











® Theincome from the commercial banks contributed maximum 63.64% to the service charge revenue followed by the incomes
from the regional development banks 12.6% and the finance companies 11.6%.

S. Names Revenue % of the
No. Generated Total

0.76% «vvvveeennaeeinanenn...
1. Commercial Banks (CB) 71,452,126 63.64% 11.6% oo
2 National Development Banks (NDB) 12,777,853 114% 12.6% oo
3 Regional Development Banks (RDB) 14,133,030 12.6%
4 Finance Companies (FC) 13,050,574 11.6%
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, P
5. Co-operatives & Others (CO) 857,425 0.76% U A
Total 112,271,008 100%
63.64% <
“Co-operatives and Others” include the service charges
from co-operative (Rs. 406,050) and from the individual
borrowers (Rs. 451,375) who request for their blacklist St B RpE R 0
report from the company for their personal use.

e The total operating expense increased by nearly 21% mainly the total increment of Rs. 2,841,579 in operating expenses.
due to the payment of Rs. 1.5 million to International Without the IFC expense, the administrative expense was
Finance Corporation (IFC). The major expense item was quite under control and decreased by 4%.The average expense
Salary and Allowance which increased by 19% where as the utilization was 83.4% of the budgeted amount and no expense
administrative expenses increased by 23.8% giving rise to component exceeded the budgeted figure.

S.No. Particulars 069/070 068/069 Changes
...EXPENDITURE
1 Operating Expenses 16,422,452 13,580,873 2,841,579 21%
la Salary, Allowance and other Staff related Expenses 9,655,010 8,113,893 1,541,117 19%
1b Administrative Expenses 6,767,442 5,466,980 1,300,462 23.8%
..................... R
ranistrative Expenses without the 5,246,442 5,466,980  (220,538) (4%)

Payment to IFC

STAFF'S RELATED

99%

OPERATION

99.7%
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® The company incurred the non-operating expense of Rs. 374,749 from the exchange loss of Rs. 299,474 from the refund of
the bid security and the further loss of Rs. 75,275 from the write off of the service charges of two member financial institu-
tions who ceased their operations. (Mercantile Finance Company Limited & Madhyamanchal Gramin Bikas Bank Limited).

S. No. Particulars 069/070 068/069 Changes
...EXPENDITURE
2 .................... Nonoperatngxpenses ........................................ 374’749226,812 ................. 147’937 ............. 533% ......
2a ...................... W alveoffofLoanandAdvance ..................................... 226’812 ............... (226’812)(100%) ......
. 2b ...................... EXChange LOSS ...................................................... 299 474 ................................ ................. 299474 .............. 100% ......
2C ...................... W nte Off ................................................................. 75’ 275 ................................ o 75’275 ............... 100% ......

e The depreciation expenses decreased by 33% as compared to previous year. The new assets worth Rs. 514,355 were added in
the previous year’s written down value of Rs. 7,882,744. Some assets which were many years old, non-usable and with total
book value of Rs. 179,122 were disposed off.

S. No. Particulars 069/070 068/069 Changes
...EXPENDITURE
3. Depreciation on Fixed Assets 1,839,552 2,751,976 (912,424) (33%)

The fixed assets of the company are stated at cost less accumulated depreciation. Depreciation is charged using following
rates and methods.

Nature of Assets Depreciation Rate Method of calculation

Building 5% Written Down Value (WDV)
. Com puters, Furmtur e & lemres and Ofﬁce Eqmpment ............................. 25% ............................. WDV ..............................................
. Vehldes ................................................................................................................ 20% ............................. WDV ..............................................
. Plant and MaChmery .......................................................................................... 15% ............................. WDV ..............................................
Othe”ntanglbleASSEts ..................................................................................... ZO%STL(Stralghthe) .......................
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e Company increased its Operating Profit by Rs. 29.2 million i.e. 35% to Rs. 112.4 million from the previous
year’s figure of Rs. 83.2 million.

Operating Revenue

130,700,903 99,573,369 31,127,534 31.3%
Operating Expenses including Depreciation 18,262,004 16,332,849 1,929,155 11.8%
Operating Profit 112,438,899 83,240,520 29,198,379 35%

140 130-7
99.6

120

112.4

100

83.2

16.3
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- 18.3

2069 2070
@ OPERATING REVENUE OPERATING EXPENSES OPERATING PROFIT

e Staff Bonus is provided as per Bonus Act, 1974. The Bonus Act requires provision at the rate of 10% on the amount of net

profit before tax. Because of the increase in operating profit, the bonus amount increased by 35% from Rs. 7,546,007 in
068/069 to Rs. 10,187,650 in 069/070.

...EXPENDITURE

4. Provision for Bonus 1,0187,650 7,546,007 2,641,643 35%

e The company made the pretax profit of Rs. 101,876,500 this year. The provision for Income Tax as per Income Tax Act 2058
for the year amounted to Rs. 25,762,603 which was adjusted against the total tax deposit of Rs. 27,543,943 made during
the year. Thus the excess tax deposit of Rs. 1,781,341 was shown as Advance Tax in financial statements.

.... EXPENDITURE
5. Provision for Taxation (with Deferred Tax) 25,517,655 19,168,612 6,349,043 33%
5a. Current Tax Expenses 25,762,603 18,980,230
5Sb. Deferred Tax Expenses (244,948) 188,382

Net Profit

76,358,846 56,298,396 20,060,450 35.6%
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e Taxable temporary difference of Rs.3,690,672 on assets resulted in the deferred tax asset of Rs.922,668 this year whereas it
was NRs. 677,720 last year. The increase in deferred tax assets of Rs.244,948 during the year has been adjusted in the Balance
Sheet and incorporated in the Income Statement accordingly.

s e St o SR
Fixed Assets 183,049 - 183,049
44444 e e e
44444
44444
44444 oty e e

® The company made the net profit of Rs. 76,358,846 this year which is an increment of 35.6% from previous year’s profit.

NET PROFIT Rs. Million
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INTERNAL CONTROL SYSTEM

e Kendra’s internal control system is very effective and is
aimed at achieving following goals; safeguard company’s
assets; ensure the reliability and integrity of financial
information; ensure compliance; promote efficient and
effective operations; and accomplish the goals and objec-
tives of the company.

Kendra’s framework for internal control system consists
of regular monitoring and reviewing of activities; regularly
communicating updates of policies and procedures to the
staffs through emails, staff meetings; and periodically
assessing risks to protect company’s assets.

e Inorder to guarantee adequacy and effectiveness of opera-
tion of the Internal Control System, the Board relies on
the audit committee and the internal audit reports. The
company’s periodic internal audit is done on a quarterly
basis by renowned Chartered Accounting firm BRS Neu-
pane & Co., an independent correspondent firm to Deloitte

Touche Tohmatsu, having its principle office in Kumari Marg,
Naxal. The annual audit at the end of fiscal year is done by
the company’s statutory auditor M/s CSC and Co. which is
one of the largest firms of accounting and consulting in
Nepal and is associated with internationally renowned firm
“Price Waterhouse Coopers".

e The audit committee comprises of highly competent team
of professionals who have many years of experience in
banking and finance sector of the country. The members
of the Audit Committee regularly have formal and informal
discussions with internal auditors in connection with the
results of reviews undertaken by them and seek clarifications
from them on any areas of reviews. The members of the
internal audit have direct access to management and the
audit committee and regularly bring many pertinent issues
or problems for the discussions with them.

REPORT OF THE AUDIT COMMITTEE

uring the period under review, the Audit Committee

fulfilled all its duties and responsibilities generally

outlined in Company Act 2064 and the company’s
Aarthik Prashashan Biniyamawali 2064. The audit committee
met four times during the year to discharge its duties and
responsibilities.

The Committee reviewed the Financial Reporting System in
place to ensure the reliability of information to the stakehold-
ers and strict adherence & compliance to the Accounting
policies and Nepal Accounting Standards. The Committee
regularly examined the quarterly financial statements of the
Bureau before submitting to the Board and major decisions
taken by the Bureau to ensure the strength of the Internal
Control System in place. The Bureau’s high risk areas were
regularly reviewed by the Committee to avoid/minimize busi-
ness risks. Specially, the committee among other actions:

e reviewed and discussed with management and the internal
auditor Kendra’s quarterly earnings, consolidated financial
statements, and any related periodic reports.

e reviewed with management, the internal auditor, and the
independent auditor management’s assessment of the
effectiveness of the Kendra'’s internal control over financial
reporting

e reviewed with the independent auditor, management, and
the internal auditor, as appropriate, the audit scopes and
plans of both the independent auditor and internal auditor.

e inquired about significant risks, reviewed Kendra’s policies
for risk assessment and risk management, and assessed
the steps management has taken to control these risks, and

KARJA SUCHNA KENDRA LIMITED

After the review of the financial statements for the
year ended Asar 31, 2070, the Audit Committee
hereby states as follows:

e the scope and planning of the audit were
adequate in committee’s opinion;

e the accounting and reporting policies of the
company confirmed with the statutory require-
ments and agreed ethical practices;

e theInternal Control and Internal Audit Functions
were operating effectively; and

e the external auditor’s findings as stated in the
audit report were being dealt by the manage-
ment satisfactorily.

The Committee is of the view that adequate controls and
procedures are in place to provide reasonable assurance that
the financial position of the Bureau is well monitored and
assets are safeguarded. Audit Committee thus recommends
for the submission of the Consolidated Financial Statement
to Board of Directors for its approval and for its filing to the
Inland Revenue Department of the Ministry of Finance for the
tax purposes and the copies sent to Company Registrar office
and Nepal Rastra Bank for their reference.




COMMENTS & OBSERVATION OF THE BOARD ON
THE AUDIT COMMITTEE’S REPORT

he Board reviewed the operational and financial

I performance of the company and took assessment

of the company’s risks and internal control frame-

work & its effectiveness as presented in the Audit Report
submitted by the Audit Committee. Based on the review
of the Report, Board concluded that the Committee has
presented a balanced report and given a fair assessment of
the company’s risks, performance, its position and prospects.
Board thus approved the consolidated financial statement of
the company and gave its approval for its inclusion into the
Annual Report 069/070 to be presented to the shareholders in
the forthcoming 9% Annual General Meeting of the company.

Board at the same time thanked the Audit Committee, Manage-
ment, Internal Auditor and Statutory Auditor for their cumulative
efforts in maintaining the account books correct and transparent
and introducing the best practices in internal control system
and risk management.

As per the recommendation made by the Audit Committee,
Board agreed on the name of M.B. Shrestha & Company as the
Statutory Auditor of the company for the fiscal year 070/071.
Board will propose the name of Statutory Auditor in the Annual
General Meeting for its ratification.

STATEMENT OF THEVALUEADDED AND ITS DISTRIBUTION

CONTRIBUTION TO THE NATIONAL EXCHEQUER AND TO THE
ECONOMY

The company paid Rs. 25,762,603 as the corporate tax to the
Government of Nepal in the year 069/070. Kendra also helped
to collect Rs. 146 crores from the serious defaulters (from
blacklist borrowers) in the year thus helping the banks and
financial institutions reduce their non performing loans.

SHAREHOLDERS AS DIVIDEND

Company has been disbursing dividends to its shareholders
since last many years. In the fiscal year 068/069, Company
disbursed 10% cash dividend and 20% bonus share to its
shareholders. This year also Board proposes to disburse 15%
cash dividend to its shareholders from the earnings of fiscal
year 069/070.

EMPLOYEES SALARY
The total expense incurred by the company in the form of
salary, allowance and other facilities to the staffs amounted

to Rs. 9,655,010. CEO was paid the total remuneration package
of Rs. 3,150,000 and the remaining staffs were paid Rs. 6,505,010.
CEO is also provided with vehicle and all its operating costs.

EMPLOYEES BONUS

Company has allocated Rs. 10,187,650 as the provision for bonus
for the year 069/070 to be distributed to its staffs. Bonus will
paid to all its staffs as per the provisions made in the Labor
Act of the country. The amount left after making the bonus
payment, 30% will be deposited in the National Staff Welfare
Fund and the remaining 70% will be deposited in Staff Welfare
Fund of the company.

RETAINED BY THE ENTITY
Company has transferred Rs. 76,358,846 to its Accumulated Profit
account from the earnings of the fiscal year 069/070.
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ADDITIONAL DETAILS

LITIGATION CASES

Out of the five court cases carried forward from the year 068/069, seven new cases were registered and 2 cases were settled
by the court during the period. Thus there were only four cases pending at the end of fiscal year 068/069 which will be carried

forward in the year 069/070.

NUMBER OF REGISTERED MEMBERS

Commercial Banks
National Development Banks
Regional Development Banks

Finance Companies

Others (Rural Development Banks, Microfinance Institutions)

Total Registered Numbers

There were few mergers of the development banks and
finance companies in the year 069/070 which brought down
the number of member institutions from 191 to 190. Three
finance institutions namely Alpic Everest Finance, Butwal
Finance and CMB Finance merged into one to become Synergy
Finance Ltd.

In the regional development banks level, Arniko Development
Bank & Soorya Development Bank merged to become Arniko
Development Bank, Shine Development Bank & Resunga

32 32
19 19
71 70
64 66
04 04
190 191

Development Bank merged to become Shine Development
Bank where as Professional Development Bank and Diyalo
Development Bank merged to become Professional Diyalo
Development Bank. Thus the number of member institutions
reduced by five because of mergers where as four new members
were registered during the period making the total number of
institutions to be 190.

PROPOSAL FOR THE ISSUE OF CASH DIVIDEND

As per the decision reached by the 76" meeting of the Board of Directors of the company, Board decides to disburse 15% cash
dividend this year from its earning of the fiscal year 069/070. This will incur the total cash out flow of Rs. 15,511,200 from the

company'’s reserves..




Disclosure of

Information

AS PER COMPANY’S ACT

Review of the transactions of the
previous year: Disclosed in the Board
of Directors Report.

Impacts, if any, caused on the trans-
actions of the company from national
and international situation: No mate-
rial impact observed in the business

Achievements in the current year as
at the date of report and opinions of
the board of directors on matters to
be done in the future: Disclosed in the
Board of Directors Report

Industrial or professional relations of
the company: Disclosed in the Board
of Directors Report

Alterations in the board of directors
and the reasons therefore: Disclosed
in the Board of Directors Report

Major things affecting the transac-
tions: Detailed in the Board of Director’s
Report

If there are any remarks in the audit
report, the comments of the board
of directors on such remarks: None

. Amount recommended for payment

by way of dividend: Disclosed in the
Board of Directors Report

In the event of forfeiture of shares,
details regarding the number of
forfeited shares, face value of such
shares, total amount received by the
company for such shares prior to the
forfeiture thereof, proceeds of sale
of such shares after the forfeiture
thereof, and refund of amount ,if any,
made for such forfeited shares; The
company has not forfeited any shares

Major transactions completed by
the company and its subsidiary
company in the financial year and
any material changes taken place
in the transactions of the company
during that period: Disclosed in the
Board of Directors Report; No subsidiary

Disclosures made by the substantial
shareholders of the company to the
company in the financial year: None

Details of shareholding taken by the
directors and officers of the company
in the year and, in the event of their
involvement in share transaction of

the company, details of information
received by the company from them
in that respect: None

. Details of disclosures made about the

personal interest of any director and
his/her close relative in any agree-
ments related with the company
during the year: None

. In the event that the company has

bought its own shares (buy-back), the
reasons for such buy-back number
and face value of such shares, and
amount paid by the company for
such buy-back: None

Whether there is an internal control
system in place or not; and details of
such system, if it is in place: Disclosed
in the Board of Directors Report

Details of total management expens-
es during the financial year: Disclosed
in the Board of Directors Report

Name-list of the members of audit
committee, remuneration, allow-
ances and facilities received by them,
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details of the functions performed
by that committee, and details of
suggestions, if any, made by that
committee: Disclosed in the Board of
Directors Report

Amount, if any, outstanding and
payable to the company by any
director, managing director ,chief
executive, substantial shareholder or
his/her close relative or by any firm
company, corporate body in which
he/she is involved: None

Amount of remuneration, allowances
and faculties paid to the director,

managing director, chief executive
and officer: Disclosed in the Board of
Directors Report

Amount of dividends remaining
unclaimed by the shareholders: None

. Details of sale and purchase of

properties pursuant to Section 141
of Company Act: None

Details of transactions carried on
between the associated companies

pursuant to Section 175 of the
Company Act: None

. Any other matters required to be set

outin the report of board of directors
under this Act and the prevailing law:
None




STATEMENT OF

Director's
Responsibility

The provisions of the Company Act 2006 requires Board to ensure that the Bureau keeps proper books of
accounts of all the transactions and prepare financial statements that give a true and fair view of the state of
the affairs of the Bureau and of the profit and loss for the year. The Directors are also required to ensure that
the financial statements have been prepared and presented in accordance with the Nepal Accounting Standards
and Company Act 2006.

They are also responsible for taking reasonable measures to safeguard the assets of the Bureau, and in that
context to have proper regard to the establishment of appropriate systems of internal control with a view to
prevention and detection of fraud and other irregularities.

The Directors confirm that to the best of their knowledge and belief, all taxes and levies payable by the Bureau
and all contributions and taxes payable on behalf of and in respect of the employees of the Bureau have been
paid or provided for as at the reporting date.

The Directors are of the view that, these financial statements have been prepared under the generally accepted
accounting principles and in accordance with the Nepal Accounting Standards as laid down by the Institute of
Chartered Accountants of Nepal (ICAN).

The Directors endeavor to ensure that the Bureau maintains sufficient records to be able to disclose with
reasonable accuracy, the financial position of the Bureau and to be able to ensure that the financial statements
of the Bureau meet with the requirements of the Nepal Accounting Standards and the Nepal Auditing Standards.

The Directors have reasonable expectation, after making enquiries and following a review of the Bureau’s budget
for the ensuing year including cash flows and borrowing facilities, that the Bureau has adequate resources to
continue its operational existence for the foreseeable future, and therefore have continued to adopt the going
concern basis in preparing the Accounts.

Messrs. CSC & Co., Chartered Accountants, the statutory auditor of the Bureau have examined the financial
statements made available by the Board of Directors together with all relevant financial records, related data,
minutes of the Directors meeting and express their opinion in their report included herewith in this report.

By Order of the Board
Karja Suchana Kendra Limited (Bureau)

Company Secretary
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Annual Report of the
Board of Directors

ON THE AFFAIRS OF THE KENDRA

The Directors are pleased to submit their report together with the Audited
Accounts of the Kendra for the year ended 31 Asar, 2070, to be presented

at the 9% Annual General Meeting of the Kendra.

REVIEW OF THE YEAR

The Chairman’s review on page 28
describes the affairs of the Bureau and
mentions important events that occurred
during the year, and up to the date of
this report. This report together with the
audited financial statements reflects the
state of the affairs of the Kendra.

PRINCIPAL ACTIVITIES / CORE
BUSINESS

The main activity of the Kendra is the
business of collection and collation of
trade, credit and financial information
on borrowers and prospective borrowers
of lending institutions.

FINANCIAL STATEMENTS

The financial statements prepared in
compliance with the requirements of
Clause 109 of the Company Act are given
on page 77 to 86 in this annual report.

INDEPENDENT AUDITOR’S REPORT
The Auditor’s Report on the financial
statements is given on page 75 in this
report.

ACCOUNTING POLICIES

The Accounting Policies adopted in
preparation of the financial statements
is given on pages 87 to 88 There were no
changes in Accounting Policies adopted
by the Kendra during the year under
review.

FINANCIAL RESULTS/PROFIT AND
APPROPRIATIONS

The Income Statement is set out on
page 78

PROPERTY, PLANT & EQUIPMENT
Information relating to movement in
Property, Plant & Equipment during the
year is disclosed in financial statement
on page 83

INVESTMENTS

Details of long-term Investments held
by the Company are given in financial
statements on page 84

DIRECTORS’ RESPONSIBILITIES
The Statement of the Directors’ Respon-
sibilities is given on page 68 of this report.

DIVIDEND

The Board of Directors declared the cash
dividend of 15% for the financial year
ended 31%t Asar, 2070

RESERVES

The Reserves and Accumulated Prof-
its as at 31t Asar, 2070 amount to
Rs. 133,501,593 as against Rs. 82,995,407
as at 31%t Asar, 2069. The breakup and the
movement are shown in the Statement
of Changes in Equity in the financial
statements.

STATED CAPITAL

The share capital of the Kendra is
Rs. 103,408,000 as at 315t Asar, 2070. The
details are given in financial statement
on page 82

POST BALANCE SHEET EVENTS

There were no material events
occurring after the Balance Sheet date
that require adjustments, or disclosure
in the Financial Statements.

KARJA SUCHNA KENDRA LIMITED



STATUTORY PAYMENTS

The declaration relating to Statutory
Payments is made in the Statement of
Directors’ Responsibilities on page 68

BOARD COMMITTEES

Audit Committee

The Report of the Audit Committee is
given on page 40

RECRUITMENT COMMITTEE
The report of the recruitment committee
is given on page 41

FINANCIAL HIGHLIGHTS

The earnings per share, net assets per
share are given in Financial Highlights
on page 8 of this Annual Report.

DIRECTORS

The Directors of the Bureau and their
brief profiles are given on page 26 in this
report. During the year under review the
Board met on eight occasions.

AUDITOR

The resolution to appoint the new
Statutory Auditor, Messr. M.B. Shrestha
& Company Chartered Accountants,
who have expressed their willingness
to work for Kendra, will be proposed at
the Annual General Meeting.

As far as the Directors are aware, the
Auditors do not have any relationship
or interest in the Bureau. The Audit
Committee reviews the appointment of

the Auditors, its effectiveness and its
relationship with the Bureau includ-
ing the level of audit and non-audit
fees paid to the Auditor. Details on the
work of the Audit Committee are set out
under Audit committee report.

NOTICE OF MEETING

The Annual Shareholders meeting of
the Karja Suchana Kendra Limitedwill
will be held at Hotel del’ Annapurna,
Kathmandu on Poush 26,2070 at 11 AM.

For and on behalf of the Board.
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LIST OF PROMOTER SHAREHOLDERS AND
THEIR SHARES

1 Nepal Rastra Bank 103,680
COMMERCIAL BANKS
1 Nepal Bank Limited 13,724
2 Rastriya Banijya Bank 13,724
3 Nabil Bank 36,599
4 Nepal Investment Bank 42,007
5 Standard Chartered Bank Nepal 36,599
6 Himalayan Bank 39,304
7 Nepal SBI Bank 36,599
8 Nepal Bangladesh Bank 40,448
9 Everest Bank 36,599
10 Bank of Kathmandu 56,414
11 Nepal Credit & Commerce Bank 36,599
12 NIC Asia Bank 42,013
13 Lumbini Bank 13,724
14 Machhapuchhre Bank 39,399
15 Kumari Bank 36,599
16 Laxmi Bank 51,840
17 Siddhartha Bank 41,904
18 Agriculture Development Bank 31,104
19 Grand Bank Nepal 36,512
20 NMB Bank 2,800
21 Kist Bank 8,208

Total Commercial Banks 692,719
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DEVELOPMENT BANKS

7

8

N.ID.C. Development Bank
Nepal Development Bank
Yeti Development Bank
Ace Development Bank

Kailash Bikas Bank

Business Universal Development Bank

Vibor Bikas Bank

Apex Bikas Bank

11,664
11,664
32,470
31,600
2,800
8,126
1,050

2,800

Total Development Banks 102,174

FINANCE COMPANIES

10

11

12

13

14

15

16

Nepal Aawas Finance

NIDC Capital Market

Narayani National Finance

Nepal Share Markets & Finance
Peoples Finance

Himalaya Finance & Savings
United Finance

Union Finance

Srijana Finance

Kathmandu Finance

Prudential Finance

Nepal Housing & Merchant Finance
Paschimanchal Finance Company
Samjhana Finance

Goodwill Finance

Shree Investment & Finance

2,800
1,050
5,599
2,800
2,800
1,050
2,800
2,800
4,549
7,984
2,800
1,050
2,800
2,800
6,134

8,916
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17 Siddhartha Finance 13,168

18 International Leasing & Finance Company 3,590
19 Mahalaxmi Finance 2,800
20 Progressive Finance 2,800
21 General Finance 2,800
22 Nava Durga Finance 2,300
23 Central Finance 2,800
24 Premier Finance 2,800
25 Multipurpose Saving Co-operative 2,800
26 Synergy Finance 20,632
27 Om Finance 1,050
28 World Merchant Banking & Finance 2,800
29 Capital Merchant Banking & Finance 1,050
30 Crystal Finance 2,800
31 Ghuweshwori Merchant Banking & Finance 2,800
32 Patan Finance 1,050
33 Lalitpur Finance 2,800
34 Nepal Finance 4,385
35 Lumbini Finance & Leasing 1,050

Total Finance Companies 135,507
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CSC & Co

Chartered Accountants

Mahamati Bhawan

175, Gairidhara Marg, Gairidhara

PO Box: 4861, Kathmandu, Nepal

Tel: +4977-1-4004580, 4004581, 4004582
Fax: +977-1-4004578

E-mail: csc@cscnepal.com

Web: www.cscnepal.com

To the Shareholders of Karja Suchana Kendra Limited

Financial statements and management’s responsibility

We have audited the accompanying financial statements of Karja Suchana Kendra Limited which
comprise the balance sheet as of July 15, 2013 (Ashadh 31, 2070) and the income statement, statement
of changes in equity and cash flow statement for the year then ended and significant accounting policies
and other explanatory notes. These financial statements are the responsibility of the company’s
management.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Nepal Standards on Auditing. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Report on the requirements of Company Act 2063

We have obtained satisfactory information and explanations asked for, which to the best of our
knowledge and belief were necessary for the purpose of our audit. The Balance Sheet, the Income
Statement and Cash Flow Statement have been prepared in accordance with the provisions of Company
Act 2063 and conform to the books of accounts of the company and the books of accounts and records
are properly maintained in accordance with the prevailing laws.

During the course of our audit, we did not come across the cases where the Board of Directors or the
representative or any employee of the company has acted deliberately contrary to the provisions of the
law or caused loss or damage to the company or misappropriated funds of the company, nor have we
been informed of any such case by the management.

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the
company as of July 15, 2013 (Ashadh 31, 2070), and its financial performance and cash flows for the
year then ended in accordance with Nepal Accounting Standards and Company Act 2063.

Date: 23 Mangsir, 2070
Place: Kathmandu Partner

CSC & Co.

Chartered Accountants






Balance Sheet
As on Ashad 31, 2070 (Corresponding to July 15, 2013)

CAPITAL AND LIABILITIES

Share Capital
Paid up Share Capital 1 103,408,000 86,172,600
Reserve and Surplus
Reserve Fund and Accumulated Profit 2 117,990,388 74,378,147
Loan Funds
Secured Loans 3 - -
Total 221,398,388 160,550,747
ASSETS
Fixed Assets less Depreciation 4 6,557,550 7,882,744
Investments 5 217,498,976 147,117,786
Current Assets (A)
Trade and Other Receivable 6 9,252,582 7,920,713
Cash and Bank Balances 7 16,730,510 18,654,419
Pre-paid, Advances, Loans and Deposits 8 2,749,039 2,061,117
Total (A) 28,732,131 28,636,249
Current Liabilities and Provisions (B)
Trade and Other Payables 9 6,614,082 7,599,791
Provisions 10 25,698,850 16,163,961
Total (B) 32,312,932 23,763,752
Net Current Assets (A - B) (3,580,801) 4,872,497
Deferred Tax Assets 922,663 677,720
Total 221,398,388 160,550,747
Significant Accounting Policies and Notes 13
All Schedules form an integral parts of this Financial Statements. As per our report of even date
Anil Chandra Adhikari Tej Bahadur Budhathoki Ajay Shrestha CA L. D. Mahat
Chief Executive Officer Chairman Director Partner
CSC & Co.
Chartered Accountants
Jyoti Prakash Pandey Tulasi Ram Gautam Purna Bahadur Khatri Bhusan Rana
Director Director Director Director

Rajendra Man Shakya
Director

Date: Mangsir 23, 2070
Place: Kathmandu, Nepal
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Income Statement

For the period from Shrawan 01, 2069 to Ashad 31, 2070
(Corresponding period from July 16, 2012 to July 15, 2013)

A.INCOME :

1. Service Charge 112,271,008 82,933,858
2. Interest 18,375,895 15,444 374
3. Registration Charge 4,000 4,000
4. Other Income 50,000 1,191,137
Total 130,700,903 99,573,369
B. EXPENDITURE :

1. Operating Expenses 11 16,422,452 13,580,873
2. Non Operating Expenses 12 374,749 226,812
3. Depreciation on Fixed Assets 4 1,839,552 2,751,976
4. Provision for Bonus 10,187,650 7,546,701
5. Provision for Taxation (with Deferred Tax) 25,517,659 19,168,612
5.1 Current Tax Expenses 25,762,603 18,980,230
5.2 Deferred Tax Expenses (244,943) 188,382
6. Net Profit Transferred to Accumulated Profit 76,358,841 56,298,396
Total 130,700,903 99,573,369
All Schedules form an integral parts of this Financial Statements. As per our report of even date
Anil Chandra Adhikari Tej Bahadur Budhathoki Ajay Shrestha CA L. D. Mahat
Chief Executive Officer Chairman Director Partner

CSC & Co.
Chartered Accountants

Jyoti Prakash Pandey Tulasi Ram Gautam Purna Bahadur Khatri Bhusan Rana
Director Director Director Director

Rajendra Man Shakya
Director

Date: Mangsir 23, 2070
Place: Kathmandu, Nepal
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Profit and Loss Appropriation Account

For the period from Shrawan 01, 2069 to Ashad 31, 2070
(Corresponding period from July 16, 2012 to July 15, 2013)

INCOME :

1 Accumulated Profit up to the Last Year 21,073,903 1,699,465
2 Current Period's Profit 76,358,841 56,298,396
Total 97,432,744 57,997,860
EXPENSES :

1 Accumulated Loss up to the Last Year - -
2 Current Year's Loss = -
3 General Reserve 15,271,768 11,259,679
4 Provision for Previous Year Taxation - -
5 Capital Reserve - -
6 Dividend - -
6 Proposed Cash Dividend 15,511,200 8,617,260
7 Bonus Share - -
8 Deferred Tax 244,943 (188,382)
9 Proposed Bonus Share - 17,235,400
Total 31,027,911 36,923,957

66,404,833 21,073,903

As per our report of even date

Anil Chandra Adhikari Tej Bahadur Budhathoki Ajay Shrestha CA L. D. Mahat
Chief Executive Officer Chairman Director Partner
CSC & Co.
Chartered Accountants
Jyoti Prakash Pandey Tulasi Ram Gautam Purna Bahadur Khatri Bhusan Rana
Director Director Director Director

Rajendra Man Shakya
Director

Date: Mangsir 23, 2070
Place: Kathmandu, Nepal
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Cash Flow Statement

For the period from Shrawan 01, 2069 to Ashad 31, 2070
(Corresponding period from July 16, 2012 to July 15, 2013)

A. CASH FLOW FROM OPERATING ACTIVITIES

Net Profit as per P&L A/C 76,358,841 56,298,396
Adjustments:

Interest Income (18,375,895) (15,444,374)
Depreciation 1,839,552 2,751,976
Operating Profit before Working Capital changes 59,822,498 43,605,998
Change in Working Capital

Increase/(Decrease) in Provision 9,289,945 (3,169,288)
Increase/(Decrease) in Trade and Other Payables (985,709) 720,692
(Increase)/Decrease in Advances, Loans & Deposits (687,922) (481,846)
(Increase)/Decrease in Trade & Other Receivables (1,331,869) 823,494
Total (A) 66,106,943 41,499,051
B. CASH FLOW FROM INVESTING ACTIVITIES

Purchase of Fixed Assets (514,357) (746,842)
Sale of Fixed Assets

Investments (70,381,190) (33,026,982)
Interest Income 18,375,895 15,444,374
Total (B) (52,519,652) (18,329,450)
C. CASH FLOW FROM FINANCING ACTIVITIES

Issue of Share Capital (except Bonus Share) - 480
Proposed Dividend (15,511,200) (8,541,950)
Total (C) (15,511,200) (8,541,470)
Net Cash Increase/Decrease (A+B+C) (1,923,909) 14,628,130
Add: Opening Cash & Bank Balance 18,654,419 4,026,288
Closing Cash & Bank Balance 16,730,510 18,654,419

As per our report of even date

Anil Chandra Adhikari Tej Bahadur Budhathoki Ajay Shrestha CA L. D. Mahat
Chief Executive Officer Chairman Director Partner
CSC & Co.

Chartered Accountants

Jyoti Prakash Pandey Tulasi Ram Gautam Purna Bahadur Khatri Bhusan Rana
Director Director Director Director

Rajendra Man Shakya
Director

Date: Mangsir 23, 2070
Place: Kathmandu, Nepal
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Schedules to Balance Sheet

As at Ashad, 2070

SHARE CAPITAL Schedule - 1

Authorised Share Capital

(15,00,000 Ordinary Share of Rs. 100 each) 150,000,000 100,000,000

Issued Share Capital
(1,034,080 Ordinary Shares of Rs. 100 each) 103,408,000 100,000,000

Paid-up Share Capital

861,726 Ordinary Shares of NRs. 100 each 86,172,600 71,810,100
172,354 Bonus Shares of NRs. 100 each 17,235,400 14,362,500
Total 103,408,000 86,172,600
RESERVE & SURPLUS Schedule - 2
Capital Reserve 7,299,257 7,299,257
General Reserve 43,363,635 28,091,867
Accumulated Profit 66,404,833 21,073,903
Deferred Tax Reserve 922,663 677,720
Proposed Bonus Share - 17,235,400
Total 117,990,388 74,378,147
SECURED LOANS Schedule - 3

Loan from Banks - -

@ ANNUAL REPORT 2013
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Schedules to Balance Sheet

As at Ashad, 2070

INVESTMENTS Schedule - 5
Investments

Fixed Deposit at Different Bank and Financial Institution 214,900,000 145,100,000

Citizen Investment Trust 1,598,976 1,017,786

ICRA Nepal 1,000,000 1,000,000

Total 217,498,976 147,117,786

TRADE AND OTHER RECEIVABLE Schedule - 6
Receivables

Service Charge 4,250,910 4,003,328

Interest Accrued 5,001,672 3,917,385

Total 9,252,582 7,920,713

CASH AND BANK BALANCE Schedule - 7
Cash in Hand - 10

Cheque in Hand 7,812,925 -

Nepal Rastra Bank 52,468 30,108

Bank of Kathmandu 4,702,195 13,334,404

Nabil Bank 4,105,613 5,017,545

Nabil Bank (Leave Deposit) 9,604 42,413

Civil Bank Ltd. - Current A/C 47,704 229,939

Total 16,730,510 18,654,419
PRE-PAID, ADVANCES, LOANS AND DEPOSITS Schedule - 8
National Life Insurance (Loan Deposit) 374,039 -

Nepal Telecommunication - 23,060

Staff Loan and Advances 292,757 770,689

Advance Tax 1,781,341 923,229

Others 300,902 344,138

Total 2,749,039 2,061,117
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Schedules to Balance Sheet

As at Ashad, 2070

TRADE AND OTHER PAYABLES Schedule - 9
Auditors Fee 176,469 160,426
Telephone Charge (Payable) 5,957 9,589
Others Payable 2,813,090 919,297
Advance Received of Service Charges 60,477 35,636
Gratuity Fund /Retirement Fund (CIT) 1,598,976 1,017,786
Leave Fund 1,908,647 1,601,043
TDS Payable - -
Deposit of Bid Bond - 3,651,648
NLG Insurance Payable - -
Bonus Payable 50,466 50,466
Dividend Payable 153,900
Total 6,614,082 7,599,791
PROVISIONS Schedule - 10
Provision for Income Tax - -
Provision for Bonus 10,187,650 7,546,701
Provision for Cash Dividend 15,511,200 8,617,260
Total 25,698,850 16,163,961
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Schedules to Income Statement

for the period from Shrawan, 2069 to Ashad, 2070

OPERATING EXPENSES

A. STAFF RELATED EXPENSES Schedule - 11
Salary & Allowances 9,583,675 8,029,813

Uniform Expenses 71,335 84,080

Sub - Total A 9,655,010 8,113,893

B. ADMINISTRATIVE EXPENSES

Printing And Stationery Expenses 128,555 149,860
Fuel Expenses 202,998 155,739
Postal Charge 5,435 2,649
Repair And Maintenance

(i) Repair Expenses 129,338 168,459

(ii) Maintenance Expenses 239,223 236,896
Meeting Expenses 196,223 134,970
Telephone Charge 79,976 119,545
Training Expenses 44,846 143,755
Traveling Expenses 370,084 659,061
Insurance Expenses 90,378 89,841
Auditor Expenses 199,425 221,778
Books And Periodicals 8,225 6,845
Electricity, Drinking Water and Others 543,534 433,112
Legal Expenses 70,180 144,170
Web Charge 480,985 408,890
Paper and Publication 37,782 146,492
Office Rent 1,811,280 1,540,300
Miscellaneous Expenses 143,612 149,526
Agm Expenses 271,043 378,517
Business Expenses 100,000 100,000
Festival and Ceremony Expenses 73,984 37,076
IFC Expense 1,521,000 -
Furniture and Equipment Expense 19,334 39,500
Sub - Total B 6,767,442 5,466,980
Total Operating Expenses (A + B) 16,422,452 13,580,873
NON OPERATING EXPENESE Schedule - 12
Waive Off Loan and Advance - 226,812
Exchange Loss 299,474 -
Write Off 75,275 -
Total 374,749 226,812
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for the period ended on 31 Ashad, 2070

General
Incorporation and Legal form of the Company:

The company is incorporated as a public limited
company under the Company Act 2063.

Nature of Business
The primary objective of the company is to provide Credit
Information to Banks and Financial Institutions.

Accounting convention

The Financial Statements have been prepared under
the historical cost convention and comply with Nepal
Accounting Standards.

Basis of Accounting
Income and Expenses have been accounted for on Accrual
basis.

Fixed Assets and Depreciation

The Fixed Assets of the company are stated at Cost less
Accumulated Depreciation. Depreciation is charged to
the Profit & Loss Account using the following rates and
methods:

Significant Accounting Policies and Notes to Account

Schedule - 13

Provision for Income tax

The provision for Income Tax has been calculated at the
rate applicable for that year in accordance with Income Tax
Act and Rules. The Provision for Income Tax as per Income
Tax Act 2058 for the year is NRs. 25,517,659. The amount
has been adjusted against the Advance Tax.

Deferred Tax

Nepal Accounting Standard 09, “Income Taxes” has been
complied with from the fiscal year 2064/65. The details of
deferred tax assets and liabilities for the year 069/070 are
as follows:-

Fixed Assets 183,030 183,030
Retirement Fund 1598976 1598976
(CIT)
Leave Fund 1,908,647 1,908,647
Total Temporary 3,690,654 3,690,654
Difference
Deferred T:

eferred Tax 922,663 922,663

Assets (Liability)

Building 5% WDV
Computers, Furniture &

Fixtures and Office 25% WDV
Equipment

Vehicles 20% WDV
Plant and Machinery 15% WDV
Other Intangible Assets 20% STL

The Deferred Tax Asset arising due to the temporary dif-
ference amounts to NRs. 922,663 this year whereas it was
NRs. 677,720 in previous year. The increase in Deferred Tax
Assets by NRs. 244,943 during the year has been added to
the previous years' balance of the Deferred Tax Assets in
the Balance Sheet and incorporated as the Deferred Tax
Expense in the Income Statement of the current year.

KARJA SUCHNA KENDRA LIMITED



10.

11.

Provision for Staff Bonus
Staff bonus is provided at 10% of Net Profit before Tax.

General Reserve

As per the provision of the Articles of Association, 20%
of the current year’s profit amounting to NRs. 15,271,768
has been transferred to General Reserve.

Investments
Investments have been recorded at Cost Price.

Loan to Staff

Loan to staff represent loan granted to employees
at concessional interest rate as per the policy of the
company. Interest on such loan is recovered from
employees on monthly basis and shown as income.
Employees of the company availing such loan facility
are required to obtain life insurance policy with insured
sum equivalent to the amount of loan granted. Such
policies are assigned to the company Loans are
recovered upon maturity of insurance policy.

12.

13.

Cash Dividend and Bonus Share

Board has decided on its 76th Board Meeting dated
December 08, 2013 to disburse 15% Cash Dividend to
its existing shareholders subject to the approval from
the forthcoming 9th Annual General Meeting of the
Company. Cash dividend amounting to NRs. 15,511,200
has been adjusted in the provision account of the
financial statements.

Rounding-Off/Previous Year Figures

Figures are rounded off to the nearest rupee. Previous year
figures has been regrouped or rearranged wherever necessary.
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