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3 Financial Institution
Overview of Nepalese Financial Institution
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. Name of Governor Term of office

1. Mr. Himalaya Shumsher J.B. Rana April 26, 1956 - February 7, 1961
2. Mr. Laxmi Nath Gautam February 8, 1961 - June 17, 1965
3. Mr. Pradyuma Lal Rajbhandari June I8, 1965 - August 13, 1966
4. Dr. Bhekh Bahadur Thapa August 14, 1966 - July 26, 1967
5. Dr. Yadav Prasad Pant April 24, 1968 - April 28, 1973

6. Mr. Kul Shekhar Sharma April 29, 1973 - December 1

7. Mr. Kalyana Bikram Adhikary June 13, 1979 - December 8,

8. Mr. Ganesh Bahadur Thapa March 25,1985 - M

9. Mr. Hari Shankar Tripathi August 10, 1990 -]

10. Mr. Satyendra Pyara Shrestha

11. Dr. Tilak Bahadur Rawal

12. Mr. Deependra Purush Dhakal

13. Mr. Bijaya Nath Bhattarai

14. Mr. Deependra Bahadur Kshetry

15. Dr. Yuba Raj Khatiwada

16. Dr. Chiranjibi Nepal

17 Mr. Maha Prasad Adhikari April 6, 2020'- Present
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Karmachari Sanchaya Kosh (KSK), Employees Provident Fund (EPF) in English, established under
Employees Provident Fund Act, 2019. We manage Provident Fund (PF) in Nepal on behalf of the
Government of Nepal (GoN) for government, public enterprises and private sector employees. We
have been entrusted to manage Contributory Pension Scheme for the employees of Federal GoN and

other public sector employees to be appointed from Fiscal Year 2076/77 as per the Pension Fund Act,
2075. Our relationship with GoN is routed through Ministry of Finance.

Our History

History of Provident Fund (PF), in Nepal, dates back to 1934 AD when the PF scheme came into
existence for army personnel formally as named Sainik Drabya Kosh (Army Provident Fund). The
scheme operation was intended to remove immediate financial destitution to the army personnel on
their retirement. Under the scheme, the army staff members were required to contribute certain
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percentage of monthly salary to their PF account repayable after retirement. A decade later in 1944,
similar scheme was also initiated for civil service employees working at Kathmandu valley (the capital
city of the country) named as Nijamati (Civil) Provident Fund. In the year 1948 the coverage of the
scheme was extended to all the civil servants working throughout the country. In 1959, Employees
Provident Fund Department was formed under the Ministry of Finance and Economic Affairs of GoN to
manage both Sainik Drabya Kosh and Nijamati Provident Fund and the coverage was also extended to
police service.

Three years after the establishment of Employees Provident Fund Department, "Employees Provident
Fund Act, 1962" was enacted and accordingly EPF, as an autonomous body to manage provident fund,
was formally incorporated on 16* September 1962 (BS 2019 Bhadra 31).

o FHHIRN HIHY Fodleleh HART b AR gore |

Legal Framework

Employees Provident Fund (EPF) is established under "Karmachari Sanchaya Kosh Act, 2019" and
reports to the Government of Nepal (GoN) through Ministry of Finance (MoF).
The Board of Directors as governing body of EPF form the top most level in the hierarchy of the
organization structure. It is constituted of the following seven members:

e A Chairman appointed by GoN.

e Three Directors nominated by GoN from different government services.

o Two Directors nominated by GoN from banking, financial and corporate sectors.

e Administrator of EPF (CEO).

o An Officer of EPF appointed by the Board acts asa Secretary of the Board.

All Board Directors except the Administrator is nomlnated by GoN for a period of three years in a
single term. They may be re-appointed for one more term.The primary responsibility of the Board is to
formulate plans, programs, and policies; and to approve the annual budget, which are executed
through the Administrator. The Administrator assumes overall responsibility of managing day-to-day
activities of the EPF.
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It operates and manages various types of retirement schemes / programs as well as various unit schemes and
mutual fund program for both domestic and foreign investors to encourage the people for saving in order to
expand fund and increase the investment opportunities along with the dynamic development of the capital
market to contribute economic development of the nation.
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Major Functions
Saving Mobilization
e Operate different kinds of retirement schemes:
o Gratuity funds.
o Nepal Government Employee’s Insurance funds.
o Teacher’s Insurance funds.
o Employees Saving Growth Retirement funds.
o Pension Funds
e Operation various unit and mutual fund schemes to both domestic and foreign investors
e Operate Investor's Account scheme.
Investment / Financing
« Investin corporate shares, debentures and government securities.
« Provide term loan and bridge finances to corporate bodies.
« Provide credit for purchasing shares
Capital Market services
Trustee Services
Debenture Trustee services
Escrow Agent services
Custodian services
o Other Trustee services
Corporate Finance Services:
Public issue management
Underwriting and syndication of underwriting public issue
Market making of corporate and government securities.
Consultancy services
FINCRE I Gl e n D
etter Of Credi
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e  Aletter of credit is a written commitment to pay, by a buyer's or importer's bank (called the issuing
bank) to the seller's or exporter's bank (called the accepting bank, negotiating bank, or paying bank).

O O O O
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A letter of credit is a document from a bank guaranteeing that a seller will receive payment in full as
long as certain delivery conditions have been met. In the event that the buyer is unable to make
payment on the purchase, the bank will cover the outstanding amount.(Wikipedia.org)
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Elements of a Letter of Credit

A payment tundertaking, given by a bank (issuing bank)

Ony,behalf of a buyer (applicant)

T0 pay a seller (bepeficiary) for a given amount of money

On presentationgef specified documents representing the supply of goods
Within speeified time limits

Documents‘must conform to terms and conditions set out in the letter of credit
Documents to be presented at a specified place

Step-by-step process:

10

Buyer and seller agree to conduct business. The seller wants a letter of credit to guarantee payment.
Buyer applies to his bank for a letter of credit in favor of the seller.

Buyer's bank approves the credit risk of the buyer, issues and forwards the credit to its correspondent
bank (advising or confirming). The correspondent bank is usually located in the same geographical
location as the seller (beneficiary).

Advising bank will authenticate the credit and forward the original credit to the seller (beneficiary).
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o Seller (beneficiary) ships the goods, then verifies and develops the documentary requirements to
support the letter of credit. Documentary requirements may vary greatly depending on the perceived
risk involved in dealing with a particular company.

o Seller presents the required documents to the advising or confirming bank to be processed for
payment.

e Advising or confirming bank examines the documents for compliance with the terms and conditions
of the letter of credit.

o If the documents are correct, the advising or confirming bank will claim the funds by:

o Debiting the account of the issuing bank.
o Waiting until the issuing bank remits, after receiving the documents.
o Reimburse on another bank as required in the credit.

e Advising or confirming bank will forward the documents to the issuing

 Issuing bank will examine the documents for compliance. If they are in
debit the buyer's account.

« Issuing bank then forwards the documents to the buyer.

Letters of credit accomplish their purpose by substituting the creditiof t
the purpose of facilitating trade. There are basically two types: mercia
letter of credit is the primary payment mechanism for a transac whéreas
secondary payment mechanism. P

What are INCOTERMS?

INCOTERMS (International Commercial Terms) are an internationally recognised set of trade term
definitions developed by the International Chamber of Commerce (ICC). The terms define the trade
contract responsibilities and liabilities between a buyer and a seller. They cover who is responsible for
paying freight costs, insuring goods in transit and covering any import/export duties, for example. They
are invaluable as, once importer and exporter have agreed on an INCOTERM, they can trade without
discussing responsibilities for the costs and risks covered by the term.

Commonly used INCOTERMS

EXW - Ex Works : The seller makes the goods available at his or her premises. The buyer is
responsible for uploading. This applies to any mode of transport, but should only be used for domestic
transactions, because the seller has only to 'provide the buyer'... assistance in obtaining any export licence,
or other official authorisation. The seller also has no obligation to load the goods. In addition the buyer has
limited obligations to provide the seller with proof of export. For international trade, FCA, below, is more
appropriate.

FCA - Free Carrier: The seller must 'deliver the goods to the carrier ... nominated by the buyer ... at the
named place'. This term is suited for international sales with minimum obligations for the seller. Its
advantage over EXW is that the seller is responsible for any export licensing and Customs export clearance,
which eases the problem of proof of export, and the seller must load the goods (which is usually the case).
CPT Carriage Paid To: (... named place of destination). The seller pays for carriage. This term is used for
all kinds of shipments. Risk is transferred from the seller to the buyer upon handing over of the goods to
the first carrier at the place of shipment in the country of export.

CIP - Carriage and Insurance Paid: (..named place of destination) - any mode of transport. The seller
must 'deliver to the first carrier at the named place'. It’s strongly recommended that the parties define the
place of delivery (in the seller's country) as well as the place of destination (in the buyer's country) due to
the fact that risk passes to the buyer at the named place of delivery in the seller's country.

'When CPT or CIP terms are used, the seller fulfils their obligation to deliver when it hands the goods over
to the carrier, and not when the goods reach the place of destination.' So these are ' shipment contracts' not
"arrival contracts'. Therefore, it is strongly recommended that the place of delivery, in the seller's country,
is identified as precisely as possible in the contract.
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DAT - Delivered at Terminal (..named terminal at destination). The seller pays for carriage to a
nominated ‘terminal’ or ‘point’, except for costs related to import clearance. The seller also assumes all
risks up to the point that the goods are unloaded at the terminal.

DAP would be inappropriate in these circumstances as the seller has only to place the goods 'ready for
unloading'.

DAP - Delivered At Place: (..named place of destination). This is appropriate to both domestic and
international sales.

The seller delivers when 'the goods are placed at the disposal of the buyer ready for unloading by the buyer
... at the named place'. All import Customs formalities and costs are the responsibility of the buyer.

DDP - Delivered Duty Paid: (..named place of destination). This applies to any mode of transport. The
seller must deliver the goods to the buyer, cleared for import, and not unloaded at the named place of
destination.

Maritime-only terms - These are only used for conventional sea or inland waterway transport.

e FAS - Free Alongside Ship (..named port of shipment). If the goods are containerised, use the
FCA term.

e FOB - Free On Board (..named port of shipment). The seller must deliver the goods by 'placing
them on board the vessel ... at the loading point'. The FCA term should be used where the
goods are handed over to the carrier before they are on board the vessel - goods in containers,
for example.

e CFR - Cost and Freight (..named port of destination).

e CIF - Cost Insurance and Freight (..named port of destination).

The seller must deliver the goods by 'placing them on board the vessel'. Where the goods are handed over
to the carrier before they are on board the vessel - goods in containers, for example, the CPT or CIP term
should be used.

When CFR or CIF terms are used, the seller fulfils its obligation to deliver when it hands the goods over to
the carrier and not when the goods reach the place of destination. So it’s important that the port of
shipment is identified as precisely as possible in the contract.
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