will assist in the promotion of Nepalese art and
culture.
(ii) Shareholding participation by Nzpaiese residents, particularly those

wilh an interest in developing local art and culture.

(1ii) Programmes to develop the level of local expertise and ability at
management and worker levels.

{iv) Ability of the bidder to introduce programmesincreasing Lthe quality
and quantity of film processingservicesundertaken 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 emplovment conditions and employvee welfare.

{vii) Proposals to provide employees with incentives through share
ownershipor other steps.

Section 2~
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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 : 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 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 tt:e bidder’s past management experience andl
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 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 and operation of the Company and bid for
the purchase of the Shares based on their own judgment.

(1) Government Consents: An agreement by HMGN/the Company o sell the Shares to the
successful purchaser will constitute approval by all departments of HMGN 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 reccivea 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 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 Lhe time when the agreement for
sale and purchase is signed. Il the total payment is not made within the 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 HMGN 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 cvaluation by HMGN of bids received.
_ 1993  Negotiation wilh successful bidders,

_1993  Agreement and Payment of deposit.

HMGN reserves the right to change this timelable at any time. -
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NEPAL FILM DEVELOPMENT CORPORATION (NEDC)
SECTION 3: BUSINESS INFORMATION
3.1.  GENERAL INFORMATION:

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

Sinceits establishment, NFDC has produced 6 feature films and a significant number
of documentaries. Since its inception and until the year 1991/92, documentaries produced
by NFDC served the objectivesof promoting the political system, and producing newsreels
that covered royal palace activities, and other related government priorities. Instead ¢l
producing econoniically viable and commercially compelitive fcature films and
documentaries, it was forced to develop those films and documentaries { hat would create
nationwide support for the PANCHAYAT PHILOSOPIIY advocated by the then government.

With the change in the political system, and the government's communication policy
in 1992, NFDC was granted autonomy and allowed to operate purely as a commercial
business. Recent changes in the corporation's objectives coupled with an appreciable
improvement in the management of its operations. has allowed [or proper selection of
economically 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 of the film
Industry in Nepal by producing documentariesof national and cultural inlerest as well as
commercial films of recreational values.

Being the only institution of its kind in Nepal, HFDC lLas alsn made significant
contributionstowardsdeveloping the artisticand technical talent requiredin running this
industry. A series of people sent abroad as pait of NFDC's developmental initiatives in
training, are now leading this industry towards developing in-country expertise in all
aspects of film making~ production, processing, distribution, and exhibition.

The government envisions a very important role for the NFI in the development
of the film industry in Nepal. The government— in its national communications policy
document of 1992— has laid down a series of reasons why it wants to fuither develap this
industry. It hopes, that with NFDC's privatization, a seriesof benefits could accrueto the
country. Among the most important benefits are the reduction of foreign filin imports
either for television or theatrical release- Lrought hy the production of an increasing
number of films in Nepali and national languages in Nepal, and the influx of foreign
exchange arising from Nepal being a production location for forcign film producers, This
too has implications on Nepal's international visibility for the purposes of lourism andl
investment. Finally, the production filmindustry asa whole is considercdas a valu-added
industry contributing to GDP zrowth. :

3.1.2  Capability Profile

Products and 3ervices Offercd

A. Film 'roduction and bistribution
Categoriesof film produced:

a. Documentariy:,
L. Feature Films
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B. Film Processing and Other Services

a. Processing and developing facilities (includes editing and dubbing)
L. 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 featurc and documentary film production. Prior
Lo this action, NFDC had produced 6 feature films & documentaries. For distribution of
feature films & documentaries produced by NFDC, NFDC established a Rusiness Promotion
Section which deals with distribution of all feature films & documentaries except 2 films—
Santideep & Maya—for which an independent distributor was appointed. The independent
distribulor has distribution rights for'a period of 5 years that began in 1989,

NFDC also producedaseriesof films in joint venture agreements with private sector
producers. 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 promotor of private sector investments, supports private seclor
producers by providing timely processing & development of films. Laboratory services
for 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. For
utilizing facilities & services provided by NFDC for processing, the producer has to pay
uplront a certain amount of the cost of raw filins & raw material to he used in processing.
The balance is paid after completion of processing & development of (ilms.

NFDC has started providing these services only this vear. Realizing the income
generaling potential for this part of the business, NFDC began Lo commission all the
equipment— which had been procured earlier but was sparingly being used— required for
this function in the last one ,car, and has been lairly successfulin getting this operation
going in short time.

Being theonly film processing and developing (also providing editing and dubbing
se1vices) institution in Nepal, NFDC stands to make this service as the most significant
revenue earner for the entire business. More and wore local producers are beginning to
appreciate this capability, and are preferring to wait for their turn. rather than making
the trip to India- which involves passing through Indian customs, the Indian Censor
Board, delaysat processinglabs, and a myriad of other authoritiesand clearness that make
it very difficult for the producers.

ii. Supply of raw films & other materials:

NFDC procures and ensures the timely supply of paw films & materials required by
private sector producers for film production.

NIDC makes this service available to its customers on {he pavment of an initial
deposit which is 33% of the tolal cost of materials ordered by the particular client., The
remaining amount is paid in pre-defined installments, NFDC cha reesa 3% service charge
il the client chooses to fotllow the instaliment plan, and a 1% service charvge il the client
chooses to pay all the costs of Lthe raw materials u pliont.

NIDC also provides free storage facilities for materials earmarked for a elient that
is paving & utilizing themon an instalment basis ns well as Lhose procuring on a cash basis,
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Supply of raw films and materials, is at present, the most profitable part of NFDC's
business. The successof this service has also been brought about by the ability of NFDC
lo 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 government and
other inducements— pertaining to concessional terms for clients procuring these
products— being given by NFDC have made this business very successful. Even though
raw film supply is still a significant revenue earner y the processing and 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 serviceis rendered on
a first-come-first serve basis. New customers have to deposit S0% 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 compietion of shootings.

Revenues generated through the rentalof equipment have not been that signilicant.
This is due to the quality of the equipment which is old and obLsolete, 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 sector
technicians available in market, were in one way or another, hefitted from fellowships
provided by NFDC. Though it has lost a number of its skilled professionals to the private
sector, NFDC is still a good source for hiring technicians for shoating of films. NFDC
provides these technicians to producers at very nominal charges compared to those
available in the market.

J.1.3 Sources of Information

The information for this appraisal has been abtained [rom interviews with the
General Manager, NFDC, Company management, major producers, and representatives of
the Ministry of Communications. .

Additionally, an extensive number of indepentdent reportswere reviewed as well as
reports prepared by the Gencral Manager of the Company.

The organizational and cngineering appraisal was necessa rily limited in scope and
depth. It was based on:

* Interviews with company management.

t Visits by the advisors to the NFDC premises Lo view all film production &
processing operations including the editing and dubbing functions.

¥ Aninspection by the advisorsof all major assets including plant, equipment.
and the building.

3 A review by the advisors of the processesand met hads for Tilm production.
processing, editing and  dubbing; waintenance: quality control; and
inventory and slores management,

+ Review of all the documents and information provided hy the company,

t An assessmentol the organizationstrusture and arraneementsas well as (he
management information svstems and the human resonrces available to the
[actory.

1 ata provided by the factory manasement. \ @; Q*
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Because of limilations in the time available the information provided by NFDC

management has been taken at face value. Sone independent checksof the data were made
and are commented on.
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3.2 MARKET INFORMATION
J.2.1 Organization of the Industry
The film industry in Nepal is generally categorized into 4 sub-industries, the

Production, Processing, Distribution, and exhibition sub-industries, as depicted in the
chart below:

FILM INDUSTRY: PRODUCTION-DEMAND CYCLE

L Distributaors

1 K

Distribute to

Proauce Fiims exhibliors
{o be Disirlbuted
DOMESTIC 7
SYSTEM B
Producers Exhibitors ]
| FOREIGN
- SYSTEM
.................. Derne for Hims “'g.-“
prompt increased T
N vroouction
I/ \\
A nFoc
\\ /
S P
Underteies fim processing, provioes 'aw '-.'am.r.iﬁ!ké: BEST AVAILABLE COPY

and expertise to !mprove the cyGte's velocily | :

The flow of these activities form a production-demand cycle where all these sub-
industries form a symbiotic rclationship, one dependent on the other. The exhibition of
lilms is dependenton productionof filns, and the productionof filins requiresJdistributors
and outlets for exhibition.

In Nepal this cycle consists of 2 systems. Lhe domestic film systemand the foreign
(ilm system, both systems converging at the exhibition phase.

The exhibition phase includes both the cincma circuits and the television net wopks,
For the television networks, the filims are on a video format rather than strictly celluloid
as with cinema releases;in addition, the television networks may often deal directlv with
Lthe local producers thereby by-passing the distributor stage.

End Users

The end-users of the products and services provided by NEPr— as seen Trom the
above charl—are the producers themselves, Toavever. the gquantity of MDC prodocts nmlq



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. Increasein 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 theatersin the countryv. 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 cinewma theaters in the country, is positively
impacting the growth of the Nepalese film industry. In addition to the rapidly growing
domestic market, Nepalese [lilms also have a market in the Indian states of West Rengal,
Assam & Sikkim- due to a sizable number of Nepalese people residing there.

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

S.No ZONE Type Type Type VIDEO TOTAL | No. of
A B C Seats

, 1. Mechi J 2 3 J 11 5763
U 2. Koshi 4 N 2 - 11 7816

J. Sagarmatha 2 3 3 - 9 5142

4. Janakpur - J 6 3 12 5194
'I S. Narayvani 3 7 3 1 14 8674

6. llagmati S 2 - - 7 6323

7. Gandaki 3 3 2 | 9 5674
4 8. Lumbini 4 4 4 | 12 7801

9. Dhaulagiri - 1 - - * | 524 :
| 10, Rapti - 2 1 - 3 | was
1L Bheri ! 1 ! - S B

12. | Seti 1 - ! - = _jnen

L. Mahakali - - 2 - 2 858

14. Tolal 20 RR) RAY 9 a° ] .“«‘!:‘l()l_"
Sovarce:” 7 Mineary of Tnformation and Conmmunication . . - e
Note: Type A= Lheaters wilth 800 seats and alove

Type - theaters with seats from S00-500 BEST AVAILABLE COPY
Typue = theaters with seats below 300
i
As indicated above, there are 88 permanent theaters & 9 video theaters in Mepal

representing a total seating ciapacity of 38401 Though Uhere is no histoor jieal data available
the increasing trend in the constructionol theaters, video halls & no. of seatsavaitable can
be explained by the increasein the number of licenses granted by the government for ngw
thearersin the Bt doveny s, 73§
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The table below summarizes the licenses issued.

—_— D S e - Bl e

Description 89/90 90/91 21/92 92/93

1. License Issued for
1. Mobile theaters S3 8o 101 137
ii. Exhibition in video halls - - - 5

duly constructed

iti. Exhibition in permanent 4 - - 16
theaters duly constructed
iv. Video hall construction - 7 - 4
v. Permanent theater 9 2 S 18
conslruction
TOTAL 76 78 106 180
source: Ministry of Information and Commnunication T

As seen from the above table, there has been a dramatic increase in the number of
licenses granted for different modes of filin exhibition as well as stages of licensing
required for constructionand display of films in vidco halls and permanent thealers. This
increasing trend in the issuance of licenses for theaters confirms increasing number of
movie viewers.

Though there are no updated records of the number of new Theater openines., film
industry experts claim an averageof 15-20 new ones have opened each vear far exhibition
in the last 2 years. Such an upsurge in the number of licenses approved, and the number
of Lheaters opened in 1991/92 and 1992/93 have been brought about by the S=yearincome
tax holiday granted Ly the government to all new theaters opencd =ince 1091 /92 for
exhibiting films in the national language. Further, the government has also announced
that 40% of the entertainment tax collected at the hox office will en to the new theater
owner for a period of § vears after establishment, which is significant!v higher than the
10% tax rate allowed for old theater owner s.

3.2.2.b. Increasein Fim Production

Inits effort o promote filns of Nepalescoulture, the government, as part of its new
communications policy, has made significant efforts to encourage fitm making in the
country. In Lhe past, government's palicy did not provide the condngive environment for
private scctor producers to produce commercially viable films. The tax structure and
importduty leviedon film cquipmentliterally made it imposaible for g pro-lucer Lo cenerate
come streams that would translate into acceptable profitabilits level-.



The table given below
language in the last decade.

illustrates the number of feature films produced in Nepalese

S.N. FISCAL FILM JOINT FILMS TCTAL FILM
YEAR BY VENTURE COMMIS- PROCESSED
NFDC FILM WITH SIONED BY NFDC
NFDC BY
PRIVATE
SECTOR
I, Up to
1980/81 G - 1 7
2. 1981/82
b 2 2 s 9
1985/80
J. 1986/87
- 1 2 22 25
1990/91
4, 1991/92 - - 10 10 a
s, 1992/93 —_— - 14420 kP!
11
14 are completed
being asof June
shot on 1993
location
T N ' e — R |
Source: Ministry ol [n[ormation and Comnunication & NIFDC

The table above illustrates
confirms investment in the film ind
Several producers are now try
the government to promote the
in the Nepalese language within the

locally, can claim 65% of the
proceeds for 5 years, The
account of the tax office, and

The interest on the p

gauged by the increase in
Producers Committee

industry.

ustry becoming an increasingly profit
g to cash on Lo the attractiv

an increasing trend in the production of films which

ahle proposition.

e incentives being given by
Producers making feature [ilms and video films
country and making them available far exhibition

lotal entertainment tax collected as part of the box office
cled is put into a deposit

amount of entertainment (ax colle
the same is then release
In the caseof a film being showed in a newly

d to the producerson a grant basis.

constructed theater, the producer is entitled
Lo 50% of Lhe total collected entertainment tax.

art of more and more individuals o produce films can be
he number of producers who are now registered with (he
formed under the Nepal Motion Piclures Association,
shows an increasing trend in Lheir number,

The table helow

F Year Humber of Registered Producers
Refore 1973 2
1973-10858) R}
1083-1988 17 )
1959-1990 28 .
1991 -1o0 dnte ERN

Source:

T Hepal foln T

wluces Asnocialion



An increase in the number of films produced, and their future production. can also
Le gauged by the increase in the number of licenses issued to producers for ma King new
films. The table below gives such an indication.

’ Description 89/90 90/91 91/92 92/93
I 1. License Issued for Production
of:
“ i. Advertisement filins 15 56 46 37
ii. Video films 4 13 10 8 20
iii. Feature films - 13 [ 18 19
iv. Documentary & films by 53 52 54 57
non-Nepalese producer
TOTAL
94 129 126 133
dource: Ministry ol Information and Communication

The information provided in the table above gives an indication of the increasing
number of interest from producers to produce various types of films. The interest {rom
foreign producers to make films in Nepal has also been increasing. thereby generating the
need for additional pre-editing type of work that could be handled for them in Nepal.

3.2.2.c. Increases in Distributorship
Distributors play an important role in the demand cycle for films. An increasein

their number is an indication of the demand ex pressaed by theatersfor filins produced. in
Nepal, distributors are organized in the following way:

i Distributors that distribute only Nepalese filins

ii. Distributors that distribute only Indian films

iii. Distributors that distribute Nepale:e as well as Indian films. and

iv. Certain producers Lthat have their own distribution nelwork which

distribu =s their own films as well as other films that could bhe Nepalesc
and/or Indian

The increase in the number of distributor shipin Nepal can be scen by the number
of licenses issued for distribution in the Jast 3 vears,

— —— == B B e e e
Description S9/90 90/ a1/92 02/93
l. License lssued for:
i New distributorship -- 21 47 sa

1

1

Iy
—
1

Source: ‘Ministry ol TnTormation and Commniieniion

The above mentioned table clearly sugoesta (L significant increase in the nnmbey

of new distributor< over the st 3 vears.
| 5%



3.2.3 Fulure Trends and thc Polential for NFDC

An analysis of the production demand cycle in this industry suggests a modest
growth for film production in Nepal. This growth has been propelled— (0 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 sources of income for NFDC in the past S vears.

NFDC: SOURCES OF INCOME
(in thousands)

— I
" SOURCES OF INCOME 838/39 89/90 90/91 a1/92 1
1. Documentary & news 1419 4630 1768 920
reel sales
1 2. Filim 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 349 104 107 273 Li
6. I'ilm Processing 231
7. Raw films sales - - -- 347
8. Miscellaneous 99 146 186G 21

Source: NFDC Records
J.2.4.a. Documentary, newsrecel, songs and dinlog sales

NFDC has moved out of the documentary and newsreel production business.
Therelore, income generated in the last 3 years has decreased significantly. Revenues
declined by over 49% in 1991/92 as compared to 1990/91. The year 1992793 will see little
generation of revenues through this source, as the NFDC presently has limited interests
in this business. More and more »f film production is now being handled in the private
seclor,

Similarly,NFDC is no longer engaged in the distribution of fitms. Previously, it used
to distribute films produced by it on its own., With regards to lilms produced in a joint
venture with the private sector, NFDC sold its distribution rights fo the private sector
pattner. The revenuces gencerated in the last 2 vears, are those derived from royally
payments that are likely to accrue until the end of 1995, Thevelore, this part of the
husiness has not been a revenue carner for the company,

However, demand for docunmentary fitms produced by NFDC is still quite high, At
the present Lime. NFDC is producing 2 documentaries for the Depin tinent of Tourism and
an Austrian group, both of which are likely to be good jevenue earners for the
o1 ganization. NFDC is no Jonger obliged to make films for any government agency if Che
venture is not financially viable for the company,

Kevenues accruced through songs and dialog sales ceased 2 aears ago, - o
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J.2.4.b. Machine & Equipment Rental, and Technical Services

Machines, equipment rental and technical services side of the business has been 2
sizable revenue generator for the company. The revenues generated in 1992/93 by this
component are expected to modestly increasein {he next 3-4 years. Revenues from studio
rentalare likely to increasefurther as increasing number of producers begin to make use
of the existing facilities. However, this increase will also depend on the quantity of
investment that will be made in editing and dubbing equipment to enhance the number of
films that could be edited at one time. The likelihood of an increase in rental revenues is
low since the equipment available with NFDC is old and obsolete, and has limited use.
However, a collectiveeffort on part of tne private sector owners to acquire new equipment
will not only increase revenues, but will also enable the individual producers to gain
access to the broad range of film equipment required for varied types of productions.

3.2.4.c. Film Processing

Film processing has now beconie an important service offered by NFDC, and will he
the major source of the organizations’s revenues in the future. Being the only film
processing unit, NFDC has an invincible position in the marketplace. More and more
producersare willing to wait their turn for using NFDC's processinglacilities, rather than
making the arduous trip to India. Also, the potential for offering foreign films being shot
in Kathmandu,a processing facility for pre-editing purposes, is also likely to be a hig
sourceof revenue for the company. The rapid increase in the number of licenses granted
for the production of Nepalese films is yet anather indicator of the growth in the demand
for filin processing. As seen from the production-demandcycle, the growthin the number
of producers secking to produce films, is a function of the increase in the number of
exhibition theaters and distribution outlets all over the country,

Though it is difficult to accurately projcct the total number of films that will he
processed in the next few years, due to this service being recently introcduced in Nepal,
and the recent change in the Nepalese communications policy, however, some constructive
assessmentcould be made as seen in the following table.

91/92 92/93 [ 93/94 a4/9s 05/96 9G/97

I. No. of scripts approved

for film making 15 41 52 (S | 101
2. No. of films praduced a9 20 26 33 d S
locally for review of

censors .

3. No. of Nepalese lilms
processed by NFDC up to - 15 20 25 30 RN
the dubbing stage

4. No. of foreign
producers filming in

Nepal using NFIX -- S s S S
processing lacilities A _
S. Total number of films

processed by Wi DC S N 25 30 35 40

L

Nole:

I There was o dramatic inciease in the number of <cripts <abmitted to the eleyant
authorities for approvalin 1992/93 a5 compared Lo 1991 /92, This has been hranght about
Ly the liberal communications policy that encomn agesthe developmentaofl Che Fitm industyy,

fl
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NFDC, which also acts in an advisory capacity to make recommendations (o the government
on the scripts to be approved, envisions a high growth in the number of scripts that will
Le received in the next few years. It is estimated that scripts submitted for approval will
increase by 25% a year.

2. Based un an analysis of historic data, and interviews - th {ilin experts,about G0% of the
scripts submitted are approved by the government for sroduction. For the purpose of
this analysis, an approval rate of 50% has been talen as wver 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 1992/91. With the full
commissioning of equipment and investment in key machines, the organization should be
able to produce 40 films a year by 1996/97. This number could be increased further if
rapid investments are made in the desired equipment, however, due to the high costs of
these equipments and the inability of the private sector to make such quick investments
at 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. Itis
not only the number of films that should be looked at as a measureof NFDC's capability, but
also the overall extent to which processingcan be cacried out. In less than 2 years, NFDC
has now developed the capabilily to provide 16mm-35mm blow up prints, and also a fair
level of sophisticationin the editing and dubbing process. The capability to provide blow
up prints was only commissioned in June 1993. This will come as a vig relief to producers
as Lthey can avoid the time and money spent in getting this service done in India. However.
NFDC still lacks an optical camera— used for transfer ring magnetic sound to oplical sound—
which could complete the entire process, thereby making possible the releaseof a fitm fully
processedin 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 1991 /92~ has also been a mAajor sourceef the
organization's revenues. In its efforts to promote film production, NFI'* has been readily
making available raw films and materials required by the producer community. Flexible
terms and conditions have been granted by NFNC for the payment of the required raw
material. These have also been made possible Lthrough incentives given by the government
forimporting these materials.

A nominal custom duty of 15 paise per metre of raw film imported fromabroad is now
being charged by the government. Translated into a percentage hasis, this duty comes
to about 1% of the total value of the film imported. A sales tax of 5% is also levied over the
total value of the consignment. As parl of its policy to develop this industry, the
government has cut down thesc levels drastically from what they were prior to the new
commmunications policy of 1992, A customs duty of 55% and a sales ax 20% were being
charged for raw film import, thereby making it impossible for the growth of Lhis sector.

The low price of this commaodity has dramatically spurred up producer interest,
They have been approaching NFDC for all their raw film needs. NFPe chargesa processing
fee of 12 from producers if they pay upfront for all their requirement of raw film, A
processing fee of 7% is charged if the producers pay in installments for the raw film
ordered. However, they have Lo pay /3 of the total amount of the film ordered upfront
belore they can avail this facility,

3.2.5  Competition

In the arcaof feature [ilm productionand dist ribution. NFIC has had Lo Tace st rong
competition with producers and distributors inside Nepal as well as those from India,
Indizn {ilms have been popular in Nepal, and distritiators and exhibition theaters prefoer
todeal with Indian (ilins duc to better margins of profitability availahle. Also, the shsence
ol w significant number of theaters in Nepal baso made it ditficult o Fepalese provdocers
Lo exhibit their films. REDC e other producers in Nepal have alao competed with
producers in tndia who produce Gilms in Hepalene bingnages trrgeted Togp the mavrk ol in
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Nepal,

Due to the nature of competition in this line of business. NFDC has since changed
it business activities as a producer of feature films to a lacilitator of film industries in
Nepal by providing the logistic support to private sector at their request.

In the areaof filin processing, which is now the main emphasisof NFDC, the company
has made significant investments the establishment of a pracessing laboratory and
upgradingof inventories for raw materials requiredfor the filn processing function. Such
a significant investment will not be possible for any other local private sector individual
or group to make in the coming years. This strengthen NFDC’s position in film processing,
however, competition for this function comes from processinglaboratorieslocated in Indja.
Before NFDC started its processing function, Nepalese producers had all their processing
work done in India. Some of these still go to India due to unavailability of facilities for
converting magnetic sound into optical sound- « concluding stage of the film processing
function. However, an increasing number are now hoping that NFDC will be able ta satisfy
their needs.

3.2.6 Marketing Analysis
J.2.6.a. Strengths

NFDC possessesa 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 o offer all the
services required for film production in one locationn. Producers can getl access to rental
equipment, technical advisory services, raw matcrials, film processing facilities. dubbing
and editing from NFDC. There is also a site within the NFDC premises for a film production
studio, the structural foundations for which are already in place.

c. Film Processing: NFDC is the only institution having the entire range of film processing
equipment required for film production. It enjoys a monopoly status in filin processing.
and therefore stands to earn considerable revenues in this business,

d. Availability & Storage of Raw Film: As part of its promotion activities, NIFDC has
endeavored to ensure a steady supply of raw film required by producers. It also stores
these raw films and other materials for producerswho can collect them perioadically after
making payments for the amount necded in phases.

e. Ubsolescence factors: The film production industry is a highly dvnamic industry with
innovationsin film processing taking placeon a continuous basis. Therclore, some degrer
of functional obsolescence is bound to Le presentin any film develapment & processing
operation. For the kind of nceeds in Nepal, and the level of sophistication of the industry
in the country, the condition of the machines and cquipment can be deemed as appropriate.

3.2.6.L. Weaknesses

a. Lack of an effective marketing capabitity: NFnC could offer a very uwseful pre-
processing service to all Lhe foreign film makers lilming in Nepal. However, due to lack of
resources and the required skills, the company has been unable to attract these voery
important clients, With privatization, the new owner« could ta rget thisclient aggressively
Ly int1oducing a marketing program aimed at creating awarenessol NTDC's expertisc and
capabilitics.

b Lguipment: To ensure a steady flow of worl carried out as part of the prorcessing
operation, and o double the company's procesaine outlpuls, cortain ey ecquipment ave
essential. Lack of capital to investin such equipment, has impeded on the quantity of the



output, thereby leading to loss of extra revenues that would have otherwise Leen
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 nceded equipment will significantly increase processing
capacity and quality.

b. Aggressively marketing servicesof NFDC to foreign producers— shooting in Nepal— wilt
result in an increase in foreign exchange earnings for the corporation and increased
international visibility for the country for the purposes of tourism and investment.

c. Continuity of the government's policies to provide incentives for setting up an
increasing number exhibition theaters. and further inculcating producer interest; will
acceleratethe production-demand cycle, thereby increasing the number of films made and
processed in the country.

3.2.6.d. Threals

There are certain threats that the company faces while in its efforts to increaseits
revenues.

a. Competition from film processing studios in India is likely to impact upon the quantity
of films processed in the countryv. This will translate into NFD’s processing revenues.
However,sucha threat could be remaved if NFDC is able to expan its processing capacity,
thereby decreasing the waiting period for producers to process their films through NFDC.

L. The government has stated ils conlinuous support for the growth of this industry as
partofl the incentives offered to [ilm production. Government's renewed support for this
sector for the next few years is very important, llowever, it is not possible Lo draw any
conclusions of the government’s position in the long run.

J.2.6.ce. Critical Success Faclors
The [actors critical to NFDC's future marketing success are:
- its capability to further increasc the processing capacity of films,

- investment in cquipment and processes that can enhance and streamline
processing capacity, and

- Government's continued commitment to Lhis industiy through ongoing
incentives for cncouraging further establishment of evhibition theaters.
incentives to producers,and relaxationof dutijes for impoating raw films and
other material,

3.2.7 Conclusions

NFDC is well established to serve the needs of the Film preducers in Mepal, 1
provides a complete array of services required of any [ilm production operation, With
significant investments in processing operations, NEDC s (he only operation of its Fined
with the capability to undertake processing. editing and dubbing of filis in 1% mm as well
as 33 mme Thervefored there are no nen keting reasons as (o why the company shonld ned
continue to be competitive,
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3.3 ORGANIZATION AND ENGINEERING APPRAISAL
3.3.1 General Comment

NFDC was established in 1971 under the Nepal Communication Corporation Act 1971
in the name of ROYAL NEPAL FILM CORPORATION. Located in Kathmandu. the NFDC was set
up lo serve the government's objectives of producing feature films and documentaries of
national and 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 a
comprehensivearray of services pertaining to provision of technical expertisein the area
of [ilm production, machine and equipment rental. theater and studio rental, film
processing that also includes editing and dubbing facilities, and sale of raw films.

* It demonstrated a capacity in 1991/92 to process a total of 8 lilms only after 3
months of commission of processing equipment.

* Expected to process a minitum of 15 [ilins in 1992/93.

* With significant investments in its processing laboratory, the organization is able

to address all the processing needs of the film industry at the present Lime.

§ There is significant potential for increasing both |rocessing capacity and
productivity, but this will require further investments.

* It can be expanded to have a processing capacity of 40 [ilms a vearonce investment
111 some essential equipment has been made.

* It has the capacity to provide on rental all the necessary machines and equipment
required by producers while filming on location.

* It has assisted in developing the technical capability of a number of individuals who
are now considered as experts in this industry. Though. it has 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 Lo provide ready access to raw materials and their stocage to the producer
community

¥ Enjoys the patronage of all the interest groups in the film industry

* ilas a facility that could be developed into a film production studio for the benefit

of the lilm producers.
3.3.2 Land, Buildings and General Facilities

NFDC occupies a site in the Balaju industrial area which is on lease from the
Industrial District Management Company Limited (a 100% government-owned enterprise).
Kathmandu. The corporation rccently renewed its lease for a further period of 20 years
that will extend up to the year 2013,

The Corporation has its head office in the city of Kathmandu, however, Che same will
Le returned back to the government before the sale of the companvy. Due to the vacant
space available in the NFDC complex, the head office could Lie moved there, thereby
consulidating ali the activities of the company in one place.

There is a building located towards the middle of the site (taotal hailt np area of
20100 sq feet) which houses all the functions and facilities of the KIDe, Adjacent to the
building— and within the site— is o land area (Built up area-3440 . Teet) that has ben
earmarked for the construction of a fitin studio. The structural fonndations for this
proposcd unil aoe already in place. [q’*‘{
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3.3.3 Organization And Staffing
3.3.3.a. Orgainization

The general manager reports to a board of directors comprising government
officials from the ministries of finance and communication. The general manager acts as
member 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 DEVELOPMENT CORPORATION
Organization Charl

Roatrd af Diimrinen

Qeneisl itenegnr

frtaputy Hensiel ttapagay [

funinany Qan. fechnical
Ketvioe rdmintgliarinn A Lidaineg
Conrdinetlan Divialon Arcaunt MNvlslon
Business Prnguremnant Scripl
Fmin. Dentlon TT&antion T IlIng/Diractn
Freduotion Ajotn/Maores Camera
“Reetten - flaction “T Sectlon
Qan. Jaunn
Admn. § Dignning rl Anund Nindie
Mrocessing
|~ Lanoratory
Edlting
7" Section

Functionally, the organization is divided into 3 departments responsible for
undertaking all the required activitics. The 3 departments along with the sections under
each are shown below:

i. Business Service Coordination Division
The business service coordination division comprises the following:

i.a. Productlion Scction
1.b. Business Promotion Section

The business promotion section is responsible for the overall promotion of NFDC's

producls and servicesoffered, and the production section has been responsible for timely
processing and development of lilns.

|45



ii. General Administration and Accounts Division
The General Administration and Accounts Division comprises the following:

ii.a. Procurement Section
ii.b.  Account and Stores Seclion
iii.c. General Administration and Planning Section

The procurementsection is responsiblefor the procurementof all the raw materials,
chemicals, machinery and film equipment required for developing NFDC's products and
services offered. The accounts and stores section is responsible for administering 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:

ili.a. Script Writing and Direction Seclion
iii.b. Camera Section

iti.c. Sound and Sound Studio Section
iii.d. Processing Laboratory Sectlion

iil.e. Editing and Dubbing Section

The Script Writing and Direction Section writes scripts for documentary films (used
to write scripts for feature films before this activity was slopped), assists producersand
others in script writing, identifies directors for undertaking the direction of films, and
offersany other assistance related to these 2 function areas. The Camera Section provides
cameraequipment on rental as well cameramen to help producers in shoating of films. The
Sound and Sound Studio section provides assistance in the recording of sound and its
synchronization with the picture as well as transfer of sound te magnetic fitm. The
processing laboratory undertlakes the processing of all negative films obtained Trom the
producer alter the completion of shooting on location. The Fditing and Dubbing Section
is responsible for coordinating the recorded pilot sound with the filn picture,

SOOI

3.3.3.L. Current Employee Levels

The current employee lends in the company are:  ~ BEST AVAILABLE COPY
MANPOWER GRADES AND NUMBERS

POST GRADYE NUMR r RIS
% EE FNT

APPRO | NUMD

VIED 'R
T e e e

GENERAL MANAGER SPECIAL 1 !
DEPUTY GEN MANAGER 10TH 2 {
DEPARTMENTAL CINEF Nl 2 -
SENTOR OFFICER “TH 1 ]
OFFICER Rl 15 9
O1 FICER o1 a 9
ASSISTANT STH 28 12
ASSISTANT AR 20 28
ASSISTANT RINK K ]
ASSISTANT IND R 12
ASSEISTANT (N O 16
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The allocation of this manpower by department is as follows:

F ——— ——
DEPARTMENT/UNIT OFFICER NON-OFFICER TOTAL
LEVEL LEVEL '
GENERAL MANAGER 1 1
DEPUTY GENERAL MANAGER 1 1
INTERNAL AUDITOR 1 1
LEGAL ADVISOR 1 1
Sub Tolal 4
BUSINESS SERVICE COORDINATION
a. Produclion 4 S 9
b. Business Proniotion 2 2
Sub Total - 11
GENERAL ADMINISTRATIVE AND »
ACCOUNTS DIVISION
a. Procurement 1 - 1
b. Accounts and Stores 1 7 ]
c. General Admn. & Planning J 26 29
Sub Total 38
TECHNICAL DIVISION
a. Script Writing & Direction 3 - 3
b. Camera 4 3 7
¢. Sound and Sound Studio 4 9 13
d. Processing Laboratory 2 14 16
e. Editing 2 S 7
Sub Total 46
GRAND TOTAL Qo

~ A delailed LisT ol employecs wilh The toquitite skills can be Tound in Appendices
3.3.3.c. Opportunitics for Improvement

[tis considered that total manpowerautharized for NFDC as it is operated al present
is acceplable. There are opportunities for decreasing some people from the production
unit of the business coordination division— due to little business generated from his unit
presently— however, as documentary production once again bevomes profitable, some of
the people may be utilized. Therelore, redundancies conld be very minor. There may be
a few non-olficer staff redundant in the General Administeation and Planning division.
however, some of these could be utilized elsewher< with expansion in business operations.
The technical division has an adequsie number of employees. A total of 99 emplovees
compared to 120 that vere olTicinlly sanctioned by the government is modest for the size
and aoperation ol wi D,

Depending on the thrust ol NFDC after iU is privatized, it mayv have Lo attract more
Lechnically competent staffin the processing functicn. This should no! be difficult as the
new private seclor owners wilh provide atlractive remunceration pacl ages to Lhese people,

e
‘
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3.3.4 NFDC: Production of Film

Typically the processof film production— until the time it is released— involves Lhe
following steps:

a. Preparationof script by the writef/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
h. 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. and [ of the entire [ilm 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 but entails manpower
expertise towards the writing of high quality scripts. Due to the change in focusof 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
Lhe script writing for a few documentary films.

Step ¢,d: Acquisition of all the required material for film sheoting by the producer and
compencement and completion of shooting on location/studio

As part of its endeavors Lo promote the development of Lhe film industry, NFDC
provides raw films to producers who can procure these at confessional terms based on
their ongoing needs. The total requirement of raw film indicaled by the producer is
procured by the NFDC and is kept in its storage facilities. This is then sold to the
produceron a as-and-when needed basis. The corporationcharges a nominal fee from the
producer for film ordered in advance but procured in phases, a:id no fee if the producer
pays lor all his requirement upfront,

The total amount of raw material procured by NFDC for 1992/93as of end of June is
shown below:

MATERIAL COST (IN I'S)

1. Raw Stock 40,22,793.22
2. Chemical . 3,04.261.10
3. Apparatus ('\.4{‘:-1_.5”
2. Olhers o 2u80038,. 50

TUTAL Ry

“Source RIDC 1ecords

BEST AVAILABLE copy



The total amount sold in 1992/93as of end of June being the following:

MATERIAL _ COST (IM R5)

1. Raw Stock 350140911
2. Chemical 3,64.263.16
J. Apparatus 0,484.50

| 2. Others 2,43,3138.50
IL TOTAL 61,21,085.27

Over and above Lhe inventlory of raw materials available aflter the amount sold in
this vear, an order for the supply of Rs.4,24,535.76worth of raw stock from Kodak arrived
recently. :

BEST AVAILABLE cory
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available on rental basis from NFDC is as follows:

EQUIPMENT RENTAL

As part of its rental services offered to clients, NEDC assists producersin
material requirements for shooting of films.

alt their
The waterial, manpower, and equipment

|

S.No Name of Number Rental
Equipment f‘.ha rges per day
in
Rupees ”
1. 35 mun camera & nagra equipment Offered in a
set ‘Ickage deal at
the rate Rs1700
if rented for a .
week
2. 16 mm camera & nagra equipment sel Offered in a
package deal at
H the rate Rs1700
if rented for a
week
1 3. Lighting equipment (20-25 kw) 40-50 kv 20-500
capacity
4. 35 mm camera ] 750
5. 16 mm Alton camera 3 750
6. Ari B.L. camcra (16 mm) 1 750
6. Camera Tripods J- 35mm 75-200
J- 16 mm
7. Camera nolor one for 100-150
cach
camera
8. Light exposure meter one for S0-275
each
camera
9. Camera battlcries more than S0
20 v—
10), Camera stool set N 30-40 *9_
11. Mobile crab dolly _ 1 RIO§]
lo. Camera film magazine 13 TR-100

o e eemnn al .

BEST AVAILABLE cory
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STUDIO RENTAL

S.N. DESCRIPTION OF EQUIPMENT RATE
l. Dubbing/shift 3000.00
2. Projector rent with

projectionist . 3000.00
3. Feature films show 2500.00
4. Feature filins other/reel 100.00
S. film show- mini theater 75.00
6. Censor/films 750.00
7. Censor Nepali or other lan. 675.00
8. Audio recording

& mixing/hr 350.00
9. Commentary & other

recording/hr 250.00
10. Nagra/day 400.00

EDITING FACILITIES RENTAL
S.N. DESCRIPTION RATE

PER HOQUR PER SHIFT

1. Stain wake 150 1000
2. Mobivala 60 400
kN siki 16mm. 50 ano
4, Table 30 250
S. Negative cut 16mni 400-500/Tect
G. Negative cut 35 wmm S00-1000/fcet
7. Care taker 150
8. Eclipser 20

.

BEST AVAILABLE COPY
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TECHNICAL EXPERTS

S.N. DESCRIPTION RATE/DAY
! 1. Director 300
2. Asst. Director 225
3. Camera man 225
4, Asst, Camera man 150
S, Sound controller 225
6. Asst. Sound Controller 125
7. Production Manager 225
8. Asst. Production Manager 125
9. Accountant 125
10. Light man 100
11, Projectionist 85
12. Asst. make-up man 85
13. Asst. Dress man 85
14, Light boy . 85
H 15. Camera boy &s
16. Boom boy 88
17, Joiner 85
18. Care Taker 150
19, Editor 225
20. Asst. Editor 125
21. Liaison Officer 225

With regards to the rental services provided, a major part of the equipment owned
by WFDC and provided to producerson rent is old and would need o be replaced as the
level of sophistication increases in the industry.

Studio rental and editing services provided by NFDC have been very much in
demand and have been utilized to their capacity. Nlowever, the equipment available for
cditing can only edit one film at a time, Lhereby leading to waiting periods for producers
that could become longer with increase in filin production.

NIDC has a number of technical experts (hat provide technical assistance in all
aspectsof film production. Rates charged for their service have heen deemed nominal by
the producers, and the level of expertise provided has heen highly satisfactory.

J.2.4.d. Film Processing (includes editing and dubbing)

KNFDC started its film processing facility only a vear apo. The film processing
equipnent had been lyving in the premiscs for quite a while until the time the present
management decided Lo assemble these for performing the processing function.

The processing service carried out by the NFDC comprises of the following steps
along with the major types of equipment used for each step. (For o detailed list of
equipments and machines used by NFDe, pleasa reler to the appendices al the end of this
memorandum.)

Broadly thereare 2 sides Lo the film proces«<ing function. These a e ) the film =icde
and the b) sound side. Both these functions ave carried out independently but are hriefly
combined at the rush print assembling stage, hecoming independent theveafter until the
tinee when processing of the positive print is cariied ont.,

| S

REST AVBILARLE OV


http:imdeq,...lW

i..Film Sidc¢

The steps carried out as part of this side of processingalong with major equipment

and facilities used is as follows:

STEPS

MAJLEPAND
EQUIPMENT USED

FILM SIDE

1. Shooting
~exposureof negative films

Producer’s equipment or ¢quipment
rented from NFDC

2. Negative Filin Processing

Type- LECN Plant
Make- U.S.A.

J. Selection of OK Take and joining of
film

Only a negative sorting room required

4. Making of Rush Print with Side
Number

Type- LMC Peterson for contact printing
Make- U.S.A.

Type- Seiki machine for 16-35mm blow-
up printing

Make~ Japan

5. Processing of Rush Print

Type- Black/White processor
Make- U.S.A.

6. Assembling rush print with 35 mm
sound transferred from the SOUND SIDE
(happens in conjunction with step 2 of
sound side)

Type- Lditing table and sound reader

7. Editling

Type-5Steenbeck Machine with monilor or
Movolia and table are used
Make- Germany

S. Matching Dub Sound with Picture

Type- Steenbeck Machine with monitor
or Movolia and table are used
Make- Germany

9. 'roducing Track Music and Sound

Type- Steenbeck Machine with monitor
o1 Movolia and table are used
Make- Germany

10. Negalive Cutting Process

Type- Negalive cutling room, splicer and
cement are used

11, Colour Analyzing

Type- Hazeltine R.G.B. 3000H analvser
usced with monitor
Make- 11.S.A.

e i
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STEPS IN FILM MAKING

FILM SIDE -

SHOOTING
TO EXPOSE NEGATIVE FilLMS

| PROCESSING OF NEGATIVE FILM
ECN PLANT (usa)ts used

TO SELECT OK TAKE AND TOIN
NEGATIVE SORTING ROOM

T}-[_o MAKE RUSH PQINT wiTH SIDE NUMBER

PETERSON FOR CONTALT PRINTING AND JAPANESE SEIK!
‘AL 13 UseD MOk 16 TaX 8 e BLOW UP FUNYING

SOUND SIDE
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i, Sound Side

The steps carried out as part of this side of processingalong with major equipment
and facilities used is as follows:

STEPS MAJOR MACHINES AND
EQUIPMENT USED
” 1. Recording Pilot Sound and Type- NAGRA tape recorderor cryslal
Synchronizing with Picture control tape recorder
2. Transfer of OK Pilot Sound to 35mm Type- NAGRA tape recorder and dubber
Magnetic Filn on the FILM SIDE are used
(happens in conjunction with step 6 of
filin side) |
3. Dubbing, Pre-Mixing Type~ Digital rock & roll system in
dubbing theater
4. Mixing/Re-recording Type- Dubbing Theater
3. Transfer of Magnetic Film to Optical Undertaken in India due to non-
Sound availability of optical camera

iii. Combination Step

Alter the completion of steps 11and § in the sound and film side, Lhe 2 functions are
merged and the steps carried out before the filin is ready for screening are as follows:

STEPS : MAJOR MACHINES AND

EQUIPMENT USED
12. Print Making with Optica! Type- LMC Peterson used for 16/35mm
Sound contact print and Seiki printer with

liguid gate is used for 16 to 35mm Llow
up print
Make- 11.S... & Japan

1J. Processing of Positive Film Type- ECP plant is used
Make- U.S.A.

J.2.5 Comments on Production and other Areas of Importance for NFNC

. . | BEST AVAILARL
3.2.5.a. Scripl Preparation b AVAILABLE COPY

This particular function of NFDC has been ignored for avera vear, especially alter
the loss of revenues from this line of business. In the last one year. the processing part
of the business took precedence over all other activities, and therefore, not enough
atlention was paid to this lines of business. Se¢ ript writing for documentary filns and
helping in their direction offers a lot of potential for NFDC. The organizationis no lonaer
forced to produce documentarics and/or lilms that are not linancially feasible. 1t has now
been turning down requests from government offices for assisting in this function owing
to nun-pavmentofl tevenues owned Lo the corparation & non-viahility of these [ilns.

NFDCis al present working on 2 documentary films— one for the Minist ryv ol Tourism
and the other for an Austrian giou p—that are profitable ventures and are likedly tovearn
significant revenues for the organization. Due to i« reputation as a pionecer in lilm
making, NFDC still attracts a lot of interest from governmentoflficesand private acclor for
film production. Witha little more ageressivemarbeting, and no investment the compan s
could carns sizable revenues From Chis line of hirdne .
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3.2.5.b  Acquisition of all the required mater ial, cquipment and cxpurtise for film
production

Equipment provided by NFDC on rental basis has been a sizable revenue earner,
however, the NFDC needs to invest some capital to increase and improve the quanlity and
quality of equipment provided to producers. With the addition of Lhis equipment, NFDC
could successfully market itself as a comprehensive provider of all the needs of the
producersonce they decide to begin shooting for a film. Producers prefer 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 stiil cood enough for the
prevailing 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. About
Rs 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, revenuves a<crued
through this activity have also begun to fall d rastically. Thereis enough expertisein the
private sector that can provide this kind of service, therefore, concentrationon this linc
of activity should Le minimum at best.

3.2.5.c. Film Processing

This area will be the most significant revenue earner for NFDC in Lhe coning vears.
With commissioning of processing machines and equipment still being completed, NFDC
should be able to process 15 films in 1992/93. With a fully operational processing unit. the
organization shou!d be able to process more than 40 lilms a year by 1996 with the present
equipment. However, thereis certain equipment thal is still needed to cater to the growing
demand for processing, as well as offer complete processing facilitics in Nepal. thereby
elimentary dominatingthe nced of sending films to India. For example, producers have to
go Lo India to transfer a magnctic Film to optical sound as the optical camera required for
this purpose is not available in Nepal. This step in film processing comes towards the fag
cnd, and therefore precludes NFDC from providiag the producer with a fullv processed
film ready for screcning and release.

| BEST AVAILABLE COPY



Th(; private sector could stand to gain tremendously if it gradually moves to instalt
Lhe following (o facilitate Lhe processing function.

S.No | DEFICIENCY REQUIRED ESTIMATED ORDER OF
EQUIPMENT COST PRIORITY
(Rupees)

1. Only one driving motor Need for a LMC Important as 3
(out of 2) operational to 4100 machines now
run 2 LMC Pelerson card/diskette dependent on
contact printing to set the other | 1,00,000 | one motor
machines— for making motor
16&35mm contact films— operational ,
and the analyser

2. Difficulty in meeting Need for an 15,00,000 Not a very

: increased demand for another editing to important
editing services with machine 25,00,000for | priority but to
only one editing machine | preferably of a good be sourced in

Steenbeck type | second hand | the coming
machine year

3. Inability Lo transfer Need for an 15,00,000 IT the time and
magnetic filin to optical optical camera to money invested
sound ‘ 25,00,000 in getting the .

fora same done in

reliable India outweigh

second hand | the costs of the

one cquipment in

. the next few
Years, then it
M would be

advisableif
one is
purchased for
Lthe benefit of
the industry

4. Inability to commission Need for a Crucial to
a/c plant and also take power 4,00,000 protect
precaution against transformer to expensive
power [luctuations that 5,00,000 equipment from
are common getling

damaged

3.2.6 Conclusion

NFDC presents a very altractive proposition for investment. It provides a
comprehensive range of products and services o cater to the entire needs of the film
industry. It guaranteesthe supply of raw waterials— at affordable prices and equipment
required for film production. It also provides complete facilities for processing, editing
and dubbing of films. It has the capability to produce 16mmas well as 35mm film along with
Llow up printing {acilities if needed. 1L does nol have the capacity to transfer magnetic
[ilm to optical sound at the present time. however, this service conld be acquired as the
organization beging Lo earn more revenues through increased business,

With a sizable workferce that is technically gualificd, and wide acceeptability of its
products and services among its clients, NTDC could he a very profitable and coffective
operationin the future. 1L would cont ribute tremendonsty to the development of The film
industry in Nepal under @ conimunications podics that fully encourages the growth of this
vital industry., !

L BEST AVAILARLF COPY )67
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3.4 FINANCIAL INFORMATION
llistorical Trading Results

The Company's trading results before tax for the lour years ended IS July 1992 are
summarized below. The results and the balance sheet figures shown below are taken from
the audited accounts for the 1989, 1990 and 1991 vears and provisional and unaudited
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 arein NRS 000 s'.

1989 1990 1991 1992 1993
Sales 2,851 7,056 5,029 2,550 845
Gross prolil 1,998 5,202 3,311 1,228 696
Depreciation 1,007 [,108 1,389 1,300 998
Other Overhead
and Expenses 2,785 2,540 3,586 4,666 3,030
Sub-Total: 3,792 3,648 4,975 5,966 4,028
Operating
prolit (Loss) (1,794) 1,554 (1,604) (4,738) (1,107)
Misc.Income 99 14G 186 1G 17
Non-operating
Expenses (12) (8) - - -
Profit(Loss)
Before Interest (1.107) (1,692 (1,418) (4.722) (3,315)
Interest Expense - - - - -
Profit(Loss) ss==o=== ====== soo==== S======
after Interest (1,707) 1,692 (1,418) (4,722) (3,315)

Balance Sheet

The Company’s balance sheet position is summarized below.

Sources of Funds 1989 1990 1991 1992 1993
Capital 55,42) §7.423 60,000 60,000 60,000
Reserves & Surplus (12,154) (11,285) (12,715) (17,570) (20,884)
HMG/N lnvestment -~ - 3,869 3,869 7,201 ‘
Total 42,678 46,138 SL, 154 46,299 46,317
Application of Punds
Fixed Asgets 28,001 29,648 31,931 32,586 32,9
Less Depreciation 13,4358 14,537 15,847 17,170 18,108
Net Fixed Agsrels 14,566 15,111 « 16,084 15.416 14,759
Capital work in progress 2606 s03 205 190 199
Current Assets 3,029 i1.974 38,291 35,809 421,128
Less Cucrent Linbilities (2,6R1) (1,540 (3,420) ) (5,.116) (11,763)
TOTAL: 42,678 46,138 S, 154 16,299 40,317
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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 nature of the

adjustments.

At 13 May Adjusi;ed j1
Sources of Funds 1993 Adjustments Note | Position
LCapital 60,000 (1) 60,000
l Reserves & Surplus (20,884) - (17,806)
| HMG/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 1
Il progress
1 Current Assets 46,125 (1,722) (3) 41,403 i
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 R. 9.437 represents the increase in the
existing use value of the assets of the Company as per the valuation reports:

Lab Building has been revalucd to its market value at R. 9,533, Plant,
Machinery Vehicles, & other Equipment have been revalued to their existing
use value, R. 9,922. Land and Office building have been taken at book value,
of R. 665 since the corporation does not own its land in plaza, HMG does nat
intend to sell the office building.

(b) The corporation has adopted an accounting policy of capitalizing filns &
documentaries produced in fixed assetsand 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.
- unrecoverable stafl loans & Advances 98
- bad/doubtful debts as per auditors report 1304
- obsolele stack items as statixd by Management 320
1,722
-



(4) Current Liabilitivs: Increase in current liabilities, represents following

adjustments:
Rs.
- Estimated amount of gratuity not
provided in the accounts 4,637
4,637

1,0



Appendix |
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 youragreeing to provide us with the Information Memorand um(s) dated
» 1993 relating to the sale of HMGN’s Shares in NFDC 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 confidentia] all information, statemcnts, 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. Weagree 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 ar the Information
Memorandum is concerned, or may do so.

4. On completion of the sale process, we will return the Information Memorandum, any
copics thereof or of any parts thereof and any papers containing extracts from the
same or based upon the Contents. in such case wit hin our possessionor disposition
Lo 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 ol the Memarandum,

S. We will do and take all lawfu] things and actions as youmay 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
not\vithstanding any omission, event and/or matter, except with respect to any
interest we purchase.

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

Your faithfully

Name

Company

Date

Position
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Appendix 2

Form of Bid
PRIVATIZATION OF MANUFACTURING PUBLIC ENTERPRISES
HIS MAJESTY'S GOVERNMENT OF NEPAL
BID FORM IN RESPECT OF T'HE BUSINESS OF
NEFAL FILM DEVELOPMENT CORPORATION

His Majesty’s Government of Nepal
Ministry of Finance

Corporation Coordination Division,
Privatization Unit, Kathmandu, Nepal

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.

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

Name

Address:

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

The Bidder confirms that it is acting as :

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

¥ [cdelete as in applicable]

The value which the Bidder ascribes to the Sharesis Nrs | l.



The Bidder does not have any unresolved questions in relation to the
purchaseof the Shares. or

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

* [delete as inapplicable]

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

(a)

(c)
(d)

(e)

(f)

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, introductionof technical expertise,improvement
of managementand 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).

Details of the commercial experienceof the Bidder.

The advantages/benefitsto the economy and development of Nepal which the
Bidder considers will accrue as a result of its acquisition of the Shares.

Any amendments proposed by the Ridder to the draft form of agreement for
sale and purchase set out in the information memorandum.

Any special conditions attaching to the bid.

The Bidder proposes to finance the purchaseof the Sharesin Lthe fotlowing manner.

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

(@3



9. The Bidder : (a) acknowledges that neither HMGN nor the 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 HMGN 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. :

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

DATE : 1993

SIGNED RY OR
ON BEHALF OF BIDDER :

Name and position held

Note : The Bidder must setoutina separateschedule the matters referredtoin paragraph
7 of Lhis forin.

| b



Appendix 3

His Majesty’s Government of Nepal

(HMGN)

(Purchaser)

(Guarantor)

AGREEMENT FOR SALE AND PURCHASE
OF 100 % OF THJ: SIIARES
IN NEPAL FILM DEVELOPMENT CORPORATION

1(05
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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 1In 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 1In 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 refzrence 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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3.
3.1
4,
4.1

4.2

3.1

n
[

(c) Headings are for convenience only and shall not affect interpretation;

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

SALE AND PURCHASE OF TIHE SIIARES

HIMGN 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. ‘

PURCHASE PRICE

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

PAYMENT

The Purchaser shall pay the purchase price for the Shares in the 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.

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

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

At Completijon;

(a) Title to the Shares and possessionof Lhe Shares shall be given by HMGN and
NFDC accepted by the Pucchaser;

(b) HMGN shall ensure that the [ ] Directors which it has appointed to the
Board of Direclors of NFDC shall resign.

(c) HMGN shall deliver to the Purchaser:

(i) A memorandumof transfer of the Shares;

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

All such documents referred to in clauses 5.2 (¢) (i) and (ii) to be prepared
by the Purchaserand submitted Lo the Vendor in sufficient time prior to the
Completion Date to enable execution by HMGN,



7.1

7.2

(d) The Purchaser shall pay or satisfy the purchase brice for the Shares in the
manner specified in clause 4.1.

INFORMATION ETC

In the period prior to Completion, HMGN and NFDC shall provide the Purchaser and
its duly authorized representativeswith 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.

WARRANTIES AND UNDERTAKINGS

In considerationof the Purchaserentering 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.,

The Purchaser acknowledges that it is entering into this agreement, and agreeing
to purchase the Shares pursuant to this agreement, solely in reliance on its own
judgment and inspection of the NFDC Business and assets and not in relianceon any
statements, warranties or representations made to Lhe Purchaser or to any other
person by or on behalf of HMGN and, save for clause 7.1, all express or implied or
other representations and warranties are hereby expressly excluded to the
maximum 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 personon behalf of any of them has
made, or is making, any representation or warranty, express or inmiplied, as
to the accuracy or completeness of, or otherwise in relation tn, the
Evaluation Material;

(b) none of HMGN, the Advisors, NFDC or any personon behalf of any of them has
given, or will give, any representation or warranly as to the future
prospects of the business of NFDC;

(c) none of HMGN, the Advisors, NFNC 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 or
undertaking (express or implied) that the Evaluation Malerial was or is
corrector that there has been no change in the »usiness. affairs or financial
state of NFDC either before or after the date of the provision of Lthe
Evaluation Material to the Purchaser or its agents or advisors;

(e) the Purchaser has made its own enquiiies and satislied itsell (after taking
all suchindependent advice as it has considered necessaryor desirable) as
Lo all matters which are relevant (whether'material or not) toits decision to
enter into, and perform its obligations under, this agreement.

For the purposes of this clause 7.3 the expression "Evaluation Material” means all
information (whether writlen or oral and held in any medium) statements,
projections, records, valuations. appraisals, forecasts. estimates an opinions
relating directly to the business and Lhe assets of NFIXC or (he cmplovees of the



8.2

10.

10.1

Business and provided by HMGN or any departinent of HMGN. the Advisors. NFDC ar
any of their respective officers, directors, employees, shareholders, affiliates,
agents or advisors.

EMPLOYEES

The Purchaser shall ensure that NFDC shall continue to employ such of the
employees 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) than
thoseat presentenjoyed by such emplovees, but subject to the provisionsof clause
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 presentintention is that redundancy costs will be met by NFDC, that
HMGN 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 Complelion Date).

RIGHTS OF VENDOR

If the Purchaser defaults in the performance of any of its obligations under this
agreement then HMGN may, after giving to the Purchaser 3 days’ notice in writing
of such delault 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 agreement and in that event any moneys paid by way of deposit
or installments of purchase price shail be absolutely forleited 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 HMGN may think
proper, with power to vary any contract for sale, buy in at any auction and
re-sell, and any deficiency in price which may result and all expenses in
attending a resale or attempted resale shall be made road by the Purchaser
and shall be rccoverable by HMGN as liquidated damages, the Purchaser
receiving credit for any payments made in reduction of the purchase price
but any increasein price on resale after deduction of cxpenses belonging to

[IMGN;
¢) Suc the Purchaser for specilic performance.
ANNOUNCEMENTS

Excepl as may he required by law the Purchascrshall not make any announcements
or disciosuresas to the subject matter ar any of the terms of this agreemenl except
in such form and manner, and at such time, as may be ap;.roved by [IMGN,

6
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12.
12.

13.
13.

14.
14.

14.2

15.
15.

1

1

)

l

o

NOTICES

If any party wishes to give to or serve on another rarty 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 parly and dclivered to the address of that
party stated below.

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

The Purchaser and the Guarantor:

NO WAIVER

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, :

COSTS

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

GUARANTEE

The Guarantor unconditionally and irrevocably guarantces to H¥ % the due and
punctual payment by the Purchaser of all moneys from time (o time payable by the
Purchaserunder this agreementand the due, punctual and proper performanceand
observance by the Purchaser of all its other aobligations under this agreement.

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, matler, circumstanceor
law whereby the Guarantor as a surety only would but for the provisions of this
clause have been released from liability hereunder.

GOVERNING LAW

This agreement shall be governed by, and construed in accordance with, the Jaws
ol Nepal.

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

~J
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EXECUTION BY THE PARTIES

Signed for and on behalf of IIMGN

(Name)

Signed by or on behalf of the Purchaser

(Name)

Signed by the Guarantor in the
presence of

{Position)

Signature of Witness

Occupation

Address

cenmne



COKFARY: NEPAL FILM DEVELOPMENT CORPORATION
BALANCE SHEET '

Appendiz 4

Schedule 1988/89 1S89/%0 199091 1991192 199293

| SOURCES OF FUNDS

1 (1) Share holds fund
(a) Capital . |
(b) Reserves and Surplus )

]

]

t

]

:

1()  LOAN FUNDS

1 {a) Secured Loans
1 (b) Unsecured Loans
]

:

1

]

[]

'

]

)

]

1

{3)  Other fund (HMGN Investnent)
TOTAL:
APPLICATION OF FUNDS

[}

(1) FIXED AGSETS
(a) Gross Block Value
(b) Less: Depriciation

{c) el Block

(d) Capital work in progress

() CURRENT ASSETS LOANS AND ADVANCES

{a) tnventories

(b} Sundry Debtors

{c} Cash and Bank Ralance
{d) Other Current Assets

(¢} Loans and Advances

(I) Work in progress

— TN n el e

Less: CURRENT LIADILITIES AND
FROVISIONS 8

{a) Liabilities
{b) Provisions

Het Curren! Assels

TOTAL:

S8 SMILR9 000000 600000 60000
-1044.86 -11284.96 -1211485 -17569.56

0.00
0.0

00

0.00
0.00

000

000 0
000 000

B389 386889

283400

0.0
0.00

mie

2678.0

161319

SUSH 462990

16317.00

2000.7
143566

i SIS
1453192

N g6y
1586164 17169.99

1M
18163.00

14565.10

1511040

1608383 1541698

14159.00

$6.3

Xin42

5912

IO

M8 1899

3000 1580859

19900

{25.00

H$.58
308.00
162165
na
819
ma

IR

00309
163151
138301
i
%8.40
549,15

1339.84

BeLY 11846
615.00 224595
B0 0636
21812 21798.00
meyn ¥,
1%697 13083

R PANTRRTRFY

4686.00
193,00
WM
111500
inin
Mo

11766.00

68097
0.m

181645

1539.8¢
000

LK

R X (TR
miay 45

JRESE XA T6

131800
4560

Hxap

BEST AVAILABLE COPY


http:51154.04
http:42678.03
http:34865.38
http:30'12.76
http:27846.45
http:22768.72
http:22912.42
http:16317.51
http:43125.00
http:38291.00
http:31974.23
http:30529.42
http:14759.00
http:15416.98
http:15110.40
http:14565.10
http:18168.00
http:15847.64
http:17169.39
http:13435.66
http:32921.00
http:32586.37
http:29648.32
http:28000.76
http:46299.33
http:51154.04
http:46137.93
http:42678.03
http:11284.96
http:127441.86
http:60000.00
http:57422.89

COMPAHY: NEPAL FILY DEVELOPMENT CORPORATION
PROFIT & LOSS ACCOUNT

Schedule ~ 1988/1989 X% 1989/19%0 X 1%0/1%91 % 19/1%1 % 199
Sales:
local Sales B5LY 1046.33 3029.15 B0.M 845.00
Export Sales 000 0.00 0 000 0.00
Gorernment Sales 0.00 0.00 0.00 0.00
A, TOTAL SALES =
=== BSLD 10000 704638 10000 5005 10000 255004 100 84500 109
Direct Costs
Waterials 51007 8803 BB N MK N NI (HE) 659700 S0
Depreciation plant & machinary 100687 331 110333 1873 1389.7 2762 129980 5056 %900 (8.1
Other factory averheads w0 Ny 053 11645 1 len 4356 M0 209
Filn production, show & dist. 16766 2692 17082 BT 150388 NN S HAE @M N
less:Closing Stock “NB38  -876) -20L10  -JL68 -UN 469 -N51847  -98.76 -4636.00 -S50S56
B. TOTAL DIRECT 00STS IéﬁO.lJ 6.0 VSLM 4190 IM6T2 608 22262 10LES BHO0 (M
(. GROSS PROFIT (A-B) WLI0 K6 O S0 1Ru) N 788 <185 -0
Administrative and Other Overheads
Salaries & Benefits 9 DT 8161 2155980 0o0 LT 6L IBLOY 1R 1w
Adninistration & Other Overhea 10 B5 1500 -1950 0B LD 903 88 ME 80N
G. Total Administralion & Other Overheads 278458 9166 54009 3605 MS8605 700 446566 161% XN
H. Operating profits (C-G) -4 6290 1SSDIS M5 162 B9 BN -IRSSI -DINM
M., -operating Income and Expenses
Hon-operating Income 99.01 s.n 18588 165 1700
Jan-operaling Expenses =101 -1m 0.00 N 0.0
Interest Expense 0.00 0.0 0.00 0.0) .00
Exceptional Items (prior period Expenses) 0.00 0.00 0.00 0.0 0.m
Frofit Aefore Tar 10648 1691.62 SLTALS U -5m
Tax 0.00 0.00 0.00 0.0 0.m
Net Profit -1106.48 1691.62 STHAL - -JH500
Dividends 0.00 0.% 0.5 0m 000
Kelained profits -1706.48 16%1.62 QLA - -IM5.00

BEST AVAILABLE CopPy
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http:47.18.24

COMPANY: KEPAL FILM DEVELOPMENT CORPORATION
SCEHDULE ATTACHED TO AND FORMING PART OF THE BALANCE SHEET

SCRED; CAPITAL 1988/89  1989/90  19%0/91 1991/92 199Y/%)

| ! hthorized Capit G0N0 NN G0 KX AN
! Issued Capital 00 0m 00 00 0w
| P —

Ve

'

, Paid up Capital SHL90  ST42089 6000000 6000000 6000000
'“"'_.=::

e

]

'
1 | Reserves and Surpius

| R—

) emmrmmem e

) Capita! Reserve 0.00 0.00 0m 0N o
+ General Reserve 000 00 000 000 0M
1 Profit & Loss A/C

v Profit {Loss) up to previous year -0 12040 -1 -1100485 -17569.00
v Profit (Loss) this year <1063 16913 -WILW AT -BISM
1 Profit & loss adjustment WS -1 -2 -13300 0.00
[]

4 TOTAL: -1 -1128496 ~1200485 ~17560.56 - 88400

3} INVENTORIES

TOTAL: 162065 158501 BWOOTL MR 87040

' Petroleun products 0.0 0.58 0. R[] 1.0
v Seni-finished {in WIBZL  ME1A UMY 190 166
' Niscellaneous stores _ 000 8109 980 {15¢ M0
‘] TOTAL: NBR 2009 KN BIRGE 636
1 SUNDRY DEBTORS ssmzmios smrmmmsss samomzzosmosmem:
'.—_'::::::2::
» HuG D081 2460 46T WLD 19200
+ OTHER PES ) I 7/ S v R ) I 1|
| OTHERS 6185 140058 I WS mam
P e e s mmo - BEST AVAILARLE COFY
H TOTAL: 0803 1RNS] dGISME N8OS iMm
§ 1 Cash & Bank Balance
! ettt td
, Cash-In-Hand 118y 0.4 01 n.w 0.m
v Cash-al-Bank DA43) 1004 BMS8 MR M R

' Deposils S S @R e g
L MO0 BTS00 MM TN amnm
: T0TAL: DAY WA DRI AWM K z?


http:2.363.36
http:136:1.09
http:11569.56
http:12144.29
http:12714.85
http:12144.29
http:11179.71
http:60000.00
http:60000.00

T} LOANS & ADVANCES

Staff Advances
Other advances
Suspense A/C

+ CURRENT LIABILITIES & PROVISIONS

!
1(3)  Uibilities
'

Deposit [ron Custoners
Other Depasits
Miscellenous Creditors

Income Tar
Other [abilities

(b)  Provisions

]
]
]
[}
1]
]
]
¢
]
)
]
]
)
)
[]
1
1]
1
)
]
]
1
i Provision for expenses
]

]

]

]

]

]

1 SALARIES AND BENEFITS

Stafl Salary & Allowances

Nedical reinbursenents

+ ADMINISTRATIVE AND OTHER OVERHEADS
1

Stall wellare & gratutity

)

X

H Stalfl Gratuity & Welfare Expenses
]

'

]

]

1 Printing and Stationary
 Travelling Allomance

« Vechile fuel Expense

1 Vechile Maintainence & Repair

1 Repairs & Maintainence Others

+ Local Travelling Expenses
« Entertainnent Expenses
+ Mvertisenent
 Donation and Charity

i Directors' fee

1 Auditors' fee

\ Rales & Tares

, Electricity & Utilities

+ Postage 1 Telegrams

+ Books and periodicals

1 Insurance Expense
 Legal Expenses

+ Bank Comnission

1 Miscellenous Erpenses

+ Expenses included in fils production

TOTAL:

TOTAL:

TOTAL:

BEST &VAILABLE COPY
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K5} DM 00 6.8 1080
000 00 358 B8 M
HEL9T  ISHBL 4649 ILS) 1131000
0.0 000 M3 AN 45A00
MmN DNB BEH 8L
HATL s 14 s
N 00 000 M
DB USIB MW 3L 2200
03 M6 n% WM
8L 1ost 69 180
s 08 an o o
&0 CATIRNS AT RS )
BY @68 9 0B -
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Qty  Purchase ¥r RCost  Salv. T.U.  RU.  PValue
SH DESCRIPTION B E F LifeG Life J
No/Sels Irs.  XIOOOMRs % Yrs.  Yrs.  XI000MRs

STUDIO & SOUND EQUIPMENTS (Code Ko. 0114)

BF. 115499 19.%

t Carrying strap : 10

¥ Cable TRt Pilot : 1.0

t Tape counter graduated in 10

nigute

¢ 5* Enply rooll : 100

¢ Nul rep tetaining : 5.00 19 7% 1000 000 500 36
t Pre- anplifiar internal : 100 1988 1M 000 00 S0 K
unissrel ( inpal -f) _

¢ Beyer dyaamic microphone wit : 0 198 612 1000 1000 500  29%
clamp

¢ ¥ingshield foan Lype : 0 198 M 1000 1000 S0 13
¢ Talle stand light : 0 98 000 1000 S0 1M
¢ Elastic suspension : X)) " U» 000 1000 50 103
¢ Light telesoopis Boom ARM § : A1) 188 505 1000 100 S0 1%
Elenents
¢ Exlension for boom arn 2 : 100 19 1.9 000 1000 S0 W
Elenent

Sub Tolal of Sound equippent B08)M 11141

'

3E5T AVAILABLE COPY

Appendiy &
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http:8,083.94
http:7,154.99

DSEA KFDC
Valuation Table of Machinery contd..
Qly Prchase¥r Rost  Sae. TU. R0 PValge
SN DESCRIPTION B E FLileG Lifeh )
KofSets Yrs.  XI000HPs % frs.  Yrs.  XI000NRs
STUDIO & SOUND EQUIFMENTS (Code No. 0114)
B.F. 8,08).94 1,INAl
¢ Light foldable floor stand 100 9 1.9 00 100 500 587
for boon
t Pre anplifier internal 1.00 198 1359 05 100 500 W
oniversal ( input - 2]
* Cable § It ceir microphone 200 198 64l 0/ 100 500 1
& line input & output(8-38)
¥ Extension Cable (33 ft.) 00 98 9.3 1000 1000 500 45
microphone & Line input output
t Cable (10 ft.) Line input 100 198 )91 1000 10.00 §00 1.92
output (38-38)
¢ Pomersupply mullivoltage main : 1.00 1988 5684 1000 1000 500 1786
with battery charger
* Wain cable with one plug 100
t Balleries 15 Amp recharge § : 1.00 198 191 008 1000 500 119
¢ Crystal pilot generator 10 98N M 10% M LR
inlernal
* Flayback syncroniser (intenal) : 1.0 1% 15459 00 00 S0 %6
t Frequency meter N 19880 WU 000 1000 S0 6@
¢ Cable () {t) AR RISFBL & : 1.00 1983 BRY 1000 1000 500 1.9
bolex 16 procamera
¥ Tape clearing blade 1.0 93 49 e om0 1w
Sub Total of Sound equipment 80084 LIBAS

PSR SEN

BEST AVAILALY

119


http:8,033.94

DSkA NFDC
Valuation Table of Machinery contd..
Q'ty Purchase ¥r RCOust  Salv. TU.  RU.  Palue
SH. DESCRIPTION B E Fooollel Ll )
Ho/Sets Yrs.  XI0OOWRs X% Yrs.  Yrs.  XI00ONRS
STUDIO & SCUND EQUIPMENTS (Code ¥o. O11)
B.E. 8,908 130545
¥ Creyritility bag (Frentpacket) : 100 988 120 00 0N S0 59
¢ Head Phone Beyer S0 ms  : 1.00 18 NN 1000 100 500 8
¢ Magnetic Tape agfa 58 : 500 588 13 1000 000 500 M)
- Speed vareator N. 4.2 1 7 ): 1.00 1988 .18 1000 1000 500 W3
¢ Cable (7ML} Star Stpp : 10 g In 1000 1000 500 18§
¢ Lid with loric : 100 198 1182 1000 1000 50 58
! Tape counter graduated in 1.00 198 4% 1000 000 500 24
ninoles
12 As per the list of 1989
L Filn Loop box plate assy
conplele with [ronl plate 1.00
b. 64 leeth steel sprorbet : 1.00
¢ Shoft with vonospad Arm 0 1989 1.4 00 100 6% 110
d. Roller Assenbly : 00
e Rovey 2 Channel- echounil
operaling on AC/DC : 1.00 199 15.00 1000 1000 600 8.6
{. Roxy nake 2 channel Echo Uni: 100 198900 1500 1000 1000 60 816
g User Tape recorder 4400 Report
Sterio : 1.00 1,989.00 1939 10.00 10.00 60 1055
h. Uher pomer pock with charger: 100 1% A 1000 1000 &M 2
Total of Sound equipnent 8,547.66 LAOLS

BEST AvVait ARLE COPY



DSEA NFDC

GENERAL USE MACHMERIES
Qty Purchase ¥r RCst  Salv. TN, RU.  PValue
SN, DESCRIPTION B E F LifeG Lifed i
No/Sels frs.  XI000NRs X frs.  Vrs.  T1000KRs

PROJECTION & OTHER ACCESSORIES (Code Mo. 0119)
4. 16 M pholo phone sound

projecior : 1 1986 2195 1000 10 1 WB
d. Ahoja anplifier (Ampli) : ) B 19 1000 10 LI A
9. As per the List of 1986
8. Magnetic bright, pri ampli-

fier two way swilch : | 1% 8113 1000 10 A A Y]
1. l6nm Eleno Frojeclor Mo. 7885 : ] 199 Bn 000 10 6 194
b. Duka 5 W Anplifier : | %9 W 100 10 6 1Y

Tolal General Use Projection Equipn. .9 9.%

¢ lbmm Aslon Camera : | 1988 1,580.92 $00 10 § 165061
d. Yashica Camera : i N8 4941 10 5§ 0%
Tolal General Use Camera Equipn. J60.4 167357

EDITING EQUIPHENTS

2 Stavol 1000 ¥ Vollage stabilize: | 98 S om0 S &y

Total General Use Ediling Equipn. 1118 8.9

ELECTRICAL EQUIPMENTS

3. Step down transformer : | M 4R 1000 10 09

B 3K W Voltage staplizer : 1 e 13 0m 10 11

BERT -

SARCE COPY

1 60


http:3,630.74

10. As per the st of 1991

& Shree Ran Fonda Jenerator | 9 18 00 0 B 980
b, IKVA Stanol staplizer
(Japan) 19 5291 1000 10 8 N8
Tolal General Use Electrical Equipe. 6.0 135.14
STUDIO & SOUND EQUIPMENTS
B User Tape recarder 4400 Report
Slerio : 100 1989 19.9 1000 1000 600 103§
Total General Use Sludio & Sound Equipm. 9.9 1055

BEST AVAILABLE COPY

1%



DSEA

NFDC

UNUTILISED MACHINERIES

e —

SN DESCRIPTION

Qy Purchase ¥r RCost  Salv. T RU.  P¥alue
B E F o Lile6 Lifef J
No/Sets Yrs.  XIOOOMRs % frs.  Yrs.  XI00OMRs

ELECTRICAL EQUIPMENTS

¢ (National) air conditioner
No. CW 120 B.T.V. F & T wind
lype

d. (Natiomal) sir conditioner
split type No. 2000 K.H,

| 199 100 20 0 § 6

| 192 4 00 10 9 W18

Tolal Unulilised Electrical Equipn.

sl D

BEST AVAILARLE COPY

| X



DSEA NFOC

SUMMARY OF WACHINERIES

o S ——
—————— Tl

SPECIFIC USE MACRINERIES

————

Replacenent Net Present
Valve  Value

KRs. KRs.

01 PROJECTION & OTRER ACCESSO: 40497 09.44
01 PROCESSING EQUIPMATS @ QML 25%82
0). CAMERA EQUIPHENTS OB 1610
04. EDITING EGUIPMENTS DOLNk% 50
05. ELECTRICAL EQUIPMENTS 1.5 84
06. SHOOTING EQUIPNENTS : LIS ws
07. LIGHTRMG EQUIPKENTS : %394 55057
0. STUDIO & SOUND EQUIPNENTS :  1,J9).45 680.31
Total Specific Use Wachineries —-;,8;!;2-]*—.4.94——7?4;

BEST AVBILARLE COPY


http:4,942.46
http:1,393.45
http:3,747.67

000 .

DSEA RFOC
SUMMARY OF MACHINERIES
GENERAL USE MACHINERIES
NRs, NRs.
Ol PROJECTION & OTHER ACCESSO: 3492 9996
02 PROCESSING EQUIPMENTS 0.00 0.00
0J. CAMERA EQUIFMENTS e0u 168
(4. EDITING EQUIPMENTS 1. 8.9
05. ELECTRICAL EQUIPMENTS 21605 135.14
06. SHOOTING EQUIPMENTS 0.00 0.00
07, LIGHTING EQUEPMENTS 0.0 000
(8. STUDIO & SOUND EQUIPMENTS : 9.9 1055
Total General Use Machineries —H.B 192162
UNUTILISED MACHINERIES
T NRs. HRs.
01, PROJECTION & OTHER ACCESSO: 000 0.00
02 PROCESSING EQUIPMENTS 0.00 0.00
03. CAMERA EQUIPMENTS 0.00 000
(4. EDITING EQUIPMENTS 0.00
05. ELECTRICAL EQUIPMENTS 161 s
06. SROOTING EQUIPMENTS 0.00 0.00
07. LIGHTING EQUIPMENTS 0.00 0.0
08. STUDIO & SOUND EQUIPUENTS : 0.00 0.00
Total Urutilised Wachineries —“4-2-7-;1 ------ Jf_M—ZS

BEST AVAILABLE COPY

|6
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http:1,927.62
http:4,248.25
http:1,673.57

DSEA HFDC
0BSOLATE UACHIKERIES

NRs. NPs.
01. PROJECTION & OTHER ACCESSO: 91641 531

01 PROCESSIKG EQUIPMENTS
03. CAMERA EQUIPMENTS
04. EDITING EQUIPHENTS
05. ELECTRICAL EQUIPMENTS
06. SROOTING EQUIPMENTS

07. LIGHTING EQUIPUENTS

08. STUDIO & SOUND EQUIPMENTS :

Total Obsolate Machineries

Total Valve of Machineries

95 906
DOESs  6M3)
Wl sl
U
S0 76
Wen sl

LIH8 N3.48

Bl M8

$85830  920M

BEST AVAILABLE COPY

| 95


http:432S58.30
http:33,74.21
http:1,410.11
http:9,983.15

Qty Purchase RCost Salv. T RU. Pvalve

SN DESCRIPTION B E F LifeG  Lifek J
NofSels  Yis.  KRs T W Yis MRs

0f. Car Ba. A Yna 52 II% 600000 2000 2 11 462018
02 Bicycle 396 e00 1000 0 0 &
03. Bicycle 3OB a0 1000 0 0 &
M. 125 C.C. Motorbike 1981 1800 2000 I\ J 58198
05. Bicycle 1% 20 2.0 0 0
06. Bicycle 19 20 2 § § 10138
TOTAL VALUE OF VERICLE : Km0 5186438

BEST AVAILABLE COPY
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OFFICE EQUIPUENTS

Qty Purchase RCost Salv. T.U. RU. PValue
SK DESCRIPTION B E FLifeG Lifell J
MofSe VYrs. MBs % ¥rs. Yis.  MRs

0L Asperlistof M purchese 66 1912 M5 » 0 0 1042
01 Asper listof 197 purchase 221 1973 63657 X0 0 0 1817
0. Asperlistof 97 purchase 10 19M 895) ¥ 0 0 1%
0. Asperlistof 197 purchase 31 1975, 1916 B 0 0 %
05. Asperlistof 9% purchase 28 1976 M) 21 0 0 603
0. Asperlistof 1977 purchase IS 1977 WX2 % 0 0 NN
07, As per list of 1978 purchase 69 1998 591 25 0 0 198
03. Asperlistof 1979 purchase It 1913 43 A 0 0 1002
09. As per list of 19%0 purchase ¢ 1% I D 0 0 e
10. As per list of 1981 purchase U S 17, N 7 S Y| N
Il Asper list of 1982 purchase 50 1982 25010 21 0 0 5
12 As per list of 198 purchzse B 1983 uNZ 2B 0 _ 0 40

13 As per List of 1984 purchase

813112 open rack § 19 1000 M 0 o Wy
£16'215" open rack 1 1% W0 0D 0 0 9
Big stool I8 %0 2 0 0 10
Dunlop chaic with arn 1O IWmE 30 » 0 0 0
Steel revolving chair 1% %0 2 9 0 0
Cushion clair with arn Yoo B O®H 0 0 S
18.5°115.5126" (able o/ W 20 0 0 60
$ub Tolal of Office equip. X766 R766

BEST AVAILAFL £ COPY



DSkA NEDC

OfTice equipnent contd ...
Q'ly Purchase RCost Salv. T.U. RU. PValue
SK DESCRIPTION B E FLdeS Lifet ]
Fo/Se Yrs. MRs % Yrs. Vrs.  MRs
BF. 14766 18766
16 &s per list of 1985 purchase
Tea table L W B 0 0 0
8119136 stee! alnirah I} 10 N 0 ! &%
Steel alnirah 1985 10000 2 10 2 1
3 drawer [tling cabinel I 138 2 2 0 2 U1y
Office chair with Resin cover 1198 1000 % 0 0 220
15, As per list of 1986 purchase
816" 119" steel alnirah JOI%6 100 20 0 3 M0
60°1367130" office table
with sunsica 1% 600 2 7 0 100
Revolving chair 1198 320 2 9 2 1R
3 pe. sofa set 1 1% 40 2 7 0 %
1118”122 table 1 1% % 2 7 0
%°136" steel rack 11986 M0 % 10 ) 1B
16. As per list of 1987 purchase
667136"119" steel almirah 1% 5 » 10 4 10
66"2%6"117" steel alnirah 11987 5060 20 10 4 uss
Revnlvung chair 1 1% 0 2 9 R AL
Chair with wooden [ma ¢ 18 M0 2 71 1 9
9™ 136"112" steel rack 1 1% M0 » 10 4 %5
Single bed 1 1% 100 20 7 1 B
17 As per list of 1988 purchase
B6"136°119" stee! almirah 1198 Si0 » 10 5 S
Chair with cushion 9 I8 S0 B 7 1847
Chair with dualop 11388 10 B 1 1 6¥
Sub Total of Office equip. 10316 119364

'
|
Yo

I
i

BEST AVAILLABLE COPY
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™



D5&A

NFDC

Ofice equipment contd ...

Q'ty Purchase RCost Salv. T.U. R.U. PVslue .

SK. DESCRIPTION B E FoLifeG Lifegd J
KofSe Yrs. MRs % TWis. Yis.  MRs
4016 1934

i8. As per List of 1989 puschase

96"17°x12" steel angle rack
with 7 Lyers 1199 S0 2 10 6
Pannel board SO 80 N 10 6 S

19, As per list of 190 purchase
Steel alnirah 1O19% 0200 20 10 7 &0
Office chair I 9% 80 2 1 ¢ 48
Telephone bor I 9m w2 1 ¢« m
Sunnica table I 1% 0 2 7 & 1%
Whee! chair with dualop 1 O19% 60 2 7 & By

X, As per list of 1991 purchase
Complaint bor 119 @ 0w 1 5 I
Steel alnirah 9 sl 20 8 M
Registered counter Lable 19 e 20 7 5 48
Sofa set with resin cover o™ 0 20 17 5 M
9" sleel rack 1191 600 W™ o108 XS
27036"119" steel almirah 1 I o0 o8 1w

3. s per list of 1992 purchase
9%"136"112" Steel rack /9 9Mm0 ® 10 9 e
96"U3'TIS” steel skelton rack 2 1992 10 N 0 9 SN
Table ¢ M M N 1 6 On
Sunimica top centre Lable 1% mon 1 6 Ml
66" steel alnirah 11992 %0 20 1 9 u%
TOTAL VALUE OF OFFICE EQUL: SIS 182510

BEST AVAILABLE COPY
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Abbendix 7

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

BEST AVAILARLE COPY


http:AVAI[.AB
http:9532840.76
http:7480225.68

Abbendi;( o3

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
Senjor Production
Officer Tec. 8 2 2
Senior Film
Director Tec. 8 2 2
Senior Adm. Officer Adm. 8 1 1
Sénior 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

BESY AVAILABLE COPY t Q \



Asst. Planning
Officer

Ast . Account Officer

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

Adm., Asst. On
Contract Service

adm.

adm.

adm.
Tec.
Tec.

Adm.

Tech.

Adm.

Tech.

Adm.
Tech
Adm.

Tec.

Tec.

Adm.

BEST AVAILARLE COPY

= NN

)

1
1
1 1
1
2
6
4
8 10
1
2 3
9
2
9 17
1 1
4 4
11 11
3 3
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