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Main factors affecting the business:
Following are some of the major factors that may
adversely affect NCHL's business in the coming
fscal year.
Continuation in the trend of merger of various
BFls ultimately reducing the potential and
existing members which will directly impact
the annual income of the company. However
due to the requirements to service huge
customer base by the post-merger larger
BFls, it is also expected that the transaction
volume may increase.
Possibility of change of rules and policies
from the regulatory bodies including
Payment and Settlement Bylaw and the
recently published Licensing Policy may
increase the number of payment service
provider thereby increasing the competition.
The recent policy of Nepal Rastra Bank in
Monetary Policy for transaction of NPR 30
lakh and above are mandated to be done
through cheque which indicates regulatory
direction to promote non-cash transactions
thereby increasing opportunities for NCHL.
Increase in the exchange rate of USD
against NPR will increase its operating
expenses. Company has taken a short
term policy of entering into forward contract
for USD payments to international vendor
based on the market outlook to minimize
foreign exchange risk.
Limited availability of the skilled resources.
Company has arranged for various internal
and external trainings for its staffs and has
regularly reviewed its employee benefts.

Remarks and observation from Independent
Auditor’s Report:

Auditor has expressed their satisfaction on the
fnancial transactions of the company. Complete
audit report is attached in the later section of the
report.

Amount recommended for Dividend:

20% on paid up capital amounting NRs.
30,000,000.00 is proposed as cash dividend for
the fscal year 2015/16.
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Detail of share forfeited
No share has been forfeited.

Any information given to Company by its
principal shareholder (who holds 1% or more
shares of the company) during financial year:
Not applicable

Company and its subsidiary company’s
transaction and review of situations at the
end of the fiscal year:

NCHL does not have subsidiary. And the details
of transactions of the company have been
mentioned in the presented balance sheet,
proft & loss statement, cash fow statement and
auditor’s report.

Information regarding personal interestof any
of the directors or their relatives regarding
the agreement related to the company:
There is no record of such event/ transaction.

Purchase of its own share:
Not applicable

Information regarding existing internal
control
This has been disclosed under sub-section
Internal Control of section Governance of this
report.

Plan of the company for the coming fiscal

year:

Some of the major activities of NCHL that are

planned for the FY 2016/17 include:
Formulation of strategy to minimize the
impact on revenue due to possible mergers
of member BFIs. There is possibility of
reduction of 15-18 members and expected
to reduce the number to 95-100 BFls by the
end of FY 2016/17.
Promote and encourage member BFIs to
introduce outward clearing from majority of
their branches.
Implementation and smooth operation
of NCHL-IPS System. Introduce various
products and services to the participating

members.
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Increase membership base of NCHL-IPS
system to 70 direct members and 15 indirect/
technical members.

Considering the possibility of increase in
transaction in NCHL-ECC and NCHL-IPS,
capacity planning and management will be
of focus to handle increased transaction
volume.

Creating public awareness and acceptance
of transaction through NCHL-IPS system.
Organize continuous training and
orientations for participating members of
NCHL-ECC and NCHL-IPS systems.

Detail of management expenses incurred during the year

The details of the management expenses are as follows:

2015/16 (2072/73) | 2014/15 (2071/72) 2013/14 (2070/71)

Employee Expenses
Other Administrative Expenses
Total Administration Expenses

Member of Audit Committee, their
remunerations & benefits and details
of their activities performed along with
recommendations:

Members of the Audit Committee are:

1. Chairman (during the FY represented by Mr.
Shiba Raj Shrestha and later by Mr. Rajan
Bikram Shah but currently vaccant)

2. Mr. Rabindra B Malla — Member

3. Mr. Saroj Kaji Tuladhar — Member

4. Finance/Admin Offcer — Member Secretary

There was no provision for remunerations to
any of the members of the Audit Committee.
As a meeting allowance, NRs. 5,000 for each
member was provided per sitting except for the
Member Secretary who is not provided with the
meeting allowance. Total of NRs. 47,500.00
was disbursed as meeting allowance to the
Audit Committee members. Applicable tax was
deducted prior to the payment in all such
payments. Five audit committee meetings were
held in the fscal year.

Details of remunerations, allowances and
other benefits paid to Directors, Managing
Director and Chief Executive:

There was no provision for remunerations to
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13,897,739.57
7,847,172.75
21,744,812.32

10,463,175.03 9,596,005.88
7,817,653.33 7,321,264.14
18,280,828.36 16,917,270.02

any of the Directors. As a meeting allowance for
each board meeting, the meeting allowance was
provided to Board of Directors for each sitting
which was NRs. 5,000 for each Director during
this year. The Board had 9 meetings during the
period under review and total of NRs. 225,000.00
was disbursed as board meeting allowance to
the Directors. Applicable tax was deducted prior
to the payment in all such payments.

Board Member Total Meeting
Allowance

Shiba Raj Shrestha 30,000.00
Rajan Bikram Shah 10,000.00
Rajan Singh Bhandari 37,500.00
Jyoti Prakash Pandey 42,500.00
Upendra Poudyal 35,000.00
Rabindra Bdr. Malla 50,000.00
Krishna Raj Lamichhane 47,500.00
Saroj Kaji Tuladhar 45,000.00

The Chief Executive Offcer during the year under
review was paid salary of NRs. 22,80,000.00 and
NRs. 32,71,879.73 as allowance and benefts
including provident fund contribution and bonus.
A car facility with fuel expense of up to 150 liters
per month on actual and mobile expense of up
to NRs. 2,000 per month on actual were also
provided.
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Details of Dividend and Dividend Payable:
Dividend of 20% has been proposed from the
proft earned from the FY2015/16. Dividend
of NRs. 116,983.00 remain payable from the
FY2014/15.

Information disclosure as per Section 141
regarding purchase or sale of assets:
Not Applicable.

Details of related party transaction as per the
section 175:
Not Applicable.

Any other details to be disclosed:
Disclosed in appropriate part of this report and
fhancial statements.

Finally, on the behalf of the Board of Directors, we would like to thank Nepal Rastra Bank, Banks & Financial
Institutions, other regulatory bodies and other stakeholders for placing their trust and confdence in our
company. Sincere thanks to the management team and other staff whose commitment and hard work has
brought the company up to this stage. We look forward towards continued support and suggestions from
all the stakeholders to establish NCHL as a leading service provider of national payment and settlement

systems.

On behalf of Board of Directors

Rajan Singh Bhandari
Chairman
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Nepal Clearing House Limited
Income Statement
For the period from Shrawan 01 , 2072 to Asadh 31, 2073

(Corresponding period from 17 July 2015 to 15 July 2016 )
Amount in NRs.

Operating Income :

Revenue 14 160,065,825.01 111,612,891.84
ECC Software License - Members 2,448,000.00 1,856,000.00
Operating Expenses :

Operating Expenses 15 44,922,367.22 42,779,133.97
Cost of ECC Software License - Members - 15,770,554.26
Gross Profit 117,591,457.79 54,919,203.61
Other commercial income 7,491,276.49 5,278,322.85
i) Interest Income 7,480,075.99 5,237,896.18
if) Other Income 11,200.50 40,426.67
Administrative Expenses 16 21,744,912.32 18,280,828.36

Operating Profit

Financial expenditure
Depreciation Expenses

103,337,821.96

18,176,498.66

41,916,698.10

17,235,210.68

Staff Bonus 7,741,938.48 2,243,771.58
Profit before Tax 77,419,384.82 22,437,715.84
Provision for Tax 20,390,531.00 6,959,155.83
Deferred Tax Surplus (Defcit) 707,554.44 1,046,615.73
Net Profit after Tax 57,736,408.26 16,525,175.74
Proft (Loss) Up to Last year 7,192,771.86 8,972,631.27

Accumulated Profit (Loss) up to this year

Appropriation:
a. Technology Enhancement Reserve

b. Ordinary Reserve Fund

c. Proposed Dividend
d. Balance of proft & loss transferred to Reserve and Surplus

64,929,180.12

11,547,281.65

30,000,000.00
23,381,898.47
64,929,180.12

25,497,807.01

3,305,035.15
15,000,000.00
7,192,771.86
25,497,807.01

Schedule 1-17 form an integral part of fnancial statements As per our report of even date

Neelesh Man Singh Pradhan Rajan Singh Bhandari CA. Gyanendra B. Bhari

Chief Executive Offcer Chairman G.B. & Co.
Chartered Accountants
Upendra Poudyal Jyoti Prakash Pandey
Director Director

Rabindra B. Malla
Director

Krishnaraj Lamichhane
Director

Saroj Kaji Tuladhar
Director

Date: 4 September 2016
Place: Kamaladi, Kathmandu, Nepal
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Nepal Clearing House Limited
Cash Flow Statement

For the period from Shrawan 01, 2072 to Asadh 31 2073
(Corresponding period from 17July 2015 to 15 July 2016 )

Amount in NRs.

A. Cash flow from Operating Activities

Net Profit/(Loss) before tax

Preliminary & Pre-operating (Expenses)/Surplus
Add/(Less) : Adjustment

Depreciation

Gratuity Provision

Leave Provision

Staff Bonus Provision

Financial Expenses

Income Tax Paid

Proposed Dividend

Cash Flow from Operation Before Working Capital
Increase(Decrease) in Current Liabilities
Decrease (Increase) in Current Assets

Cash Flow From Operating Activities (A)
B. Cash flow from Investing Activities
Purchase of Fixed Assets

NCHL IPS Project_ WIP

Investment

Sale or Disposal of Fixed Assets

Cash Flow From Investing Activities (B)

C. Cash flow from Financing Activities (C )
Interest on loan

Increase(Decrease) in Loans

Share Capital

Sale of Fixed Assets

Dividend Paid

Cash Flow From Financing Activities (C)

Net Increase(Decrease) in Cash & Bank Balances (A+B+C)

Cash & Bank Balances at the Beginning of the Year
Cash & Bank Balance at the end of the Year

Neelesh Man Singh Pradhan
Chief Executive Offcer

Upendra Poudyal

Rabindra B. Malla
Director

Date: 4" September 2016
Place: Kamaladi, Kathmandu, Nepal
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Rajan Singh Bhandari
Chairman

Director

Director

77,419,384.82

18,176,498.66
16,485.03
(652,797.85)
7,741,938.48

(30,000,000.00)
72,701,509.14
35,962,823.04
(9,665,021.67)
98,999,310.51

(19,373,517.54)
(6,397,930.73)
(60,000,000.00)

(85,771,448.27)

(14,883,017.00)
(14,883,017.00)
(1,655,154.76)
34,427,157.26
32,772,002.50

22,437,715.84

17,235,210.68
(322,237.88)
285,019.28
2,243,771.58

(15,000,000.00)
26,879,479.50
11,546,553.72
12,689,849.05
49,282,169.40

(1,779,961.66)
(3,399,320.93)
(35,000,000.00)
13,386.08
(40,165,896.51)

9,116,272.89
25,310,884.37
34,427,157.26

CA. Gyanendra B. Bhari
G.B. & Co.

Chartered Accountants

Jyoti Prakash Pandey

Krishnaraj Lamichhane

Director

Saroj Kaji Tuladhar
Director
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Nepal Clearing House Limited
Schedule Attached To and Forming Part of Financial Statements
As at Asadh 31, 2073

Share Capital

Authorized Capital
2,500,000 Ordinary Shares of Rs 100/- each

Issued Capital
1,500,000 Ordinary Shares of Rs 100/- each

Subscribed Capital
1,500,000 Ordinary Shares of Rs. 100/- each

Paid up Capital
1,500,000 Ordinary Shares of Rs. 100/- each

Less: Calls in Arrears
Deposit for Share

Total

Reserve & Surplus

Technology Enhancement Reserve
Adjustment for deferred tax liability
Accumulated Proft/(Loss)

Total

Medium & Long Term Loans

i) Secured Loan
if) Un Secured Loan
Total
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250,000,000.00

150,000,000.00

150,000,000.00

150,000,000.00

150,000,000.00

14,852,316.80
23,381,898.47
38,234,215.27

Amount in NRs.

Schedule - 1

250,000,000.00

150,000,000.00

150,000,000.00

150,000,000.00

150,000,000.00

Schedule - 2

3,305,035.15

7,192,771.86
10,497,807.01

Schedule - 3
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Nepal Clearing House Limited

Schedule Attached To and Forming Part of Financial Statements

As at Asadh 31, 2073

Investment

FD - Siddhartha Bank Ltd.

32,500,000.00

FD - Janata Bank Nepal Ltd. 20,000,000.00
FD - Laxmi Bank Ltd. 10,000,000.00
FD - Civil Bank Ltd. 30,000,000.00
FD - Mega Bank Nepal Ltd. 20,000,000.00
FD - United Finance Ltd. 3,000,000.00
FD - Tourism Development Bank Ltd. 15,000,000.00
FD - Guheswori Merchant & Finance Ltd. 10,500,000.00
FD - Supreme Development Bank Ltd. 9,000,000.00
Total 150,000,000.00

Cash & Cash Equivalents

Cash Balance

Bank Balance :

Nepal Rastra Bank

Prabhu Bank Ltd.

Janata Bank Nepal Ltd.

Laxmi Bank Ltd.

Laxmi Bank Ltd. (Current)
Siddhartha Bank Ltd.

Civil Bank Ltd.

Mega Bank Nepal Ltd.

Tourism Development Bank Ltd.
Supreme Development Bank Ltd.
Guheswori Merchant & Finance Ltd.
United Finance Ltd.

Total

Inventories

Opening Balance

Less: ECC Software Sales

Less: ECC Software cost (value consumed)
(at net realizable value being lower than cost)
Diesel Fuel Storage

Total
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5,000.00
414,596.31
324,769.09

20,527,284.43

5,000.00

2,073,228.04
377,555.83
65,955.53
1,325,408.10
319,730.08
3,705,772.96
3,627,702.13
32,772,002.50

223,021.41
223,021.41

Amount in NRs.

Schedule - 5

20,000,000.00
20,000,000.00
10,000,000.00
20,000,000.00
20,000,000.00

90,000,000.00

Schedule - 6

5,000.00
32,773.77
285,043.59
20,893,025.45
5,000.00
1,411,225.59
11,725,378.18
69,710.68

34,427,157.26

Schedule - 7

15,770,554.26
1,856,000.00
13,914,554.26
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Nepal Clearing House L

Schedule Attached To and Forming Part of Financial Statements

As at Asadh 31, 2073

Prepaid, Loan, Advances & Deposits

Others Receivable

Tax Deposit (Advance Tax)
Less: Provision for tax
Net Advance tax deposit
Prepaid Expenses
Security deposit

Advance Expenses
Deposits

CIT Deposit -Staff Gratuity
Advance Rent

Total

Trade & Other Receivables

Member Banks

imited

30,553,777.54
20,390,531.00
10,163,246.54
5,300,976.05
217,210.36

313,500.00

96,375.00
16,091,307.95

16,553,278.33

Less: Provision for doubtful debt (1,095,000.00)

Interest Receivable
Other Receivable
Total

Current Liabilities & Payable

Sundry Creditors
TDS Payable
Expense Payable
Advance Income
Dividend Payable
Total

Provisions

Provision for Gratuity
Provision for Leave
Provision for Staff Bonus
Proposed Dividend

Total
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645,342.47

16,103,620.80

4,953,879.41
529,192.44
1,028,268.67

23,387,142.54

116,983.00

30,015,466.06

155,749.87
159,338.33
7,741,938.48

30,000,000.00
38,057,026.68

Amount in NRs.

Schedule - 8

34,069,670.85
6,959,155.83
27,110,515.02
4,777,644.88
170,190.00
300,000.00
13,500.00

32,371,849.90

Schedule - 9

11,127,665.00
(743,000.00)
384,109.59
2,835.00
10,771,609.59

Schedule - 10

10,176.33
197,800.62
703,583.92

20,780,327.57

21,691,888.44

Schedule - 11

139,264.84
812,136.18
2,243,771.58
15,000,000.00
18,195,172.60
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Nepal Clearing House Limited
Schedule Attached To and Forming Part of Financial Statements
for Asadh 31, 2073
Amount in NRs
Expenditures to the extent not written off Schedule - 12
Expenditure to the extend not written off - -
Total - -

Contingent Liabilities Schedule - 13
a. Claim against company - -
b. Capital commitment - -
c. Unpaid uncall share amount - -

Total - -
Operating Income - Revenue Schedule - 14
Cheque Clearing Fees-NPR 93,550,495.00 61,802,120.00
Cheque Clearing Fees-EUR 29,775.00 23,200.00
Cheque Clearing Fees-GBP 23,160.00 9,465.00
Cheque Clearing Fees-USD 889,410.00 745,930.00
Other Fees & Charges (Reason Based) 8,023,400.00 7,636,325.00
NCHL - Login ID Fee 8,183,071.51 6,810,473.61
NCHL - Membership Fee 525,000.00 575,000.00
NCHL - Membership Fee - Renewal 12,467,708.12 11,511,244.15
NCHL - Software AMC Renewal 13,237,791.41 12,772,649.73
NCHL - ECC Archive Fee 101,800.00 35,800.00
Network Connectivity & Management-Income 9,190,113.97 9,690,684.35
Cheque Clearing Fees-High Value 61,000.00 -
Cheque Clearing Fees-Express 13,783,100.00 -
Total 160,065,825.01 111,612,891.84
Operating Expenses Schedule - 15
AMC for ECC Software — NCHL 6,972,316.02 6,504,533.41
AMC for ECC Software — BFIs 27,889,264.12 26,018,133.68
Network Connectivity 5,354,725.12 5,501,479.16
AMC Expenses- Dark Core 178,479.96 178,480.00
AMC for Internal S/W & H/W 68,660.41 65,301.59
AMC for Power (Generator, UPS & Battery) 273,560.00 280,000.00
AMC & Renewal Network / Firewall 1,386,510.00 1,386,510.00
AMC Expenses-Hardware(IBM) 1,282,191.87 1,284,277.91
AMC Expenses-Oracle 698,347.14 639,187.08
Support Contract (Data Center) 31,188.00 40,680.00
Renewal for Antivirus 46,499.50 57,460.50
Rollout/Implementation - -
Data Hosting - Remote DR 738,330.08 720,533.08
Member Training/Orientation Expenses 2,295.00 102,557.56
Total 44,922,367.22 42,779,133.97
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Nepal Clearing House Limited
Schedule Attached To and Forming Part of Financial Statements
for Asadh 31, 2073

Amount in NRs
Administrative Expenses Schedule - 16

Advertisement & Public Notice 185,237.77 34,476.80
AGM Expenses 271,363.92 327,372.02
Audit Fee & Expenses- Internal 125,225.00 85,956.50
Audit Fee & Expenses- Statutory 94,203.11 89,765.00
Bank Commission 42,131.21 32,489.26
Books and Subscription Expenses 7,747.59 8,977.03
Business Promotion Expenses 48,000.00 65,002.50
Common Area & Parking Expenses 415,394.79 343,042.64
Consultancy Fee 178,950.00 141,250.00
Courier Expenses 39,490.60 45,916.24
Donation - 1,000,000.00
Electricity Expenses 925,440.00 805,348.00
Fine and Penalties - -
Fuel Expenses 899,363.59 975,568.35
Insurance Expenses 331,821.25 215,895.06
ISO Certifcation and implementation expenses 80,032.00 222,365.95
Legal Fee 73,450.00 90,400.00
Local Conveyance 18,340.00 13,122.00
Loss on disposal of Fixed assets - 3,592.75
Meeting Allowance & Expenses 312,288.00 246,655.00
Offce Expenses 409,830.69 291,365.15
Other Expenses 13,322.31 5,666.05
Printing & Stationery 104,183.56 92,266.90
Provision-Doubtful debt 352,000.00 -
Public Awareness Program me 291,397.64 498,402.92
Renewal & Registration 25,675.00 25,715.00
Rent - House 1,312,450.01 901,166.67
Rent - DR Site 455,312.50 435,000.00
Repair & Maintenance 314,779.58 285,925.77
Security Expenses 366,120.00 366,120.00
Telephone Expenses 118,764.39 113,116.39
Travelling Expenses 31,041.00 53,019.96
Web Site Development/hosting Expenses. 3,817.24 2,693.42
Staff Expenses

Staff - Dashain Allowance 518,800.00 372,480.00
Staff - HR activity 87,431.50 -
Staff - Leave Fare Allowance 240,000.00 180,000.00
Staff - Provident Fund Contribution 633,050.32 558,638.46
Staff - Salary & Allowance Expenses 10,161,467.74 8,566,728.00
Staff - Training Expenses 130,658.50 210,675.00
Staff - Gratuity Provision 449,144.11 289,634.29
Staff - Leave Provision 168,458.33 285,019.28
Staff - Other benefts 1,508,729.07 -

Total
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Nepal Clearing House Limited
Schedule Attached To and Forming Part of Financial Statements
forAsadh 31, 2073

Significant Accounting Policies and Notes to Accounts Schedule - 17

Background Information

NCHL is a limited liability company registered with Company Registrar Offce on 8" Poush 2065
(corresponding to 23 December 2008). It has obtained the letter of commencement of business from
Company Registrar Offce effective from 315t Jestha 2068. NCHL has obtained approval from Nepal Rastra
Bank for operation of NCHL-ECC system for foreign currency cheques clearance effective from 7" Poush
2068 and obtained circular for conducting the cheque clearance in Nepalese currency effective from 20"
Chaitra 2068. NCHL has obtained approval from Nepal Rastra Bank for operation of interbank payment
system (NCHL-IPS) effective from 4" Mangsir 2071. NCHL has successfully rolled out NCHL-ECC all over
Nepal, whereas rollout of NCHL-IPS is under progress.

The principle objective of the company is to implement and operate national payment and settlement
systems in Nepal. Till Asadh end 2073, NCHL has entered agreement for NCHL-ECC with 149 members
out of which only 115 Banks/members (Nepal Rastra Bank, 29 Commercial Banks and 56 Development
Banks & 29 Finance Companies) are active till Ashad end 2073. 34 members of NCHL-ECC including 3
Commercial Banks, 16 Development Banks & 15 Finance Companies have been merged till the Asadh end
2073.

Similarly, for the upcoming NCHL-IPS System, NCHL has already entered agreement with 55 direct members
and 3 Remittance Companies as indirect members till Asadh end 2073. 55 direct members include Nepal
Rastra Bank, 25 Commercial Banks, 23 Development Banks and 6 Finance Companies.

These fnancial statements have been prepared under the responsibility of the management and approved
by Board of Directors on 19" Bhadra 2073 (4" September 2016).

Significant Accounting Policies

1. Accounting System
Financial statements have been prepared under accrual basis of accounting and in line with Nepal
Accounting Standards (except otherwise stated herein after).

2. Income Recognition
Fee charged for clearance charges, network connectivity and management charges, ECC software
charges, login ID fee and membership fee is accounted for under accrual basis.

3. Recognition of assets and Depreciation
a. Recognition of fxed assets
Fixed assets have been recognized in historical cost convention basis at the cost of construction/
acquisition inclusive of incidental expenses related to construction/acquisition. Assets value of NRs.
5,000 or less have been expensed off in the same year of purchase during current fnancial year.

b. Depreciation method and rates
Depreciation on fxed assets is charged on Straight Line Method (SLM) at rates approved by Board
specifying the pool heads under Offce equipment, Vehicles, and Other assets; and the depreciation
rate applied is 20%, 15%, and 15% respectively. Depreciation for procurement of assets during current
fscal year has been applied on month basis from next month of procurement of fxed assets till fscal
year end.
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4.

Acquisition of software has been categorized under separate pool called "Software" and depreciation
rate has been applied on the basis of estimated life of 5 years on Straight Line Basis as per decision
of Board.

Inventories
Inventories are valued at cost (being FIFO value) or net realizable value whichever is lower (except
otherwise stated herein after).

Employee Benefits

a. Gratuity

Liability for gratuity has been recognized on accrual basis as per year end entitlement of employees.
The gratuity expense has been booked under administrative expenses in the income statement.

It is the policy of Nepal Clearing House Ltd. that an employee who has served NCHL for a minimum
of three years and retires/ is terminated/ resigns from service is entitled to receive a gratuity. Gratuity
expenses on account of staff members, has been accounted for from the beginning of the service
period of the staffs.

b. Leave
Provision for leave encashment has been recognized in books of accounts as per Employee's Service
Rules (August 2015).

c. Bonus
Provision for bonus has been calculated at 10% of Net proft after tax as per Bonus Act, 2030.

d. Provident Fund
NCHL makes monthly contributions to the Retirement Fund equal to 10% of the basic salary of eligible
employees.

Investment
Investment has been managed as per NCHL-Investment Policy, as approved by the Board.

Investment in Fixed Deposits has been valued at lower of cost or market price. Fixed Deposits are
maintained in banks such as Siddhartha Bank Ltd., Janata Bank Nepal Ltd., Laxmi Bank Ltd., Civil
Bank Ltd., Mega Bank Nepal Ltd., Supreme Development Bank Ltd., Tourism Development Bank Ltd,.
Guheshwori Merchant Banking & Finance Ltd, and United Finance Ltd.

Income tax
Income tax provision has been calculated as per Income Tax Act, 2058.

Profit Appropriation Policy

20 percent of proft after tax for each fscal year before dividend and other reserves is appropriated as
Technology Enchancement Reserve. The main objective of establishment of the reserve is to setting
out separate fund for major enhancement / upgrade of existing system(s) and/or for funding of new
payment and settlement system projects in future.
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Notes to Accounts

1.

Inventories

Inventory of NRs. 223,021.41 includes fuel stock maintained for operating generators. Other recurring
inventory has not been maintained since the value of such purchases was minor which has been
expensed off as and when purchased.

Tax

a. Income Tax

The company has provided for income tax provision of NRs. 20,390,531 considering inadmissible
expenses as per Income Tax Act, 2058 which has been adjusted against advance tax and presented as
net advance tax deposit under prepaid, loans, advances and deposits in the balance sheet.

b. Deferred tax

Deferred tax liability/assets is considered at the tax rate applicable to the company as per Income Tax
Act, 2058 based on the temporary differences between carrying amount and tax base in line with Nepal
Accounting Standards -9 (NAS-9) .

Particulars Carrying Tax Base Te_mporary Deferred Tax
amount Difference Asset

Fixed Assets 30,006,558.89 35,098,999.75 5,092,440.86 1,273,110.22
Provision for Leave - - - -
Provision for Gratuity 159,338.33 - 159,338.33 39,834.58
Total 5,251,779.19 1,312,944.80

The Deferred Tax Asset arising due to temporary difference amounts to NRs. 1,312,944.80 this year
whereas there was deferred tax assets of NRs. 605,390.36 last year. The net increase in deferred tax
assets of NRs.707,554.44 has been incorporated as Deferred Tax Surplus in the income statement of
this year.

Employee Benefits

The year end liability for staff gratuity as per the policy of NCHL amounts to NRs. 1,200,281.12. Out
of this, eligible gratuity amount to be deposited in ARF (Approved Retirement Fund) amounts to NRs.
1,044,531.25, hence year end provision for gratuity amounts to NRs. 155,749.87

Total leave amount paid for accumulated leave in FY 2072/73 is NRs. 860,081.00 after adjustment of
an additional provision of leave of NRs. 207,283.15 due to change in leave accumulation policy.

NCHL-IPS Project

Software required for the Interbank Payment System (NCHL-IPS) including its implementation has
been contracted with Progresssoft Corporation (which is also the provider of NCHL-ECC) at the total
fxed cost of USD 175,000.00 to be paid in fve installments. The frst and second installments of the
software and related cost of the project of NRs. 9,797,251.66 has been booked as the work in progress
under fxed assets. And investments in hardware, network and related peripheral applications of the
NCHL-IPS project of NRs. 11,982,977.97 has been booked under fxed assets.

Forward Contract & USD Payments

Forward exchange contract has been entered with Mega Bank Nepal Ltd. for the payments towards 3™
and 4"installment of Interbank Payment System (IPS) software for USD 52,500.00 and USD 43,750.00.
Accounting of forward contract has not been made in books of account including computation of gain/
loss at end of fnancial year.
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10.

11.

12.

Total of USD 256,250 (half yearly basis) was paid to ProgressSoft Corporation against AMC of ECC
Software of NCHL and participating member banks & fnancial institutions (BFIs), which was due on 1st
September 2015 and 1st March 2016. TDS and VAT applicable on the payment was also paid as per the
agreement with the party, corresponding to which NRs. 6,972,316.02 and NRs. 27,889,264.12 has been
booked as expense for the year against AMC for NCHL and BFls respectively. And NRs.4,581,983.83
has been booked as pre-paid expense.

USD 43,750 was paid to ProgressSoft Corporation against 2nd installment of IPS software during the
fscal year.

Related party disclosure
Following are the related parties transactions.

6.1 With shareholders having more than 5% equity:

The company has been operating current account with Nepal Rastra Bank which was opened for the
purpose of settlement of fees and charges. Current account balance as of the end of Asadh 2073
remains at NRs. 5,000.

6.2 Related to the banks represented on the Board:
No transaction has been entered except for fee and charges related to the normal business.

6.3 Related to Employees
There are no transactions with the employees except allowed as per the Employee Service Rules of
the company.

Term Loan
No loan has been availed for current fnancial year.

Advance income includes following fees and renewal charges for upcoming fiscal year 2072/073:

Login ID Fees 5,880,145.20
Network Conn. & Mgmt. 4,206,080.50
Software AMC Renewal 7,216,541.80
Membership Fee Renewal 6,084,375.10
Total 23,387,142.60

These will be subsequently transferred to income during FY 2073/074.

Proposed dividend

The Board of Directors has proposed 20% cash dividend on paid up capital, subject to fnal approval
at annual general meeting. Proposed dividend equivalent to NRs 30,000,000 has been adjusted in the
provision account of fnancial statements.

Appropriation of profit

As per the proft appropriation policy, 20% of current years proft, equivalent to NRs. 11,547,281.65, has
been appropriated as Technology Enhancement Reserve. Total Technology Enhancement Reserve as
of date stands at NRs. 14,852,316.8

Subsequent events
There has not been any occurrence after the reporting date considered as adjusting event requiring

provisioning.

Previous year's fgures are regrouped or rearranged wherever necessary.
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08 other Information

Members of NCHL-ECC

As of 315 August 2016

Central Bank

Nepal Rastra Bank
Commercial Banks

Agriculture Development Bank Ltd.
Bank of Kathmandu Lumbini Ltd.
Century Commercial Bank Ltd.
Citizens Bank International Ltd.
Civil Bank Ltd.

Everest Bank Ltd.

Global IME Bank Ltd.

Himalayan Bank Ltd.

Janata Bank Nepal Ltd.

Kumari Bank Ltd.

Laxmi Bank Ltd.
Machhapuchchhre Bank Ltd.
Mega Bank Nepal Ltd.

Prabhu Bank Ltd.

Nabil Bank Ltd.

Nepal Bangladesh Bank Ltd.

Nepal Bank Ltd.

Nepal Credit and Commerce Bank Ltd.
Nepal Investment Bank Ltd.

Nepal SBI Bank Ltd.

NIC Asia Bank Ltd.

NMB Bank Ltd.

Prime Commercial Bank Ltd.
Sanima Bank Ltd.

Siddhartha Bank Ltd.

Standard Chartered Bank Nepal Ltd.
Sunrise Bank Ltd.

Rastriya Banijya Bank Ltd.

Development Banks

ACE Development Bank Ltd.

Alpine Development Bank Ltd.

Apex Development Bank Ltd.
Araniko Development Bank Ltd.
Bhargav Bikas Bank Ltd.

BiratLaxmi Development Bank Ltd.
Corporate Development Bank Ltd.
Cosmos Development Bank Limited
Country Development Bank Ltd.
Deva Bikas Bank Ltd

Excel Development Bank

Fewa Bikash Bank Ltd.

Gandaki Bikash Bank Ltd.

Garima Bikas Bank Ltd.
Infrastructure Development Bank Ltd.
Innovative Development Bank Ltd.
International Development Bank Ltd.
Jyoti Bikash Bank Ltd.

Kabeli Bikas Bank Limited

Kailash Bikas Bank Ltd.

Kamana Bikas Bank Ltd.

Sewa Bikash Bank Ltd.

Shangri-la Development Bank Ltd.
Shine Resunga Development Bank Limited
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Kanchan Development Bank Limited
Kankai Bikas Bank Limited

Kankre Bihar Bikas Bank Limited
Karnali Bikash Bank Ltd.
Kasthamandap Development Bank Ltd.
Mahakali Bikash Bank Ltd

Malika Bikash Bank Ltd.

Manaslu Development Bank Ltd.
Mission Development Bank Ltd.
Miteri Development Bank Ltd
Muktinath Bikas Bank Ltd.

Nepal Community Development Bank Ltd
NIDC Development Bank Ltd.

Om Development Bank Limited
Professional Diyalo Bikas Bank Ltd.
Purnima Bikas Bank Ltd.

Raptibheri Bikas Bank Ltd.

Reliable Development Bank Ltd.
Sahayogi Bikash Bank Ltd.

Sajha Bikas Bank Ltd.

Saptakoshi Development Bank Ltd.
Supreme Development Bank Ltd.
Tinau Bikas Bank Ltd.

Tourism Development Bank Ltd.



Siddhartha Development Bank Ltd. Triveni Bikas Bank Ltd.

Sindhu Bikas Bank Ltd. Vibor Bikas Bank Ltd.

Society Development Bank Ltd. Western Development Bank Ltd.
Subhechha Bikas Bank Ltd. Yeti Development Bank Ltd.

Bhaktapur Finance Ltd. NIDC Capital Market

Central Finance Ltd. Paschimanchal Finance Co. Ltd.
Everest Finance Co. Ltd. Pokhara Finance Limited

Goodwill Finance Ltd. Progressive Finance Co. Ltd.
Guheshwori Merchant Banking Finance Ltd. Reliance Lotus Finance Ltd.

Gurkhas Finance Limited Sagarmatha Finance Ltd.

ICFC Finance Ltd. Shree Investment and Finance Co. Ltd.
International Leasing and Finance Co. Ltd. Siddhartha Finance Ltd.

Jebils Finance Ltd. Srijana Finance Ltd.

Lalitpur Finance Co. Ltd. Synergy Finance Ltd.

Lumbini Finance and Leasing Co. Ltd. Union Finance Ltd.

MahalLaxmi Finance Ltd. Unique Finance Ltd.

Manjushree Financial Institution Ltd. United Finance Co. Ltd.

Nepal Finance Limited World Merchant Banking & Finance Ltd
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Membersof NCHL-IPS

As of 31t August 2016

Central Bank
Nepal Rastra Bank
Commercial Banks

Agricultural Development Bank Ltd.
Bank of Kathmandu Lumbini Ltd.
Century Commercial Bank Ltd.
Citizens Bank International Ltd.
Civil Bank Ltd.

Everest Bank Ltd.

Global IME Bank Ltd.

Himalayan Bank Ltd.

Janata Bank Nepal Ltd.

Kumari Bank Ltd.

Laxmi Bank Ltd.
Machhapuchchhre Bank Ltd.
Mega Bank Nepal Ltd.

Nabil Bank Ltd.

Nepal Bangladesh Bank Ltd.

Nepal Bank Ltd.

Nepal Credit and Commerce Bank Ltd.
Nepal Investment Bank Ltd.

Nepal SBI Bank Ltd.

NIC Asia Bank Ltd.

NMB Bank Ltd.

Prabhu Bank Ltd.

Prime Commercial Bank Ltd.
Siddhartha Bank Ltd.

Standard Chartered Bank Nepal Ltd.
Sunrise Bank Ltd.

Rastriya Banijya Bank Ltd.

Development Banks

ACE Development Bank Ltd.
Bhargav Bikas Bank Ltd.

Deva Bikas Bank Ltd

Excel Development Bank

Fewa Bikash Bank Ltd.

Garima Bikas Bank Ltd.

Jyoti Bikash Bank Ltd.

Kailash Bikas Bank Limited
Kanchan Development Bank Limited
Kankre Bihar Bikas Bank Limited
Kasthamandap Development Bank Ltd.
Mission Development Bank Ltd.
Miteri Development Bank Ltd

Muktinath Bikas Bank Ltd.

NIDC Development Bank Ltd.

Om Development Bank Limited
Purnima Bikas Bank Ltd.

Reliable Development Bank Ltd.
Sahayogi Bikash Bank Ltd.
Shagrila Development Bank Ltd.
Shine Resunga Development Bank Ltd.
Siddhartha Development Bank Ltd.
Tinau Bikas Bank Ltd.

Tourism Development Bank Ltd.
Triveni Bikas Bank Ltd.

Vibor Bikas Bank Ltd.

Finance Companies
Goodwill Finance Ltd.

Guheshwori Merchant Banking Finance Ltd.

Gurkhas Finance Limited
Indirect Members

ICFC Finance Ltd.
Sagarmatha Finance Ltd.
Srijana Finance Ltd.

Best Remit P. Ltd.
City Express Money Transfer P. Ltd.
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Annual General Meeting (AGM) Notice
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Nepal Clearing House Ltd. (NCHL)
3rd Floor, Kamaldi Complex, Kamaladi,
PO Box: 21400, Kathmandu, Nepal
Tel: (+977) 1-4255306, 2239550
Fax: (+977) 1-4255309
info@nchl.com.np
www.nchl.com.np
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