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THE NEPALESE CHILDREN'S FOUNDATION LIMITED

(T/A FOUNDATION NEPAL)
(A COMPANY LIMITED BY GUARANTEE AND NOT HAVING A SHARE CAPITAL)

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2010

The directors present their report along with the consolidated financial statements of the Charity and its
subsidiary for the year ended 31 December 2010. Reference and administrative details of the Charity, its
Directors and Advisors are set out on the Company Information page.

Mission statement

Foundation Nepal enables the most disadvantaged in remote rural and mountainous areas of Nepal to work .
their way out of the poverty trap and become self-sufficient - giving a hand up, not a hand out.

We apply a business approach to devising solutions to the issues facing the developing world. Our mission
is to develop a holistic solution to end extreme poverty and hunger in remote rural communities, which can
be rolled out and successfully implemented across the world.

We support a culture of volunteerism and we encourage Irish citizens to volunteer with us, both in Treland
and Nepal. We also engage in development education as a vital means of increasing awareness and
understanding of the complex challenges facing the developing world, and to mobilise people to take action
to reduce inequality and poverty, and to support our work.

Founded, managed and governed by senior business people, we focus on efficiency, return on investment,
long-term solutions and value for money. We are committed to best practice in all areas of our work, and to
delivering the highest standards of quality and professionalism in everything that we do. We set ourselves
clear targets, and provide transparent financial and operational information to our supporters, so that our
donors know where their money goes and what it achieves.

Branches

The Irish statutory entity operates through a branch in Ireland and a branch in Nepal. The Irish branch is
responsible for fundraising whilst the Nepalese branch is responsible for carrying out the charity's
programime activities.

Objectives and strategies

We work in Nepal, the poorest country in Asia, in the district of Humla, which is in a remote part of the
north-western Nepali Himalayas, bordering Tibet. Humla is the highest and second poorest of Nepal's 75
districts, is home to ¢.45,000 people, and has poverty levels similar to many sub-Saharan African countries.
The overall goal of this programme is to improve the quality of life for Humli people through increased self
reliance and community development. The programme focuses on strengthening the ability of the rural
poor, especially women, children, Dalits and other vulnerable and marginalised groups, to secure their
health, education and livelinood rights.
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Foundation Nepal builds the solid foundations that allow communities to become self-sufficient. We invest
to end poverty, and create economically viable communities in a 5-7 year period, at which point we can
successfully exit. This requires holistic investment across all sectors and types of capital - health care,
education, micro finance, micro business and livelihoods, food output and irrigation, water and sanitation,
alternative energy sources, environmental conservation, women and low caste (Dalit) empowerment, and
empowering local civil society to create, own and maintain a sustainable, prosperous and equitable future
for the whole community, which can be sustained after our exit.

It also means investing into local leaders and people in each village, who represent all sections of the
community including marginalised groups, rather than bringing in 'experts’ from outside the village. By
training up local people over a period of years, this means that when we exit, those people who have deep
ties to the community will remain in place, rather than leaving with the project. This model is critical for the
project to be sustainable after we exit. It also reduces salary costs, although it takes longer and is more
complex to implement. We partner with grass roots civil society organisations and community based
organisations (CBO's) and national and local government, The CBO structures which we partner with are
funded by central government and will continue to exist and be funded long after we have exited, which
drives sustainability. Local communities are involved in the planning and execution of the programme
from the outset, and co-invest with us in programmes which they are responsible for. On average we fund
75% of the programme cost, while they contribute the other 25% by way of land, labour and raw materials
provided to the programme free of charge. This investment underlies their commitment to the programme.

We are committed to clearly stated, independently measurable and understandable goals such as increasing
food production, increasing primary school attendance, and increasing household income by fixed amounts,
at a fixed cost per head, within a specified number of years of starting work with each community. Setting
ourselves clear SMART (specific, measurable, attainable, relevant and time bound) targets allows us to be
measured and judged by our donors, on our ability to deliver real change and real value for money. Once
funding is secured to allow us to roll out our full programme, additional baseline data will be gathered to
allow us to set these targets. We use baseline data and regular houschold surveys and interviews with our
beneficiaries, along with other qualitative and quantitative measurement tools to clearly evaluate the impact
of our programmes on our beneficiaries.

Activities, achievements and performance

Our programme in Nepal, which was approved by the Nepali government in 2008, is a five-year programme
called CHEWI (Community, Healthcare, Education, Women's Empowerment and Income Generation). This
programme commenced in 2008 and is ongoing. The activities currently carried out under the CHEWI
programme comprise (1) food production/micro business/micro finance, (2) support for primary healthcare,
and (3) support for primary and adult education.
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To date, the programme has been implemented successfully in the district of Humla in the areas of food
production, micro business, micro finance, primary healthcare, primary education and adult education.
When multi-annual institutional funding becomes available, we plan to expand the programme and
implement a fully integrated holistic programme into the villages where we work, including elements such
as water and sanitation, which will target all members of the community.

Food producticn/micro business

Foundation Nepal works with food production and micro-business projects mainly focused on
agri-business, such as vegetable growing and poultry rearing. We also support literacy training and
micro-finance groups with a view to kick-starting more advanced micro-businesses. In time, with additional
resources, we plan to work on more advanced macro economic development of the district. This project
runs in three VDC's (Village Development Committees - a VDC is both a geographical area incorporating
several villages, as well as a community governance structure), namely Thehe, Kharpunath and Bergaum.

We also support a demonstration vegetable farm and poultry programme at the Girl's Feeder Hostel in
Simikot, the capital town of Humla district. This hostel supports approximately 30 girls who are disabled
and/or come from severely disadvantaged families around the district to go to secondary school, but the
government funding given to support the students is inadequate to pay for their food and educational
materials. Our programme allows them to become self-sufficient and supplement their income through
agri-business activities to provide for the girls’ education.

We work with women's groups which we have helped to set up in our three programme VDC's, to start
micro-business projects primarily focused on vegetable farming and pouliry as the first phase of the
programme. These projects help women increase their food production to supplement their family's
nutrition and reduce malnutrition-related disease, and they can sell the surplus, leaving them with a cash
income. Such projects are relatively straightforward to implement, as women do not need their husbands'
permission to take part because they are already responsible for farming, and they do not need to be literate
either. The vegetables produced include potato, cauliflower, broccoli, cabbage, tomato, chilli, beans,
aubergines, lady finger, radish, onion and garlic, and our agricultural officers run training programmes and
provide on-site support, to assist the women to build permaculture sheds, germinate the plants from seed,
protect them from discase, and raise them to maturity. The District Agriculture Office provides ongoing
technical support to the programme.

A total of 15 training events for kitchen gardening, nursery management, seasonal and off-seasonal
vegetable production, poultry management, and plastic house construction and management were organised
in all three project VDC's and at the Girl's Feeder Hostel in Simikot. There were 688 participants,
including 176 (26%) Dalit participants, and the programme again was very popular with our women
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Results: 2010 2009
No of women (households) participating in 265 245
micro business and micro finance groups
Average annual income earned per woman €91 €47 - 60
from FN programme
No of women participants in micro business 688 670
training
No of women trained in savings and credit 28 26
management

Our agri-business programme has had very dramatic results in the two years it has been operational, with

“many women more than doubling their annual incomes since it started. During 2010, the average woman
earned cash income of €86 at Bergaum, €97 at Thehe, and €98 at Kharpunath from their farm enterprise
schemes. This means our programme has doubled average per capita incomes for the participants, as
measured in 2008/09 from our baseline survey:

AH figures in NPR 2008/09 average 2010 average % Increase in
per capita earnings per per capita
annual income capita from FN income
per baseline programme
survey

Bergaum 6,683 8,583 128%
Thehe 5,851 9,700 166%
Kharpunath 10,905 9,800 90%
Average 7,813 9,061 116%

Some particularly enterprising women earned as much as €450 from our vegetable farming and micro
finance programme. One lady, Mrs Janukala Bhandari, aged 35 with four children, who was a subsistence
farmer in Thehe, completed her women's literacy training and joined her local Changla Women's Saving
and Credit Group in 2009, and took a loan of €25 from her savings group in early 2010 to invest in
semi-commercial vegetable production in her small plot of land, and earned €450 from her business by the
end of the year, which is a phenomenal achievement! It shows how relatively simple programmes can have
such dramatic impacts in helping people become economically self-sufficient, whilst simultaneously
reducing malnutrition rates.
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All households also benefitted from the regular consumption of a much wider range of vegetables, reducing
malnutrition and vitamin deficiencies in mothers and children, which can have serious health implications
such as blindness.

We also continued our trials of improved seed varieties to increase yiclds of core staple crops such as
maize, wheat and potatoes, to identify which seed varieties produce the best yields. Demonstration plots
were set up in all three VDC's with the technical support from the District Agriculture Office, and yields
Were Very encouraging.

In order to start more advanced micro-business projects, as a second phase, women need access to
micro-finance (savings and credit groups) - yet, for micro-finance to work, women require basic levels of
literacy. We run women's literacy classes and when women graduate this programme which runs for 2 hours
per night, 6 nights per week over 6 months, they are then eligible to join a micro finance group, where they
can save, and access small amounts of credit to start their own businesses. We started the second phase of
the programme last year and significant progress has been made in 2010 on women's literacy and micro
finance. Through their achievements, women not only build their self-esteem and standing in the
community, but become more respected by men in their communities, giving them better access to their
rights and more equality in society. An overview of our women's literacy programme is set out in the
education programme section of this report.

A total of 15 micro-finance groups, consisting of 265 members, up from 12 groups in 2009, were
operational during the year, with 265 women beneficiaries and their families involved in semi-commercial
vegetable production at Thehe, Bergaum and Kharpunath villages. Some of these groups are comprised
exclusively of Dalit members, which is very encouraging. During the year, an intra village exposure trip
was organised for micro-finance group members, to exchange and share the learning and experiences of the
improved food crops and off seasonal vegetable production schemes.

A 5-day long refresher savings and credit management training programme was organised with 28
participants. As a result, 15 women's groups opened a bank account and deposited their group savings of
€450 in aggregate at the only commercial bank in the district.

Our programme with the Girl's Feeder Hostel in Simikot also continued, with the 30 girls who live at this
facility and go to secondary school also learning valuable skills around vegetable production and poultry.
The demonstration farm at the Girl's Feeder Hostel was visited by other women who wish to join our
programmes to see how the various vegetables and chicks are cultivated, and $1,397 in cash income was
earned during the year, which is of tremendous assistance in allowing these disabled and disadvantaged
girls to complete their secondary education, and pay for their food and educational materials.
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We plan in time to move into the third phase of our income generation programme, and form the women's
groups into much larger and sustainable co-operatives with scale, which can sustain themselves and
continue to grow without our ongoing involvement. We also plan to start work this year on developing
other economic opportunities, particularly around the medicinal herbs that are produced in the district. We
also plan anti-discrimination campaigns and campaigns against domestic violence to further improve the
status of women, and enable them to access their livelihood rights.

Healtheare

During 2010, Foundation Nepal supported three health posts and three outreach clinics in the VDC's of
Thehe, Kharpunath and Dandaphaya, which provide primary healthcare, medicines, family planning and
maternity services, with the monitoring, supervision and technical support of the District Health Office and
District Hospital. Following the termination of our partnership with Phase Nepal in 2009, we handed over
two healthposts in southern Humla to them, which they continue to operate, and took on one additional
healthpost ourselves.

Although overall patient numbers were down (because we supported three healthposts rather than four
during 2010), demand for certain services dramatically increased in 2010, particularly for family planning,
maternity services, child immunisation, health and hygiene training programmes, and the regular
dissemination of information via mother's groups. All of these indicators are very positive, and support our
view that marginalised people in the community, including women, who traditionally struggled to gain
access to basic primary, maternity and family planning services, are increasingly able to access these
services and their healthcare rights.
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Results: 2010 2009
No of health posts supported by Foundation 3 4
Nepal
No of outreach health posts supported by 3 4
Foundation Nepal
No of patients treated during the year (all 22,031 29,440
services)

No of patients provided with family 8,143 2,317
planning services

No of patients provided with maternity 959 650
services

No of children immunised 1,563 643
No of people provided with health education 7,123 5,581

training incl. HIV/ATIDS prevention

No of students participating in school 2,131 1,701
de-worming and healthcare training and
awareness programine

No of training sessions for Female 36 4]
Community Health Volunteers

No of support meetings held by mother's 214 36
groups to promote knowledge about

maternity care, nutrition, children's health,

family planning, sanitation, etc.

In 2010, 22,031 patients were treated, 73% of which were women and children. The main illnesses
suffered by children were malnutrition, vitamin A deficiency, albinduzole (worm infestations), acute
respiratory infections, severe pneumonia and diarthoea. Of the children presented at the healthposts during
the year under 5 years of age, 22% were chronically malnourished, and 12% had acute respiratory
infections, while on average 30% of children under 5 suffered from severe diarrhoea at some stage during
the year. This is significantly above Nepali national averages and is exacerbated by poor sanitation (lack of
safe drinking water and toilets) as well as poor health and hygiene practices. In addition, 1,563 children
were immunised with the BCG, DPT, Polio and Measles vaccinations.
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The main illnesses suffered by women patients included ante-natal and post-natal complications, prolapse
of the uterus, and childbirth. During the year, 959 women availed of ante-natal care, 619 women availed of
post-natal care, and staff successfully conducted 188 deliveries.

Demand for our family planning services at each healthpost continued to be high. Including condom
distribution, 8,143 patients were seen for confidential family planning advice and supply of contraceptives.

We supply equipment to all healthposts, as well as providing staff, particularly midwives and female health
workers. We also support a Community Managed Drug Programme at Thehe healthpost, where we provide
medicines free of charge, and the healthpost sells the medicines at wholesale prices to patients, and
provides free medicines to those most in need. The health management committee earned €360 over the
year in Thehe from the sale of medicines and deposited these funds to their bank account in Simikot, which
will be used to build a community health fund to support those most in need in the community. We have
been requested by the District Health Office to expand the Community Managed Drug Programme to our
other health posts. We have also been asked by the district hospital to double the number of midwives we
employ at each healthpost to provide 24 hour maternity care services, which we will do if resources permit.
We would also like to support additional health posts in Humla district if resources can be secured to fund
this, as well as running a gynealogical surgical camp for women in the district, to provide long term
solutions to prolapse and fistulas, as well as other issues.

A primary objective of our programme is to enable Jocal communities to manage their own health services
in conjunction with the district hospital. The health management committees (HMCs) which manage the
healthposts in all three VDC's have been strengthened and reactivated, and now hold regular meetings to
manage the community drugs programme, train female community health volunteers and ensure a
year-round supply of medicines in the health post. We hosted 49 HMC meetings, and ensured that each
committee has at least one female representative. At the end of 2010, 22% of the HMC members were
female. We also supported 43 outreach clinic management meetings, and 214 mother's group meetings.
Mother's groups act as a watch dog for all health care services at a local level, and provide important
feedback to us on our programines.

Female Community Health Volunteers (FCHV) play an important role in providing outreach services on
family planning, maternal care, child health, vitamin A supplementation, deworming, and immunisation.
They are often the key referral link between health services and communities. Significant efforts were
made to provide training to FCHV's by way of regular monthly meetings to upgrade their technical skills
and knowledge.
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The government of Nepal has provided funding for the construction of safe birthing centres in two of the
three healthposts we operate in, and we have supported the fit-out and equipping of these centres in 2010.

In relation to the third healthpost, Kharpunath, we have signed up an MOU to provide the funding for the
construction of a safe birthing centre above the health post in 2011. We also supported the health post at
Kharpunath to build a toilet at the healthpost in 2010.

. We run various health education campaigns in the community and in schools to increase positive attitudes
to preventative healthcare and promote healthy behaviour. The programme's health and hygiene training
programmes had 7,123 participants during the year, on a range of topics such as environment and
sanitation, school health education, safe motherhood, and HIV / AIDS prevention. 827 people attended
HIV/AIDS prevention training.

Education

Our education programme encompasses the construction of primary schools, distribution of school
stationery to ultra poor children and women's functional literacy. We plan to commence teacher training
and the construction of a volunteer, community and education centre in Spring 2011, and do some
vocational training programmes later in 2011, resources permitting.

We purchased school stationary packs, comprising copybooks, pens, pencils and erasers for 1,490 children
in eight primary schools in the district in 2010, who otherwise would have struggled to attend school. Pupil
enrollment at the schools has doubled since this initiative was begun in 2008.

Results: 2010 2009

No of children supported with primary 1,490 1,500
school educational materials

Number of women graduating from six 163, 0
month intensive functional literacy training

The school in Thehe was completed in early 2010, and resources permitting, we will support another
primary school construction project in 2011, most likely in Dandaphaya where we have been requested to
support the construction of a new primary school. We have also been requested to expand our school
stationary programme by the District Education Office, and to include a school uniform and school bag for
gach child. Resources permitting, we would like to do this in 2011.
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Our functional literacy programme for women began in January 2010, and was very successful. A six
month intensive (two hours per night, six nights per week) women's literacy class was completed in June
2010, which provided skills to women in literacy, numeracy, micro-business, and information on social
issues such as basic health, nutrition, water and sanitation, family planning, and the importance of children's
education. There were six women's literacy groups in Thehe, Bergaum and Kharpunath VDC's, with 177
members, of which 163 successfully graduated. This programme is run in tandem with our micro finance
and micro business programme. After successful completion of this class, the women enroll in post literacy
classes for a further three months, This class builds upon what they have already learnt, and also teaches
women about their fundamental rights as women and Nepali citizens under the law, covering areas such as
land ownership, domestic violence and divorce rights.

Going forward, the government of Nepal will be providing functional literacy programmes for women in
the district, and Dalit women have asked us to focus our efforts on them. As these women are the most
disadvantaged in terms of their educational status and earnings, we will be focusing our functional literacy
programmes on them in 2011, and we have recruited Dalit teachers to run this programme, and completed
an 11 day training programme with these animators.

Qur partners

We implement via grassroots Community Based Organisations (CBO's) in Humla district, structures which
preceded and will supersede our presence in the district, which are not dependent on our programme to
exist, and which are funded by central government. These comprise the Village Development Committee
and its various sub-committees, such as the Health Management Committee and School Management
Committee, and women's groups. We have found this model to be more sustainable as local people are
involved from the very outset in the planning, design, implementation and management of our programmes.
It also is more cost-cffective. We work hard with all of the committees to ensure they represent all sectors
of the community, and that marginalised and disadvantaged groups, including women and Dalits, have a
strong voice in decision-making and resource allocation at village level.

Overseas volunteering programme

We signed up to the Comhlamh Code of Best Practice for Overseas Sending Organisations in 2010, which
is best practice for organisations who take overseas volunteers, and planned to take out a group of
volunteers in May 2010. However, due to civil unrest, this trip had to be postponed until April 2011. We
underwent an external audit by an independent auditor appointed by Comhlamh in November 2010 to
assess our compliance with the Code. The Code focuses heavily on risk management and child protection,
to ensure all volunteers are well cared for and any possible problems are anticipated and contingency plans
are in place as far as possible. It also focuses on ensuring that the organisation, the volunteers and the
programme's beneficiaries all have a positive experience and get value from the programme. The results of
this audit were very encouraging, with only minor issues arising, which are being addressed during the
course of 2011,

10
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We plan to take out ¢.10 volunteers in April 2011, and a further group later in 2011, to oversee the
construction of our volunteer and education centre, and to lead teacher training programmes in Humla. We
have also entered inio a partnership arrangement with NUI Galway, whereby we take four civil engineering
students to Humla to work on feasibility studies on a range of projects as part of their degree. The first
group of these students will be coming to Humla in April 2011 for six weeks to do plans on disaster risk
management for the district in the event of an earthquake, and to do a water survey for a pilot irrigation and
drinking water scheme for the village of Thehe.

Volunteers in Ireland

The Directors are very grateful to the 250 volunteers who helped during the year by carrying out
fundraising on our behalf, and providing professional services and expert advice on a wide range of issues.
Foundation Nepal established a formal volunteer programme in mid-2009. The organisation's relationship
with the Galway Volunteer Centre went from strength to strength, which has proven beneficial in the
recruitment of volunteers and the setting of policy and procedures.

Development education

Our development education programme with Colaiste Iognaid ("The Jes") in Galway continued well in
2010, following them winning a Mayor's Award in Galway at the start of the year for their work with us.
The programme for 2010/11 has been scaled back due to lack of funding, but we have applied to Irish Aid
for development education funding for 2011/12, and if successful, a larger programme will be launched
with secondary schools in the Galway area, focusing on transition year.

Plans for future periods

We plan to expand the CHEWI programme to facilitate a greater number of beneficiaties, and to further
develop our holistic and sustainable model, while measuring results and return on investment, so that in
time, a blueprint approach can be developed which can be rolled out and scaled up in a cost effective way
to end exireme poverty. This expansion is dependent upon us securing additional funding, and
multi-annual funding from institutional donors.

Financial review

During the year, the net funds raised from the general public to fund the programmes mentioned was
€160,992 (2009: £€69,731). All of this income, except for a balance of €691, was used in the current year.
The surplus for the financial year amounted to €691 (2009: deficit of €63,387).

11
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Going concern

The Charity prepares rolling three monthly cash flow forecasts, which facilitate the management and
monitoring of our cash and funding position each month. Monthly revenue and cost budgets are in place
and performance is monitored against budget at regular team meetings.

At 31 December 2010, the charity had cash on hand of €28,910. Fundraising in the first two months of
2011 was approximately €50,000, and significant fundraising activity is projected for the remainder of
2011. Since year end, we have received a grant from Irish Aid, and in 2010 we also secured the backing of
a significant philanthropist, as well as other institutional funding.

The directors have considered carefully the risks to the group's trading performance and cash flows as a
result of the difficult economic environment. The directors have also had regard to the group’s operating
plan and budget for 2011 and have considered a number of risk factors.

After reviewing group and company cash balances and projected cash flows, the directors believe that the
group and company have adequate resources to continue operations for the foreseeable futare. For this
reason, the accounts have been prepared on a going concern basis.

Reserves policy

The charity and its subsidiary have combined reserves of €45,125 (2009: €40,169). Unrestricted funds are
general funds that are available for use at the Directors' discretion in furtherance of the objectives of the
Charity. Restricted funds are those donated for use for a specific purpose, the use of which is restricted to
that purpose and the restriction means that the funds can only be used for specific projects or activities.
Such purposes are within the overall aims of the organisation. A deficit in unrestricted funds is permitted
only where all of the following conditions exist: (i) the deficit is not material; (if) the deficit has been used
for essential spending; (iii) the deficit is temporary; (iv) the deficit will be rectified at the earliest
convenience; and (v) the deficit is approved by the Board. At 31st December 2010, there was a deficit in
unrestricted funds of €8,284 (2009 - €15,251). All of the above conditions are met when unrestricted funds
are in deficit.

The deficit in unrestricted funds arose as fundraising in 2009 was adversely impacted by a number of
factors as discussed in the 2009 directors' report. Unrestricted fundraising in 2010 was a lot stronger than in
2009, resulting in the deficit in unrestricted funds being halved. It is expected that the remaining deficit
will be eliminated in 2011.

12
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Fundraising activities

Fundraising in 2010 was more than double what was raised in 2009, as the benefits of our rebranding were
reaped. 2010 was a record year for Foundation Nepal, and the best year ever for fundraising. The main
achievements were (i) securing a significant philanthropist, and (ii) securing Irish Aid funding from the
Micro Projects Scheme. The Irish Aid funding was received post year-end and is not recognised in the
2010 income figures. General donations from our supporters held up well, considering the economic
recession, and additional smaller institutional and application-based funding was secured. We also built our
regular giving programme during the year. KPMG and "The Brudders” organised significant fundraising
events for us during the year which raised valuable funds. '

The main areas of weakness were flag days, and income from events that we organised ourselves, such as
dinners and barbeques. Events such as these will be discontinued in 2011.

We hope to apply to Irish Aid's Civil Society Fund again in 2011, assuming it reopens, as well as a number
of other institutional donors. On the community fundraising side, we have finished the implementation of a
CRM system in early 2011 which will allow for much more targeted campaigns and communications with
our supporters, and we have bolstered the fundraising team in Ireland. As a result of all of these and many
other initiatives, fundraising in 2011 is expected to be significantly better than 2010.

In early 2011, we signed up to the ICTR Code of Practice for Fundraising, to ensure that all of our
fundraising activities meet best practice standards in the sector.

Public communications, PR and marketing

The organisation's name change and rebranding process was successfully completed in 2009. Significant
PR activity has taken place in 2010, with Foundation Nepal regularly receiving media coverage in the local
Galway press, as well as some national coverage with features in Woman's Way, The Daily Mail and the
Sunday Business Post, along with interviews on NewsTalk 106FM. A huge thanks to our team of PR
volunteers for their efforts in securing this coverage, and to our chairman, Frank Cronin. Our new website
continues to drive significant levels of enquiries from potential volunteers and others who are interested in
getting involved in supporting us.

Déchas Code of Conduct on Images and Messages

In July 2009, Foundation Nepal signed up to the Déchas Code of Conduct on Images and Messages, which
is a set of guiding principles to assist development NGO's in selecting images and messages for their
communications that maintain full respect for human dignity. By the end of 2009, Foundation Nepal had
implemented the recommendations of the code. To give us feedback on our communications, please email
info@foundation-nepal.org.
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DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2010

External factors affecting achievement

Secure and sustainable funding is a challenge given the current economic climate. The Charity works in
difficult circumstances where both social and political factors may give rise to security or access problems
that frustrate our ability to put in place the infrastructure and long-term initiatives necessary to alleviate

poverty.

The commitment of the Nepalese people, our beneficiaries and our staff to surmount these problems
continues to be both a strong motivator and a source of inspiration to encourage us on in our mission.

Structure, governance and management - our legal objects

Foundation Nepal is an international, non-governmental, non-political, non-religious, not for profit
organisation established in December 2006. It is registered as a private company limited by guarantee with
the Companies Office. It is constituted under a Memorandum of Association dated 6 December 2006 (as
amended on 1 March 2008). It is registered as a Charity with the Revenue Commissioners. The
Memorandum of Association defines the charity's object as "to relieve poverty among the inhabitants of
Nepal through the provision of educational materials and medical facilities, the provision of shelters and
orphanages, and the provision of income generating opportunities”.

Our Company registration number is 431242 and our Charity registration number is CHY 17737.

In Nepal, Foundation Nepal is registered with the Social Welfare Council ("SWC") as an INGO, and
programme activities are carried out through the branch in Nepal. In addition, land is held by a private
limited company which is a 100% subsidiary of Foundation Nepal, called The Nepalese Children’s
Healthcare Foundation PVT Ltd, which will be used to construct a volunteer and community centre capable
of withstanding a major earthquake, which is overdue in the district. Humla district sits on a major fault
line in the Himalayas, and disaster risk planning and the construction of the centre are central to our disaster
risk management strategy for the district. For technical reasons, it makes more sense for Foundation Nepal
to hold the land via a private limited company structure in Nepal, rather than by the branch.

Directors and organisational structure

The Articles of Association allow for up to seven directors to be appointed. One-third of the Directors are
required to retire from office at the annual general meeting, however retiring Directors are immediately
eligible for re-election. All Directors have signed up to the Irish Development NGO's Code of Practice for
Corporate Governance published by the Corporate Governance Association of Ireland and developed in
partnership with Dochas. All our existing directors have relevant expetience and aside from expenses were
not remunerated for their directorship. Our directors are unpaid and details of directors’ expenses and any
related party transactions are disclosed in note 24 to the financial statements.
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After the year-end, two new directors were appointed to the Board - Mr Ciaran Casey on 10th February
2011 and Mrs Mary Manandhar on 11th March 2011. Nicky Deasy resigned as a director from the Board
on 10th February 2011.

Directors

Our Directors are responsible for setting the strategy and are responsible in law for running Foundation
Nepal. Details of the directors who served during the year are set out on the Company Information page.

Where new directors are appointed they are given a formal induction to the work of the Charity and
provided with the information they need to fulfil their roles, which includes information about the role of
directors and charity law. New directors are nominated by members of the board of directors, interviewed
by the board of directors and appointed where they have the necessary skills to contribute to the charity's
management and development.

The Chief Executive takes responsibility for monitoring operational areas. Supporting the work of the Chief
Executive, there is a Programme Director in the Nepalese branch with delegated spending authority to cover
each of the ongoing projects. The Chief Executive reports action points to the Board meetings which are
held at least quarterly.

Directors' interests

At the beginning and end of the year Nicky Deasy held 30,000 ordinary shares of NPR 100 each in The
Nepalese Children's Healthcare Foundation PVT Limited, a company incorporated in Nepal. These shares
are held in trust, on behalf of Foundation Nepal. No other director had any shares or debentures in any
group company at either the beginning or end of the year.

Chief Executive

The Chief Executive, Nicky Deasy, is responsible for the day to day operation of the Charity and manages
the staff of the Charity on behalf of the Directors. She is an experienced Chartered Accountant whose
business background underlies all our activities - translating into a focus on efficiency, value for money,
and a commitment to the highest standards of professionalism and quality in everything we do. She did not
receive any remuneration or salary for her work in 2010.
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Risk management

All significant activities undertaken are subject to a risk review as part of the initial activity assessment and
implementation. Major risks are identified and ranked in terms of their potential impact and likelihood. As
previously mentioned, we have signed up to the Dochas Code of Practice on Corporate Governance and the
Comhlamh Code of Practice for Overseas Sending Organisations, both of which demand a significant focus
on risk management and risk mitigation. We also undertake rigorous annual strategic and operational
planning at the start of the year, focusing particularly on our programme, fundraising and operational plans
for the year ahead.

Major risks, for this purpose, are those that may have a significant effect on (i) Operational performance,
including risks to our personnel and volunteers; (ii} Financial sustainability, including stability and security
of income; (iii) Achievement of our aims and objectives; or (iv) Meeting the expectations of our
beneficiaries or supporters.

The Directors review these risks on an ongoing basis and satisfy themselves that adequate systems and
procedures are in place to manage the risks identified. Where appropriate, risks are covered by insurance.
The following framework is central to ensuring adequate risk assurance: Regular monitoring of major risks
and development of action plans by the Board of Directors; Embedding risk identification and assessment
within operating procedures; A clear structure of delegated authority and control; Income and profit targets
for our trading and fundraising activities; and Maintaining reserves in line with set policies.

Books of Account

The measures taken by the Directors to ensure compliance with the requirements of Section 202,
Companies Act, 1990, regarding proper books of account are: the implementation of necessary policies and
procedures for recording transactions, the employment of competent accounting personnel with appropriate
expertise and the provision of adequate resources to the financial function. The books of account of the
charity are maintained at the Registered Office.

Auditors

The auditors, Mazars Tierney, have indicated their willingness to continue in office in accordance with the
provisions of Section 160(2) of the Companies Act, 1963.

O behalif of the Board:

DIRECTOR DIRECT Date: ! ?12 h
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THE NEPALESE CHILDREN'S FOUNDATION LIMITED

(T/A FOUNDATION NEPAL)
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STATEMENT OF DIRECTORS' RESPONSIBILITIES FOR THE
MEMBER'S FINANCIAL STATEMENTS

The directors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable Irish law and Generally Accepted Accounting Practice in Ireland
including the accounting standards issued by the Accounting Standards Board and published by
the Institute of Chartered Accountants in Ireland.

Irish company law requires the directors to prepare financial statements for each financial period
which give a true and fair view of the state of affairs of the group and of the company and of the
profit or loss of the company for that period.

In preparing those financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently

- make judgements and estimates that are reasonable and prudent

- prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the group will continue in business.

The directors confirm that they have complied with the above requirements in preparing the
financial statements.

The directors are responsible for keeping proper books of account which disclose with reasonable
accuracy at any time the financial position of the company and of the group and to enable them to
ensure the financial statements are prepared in accordance with accounting standards generally
accepted in Ireland and with Irish statute comprising the Companies Acts, 1963 to 2009. They are
also responsible for ensuring that the company otherwise complies with the provisions of those
Acts relating to the financial statements in so far as they are applicable to the company.

They are also responsible for safeguarding the assets of the group and hence, for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial
information included on the company's website. Legislation in the Republic of Ireland govemning
the preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.

In so far as the directors are aware:
-there is no relevant audit information (information needed by the company's auditors in
connection with preparing their report) of which the company's auditors are unaware, and

-the directors have taken all the steps that they ought to have taken to make themselves aware of
any relevant andit information and fo establish that the company's auditors are aware of that
information.

On behalf of the board: é
i o
M{. AT - . ‘

DIRECTOR DIRECTOR Date: (1] 211
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IMAZARS

MAZARS TIERNEY
INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
THE NEPALESE CHILDREN'S FOUNDATION LIMITED

We have audited the consolidated financial statements of the Nepalese Children's Foundation Limited
(T/A Foundation Nepal) for the year ended 31 December 2010 which comprise the Consolidated
Statement of Financial Activities, Consolidated Income Statement, Consolidated Statement of Total
Recognised Gains and Losses, Company Income Statement, Company Statement of Total Recognised
Gains and Losses, Consolidated Balance Sheet, Company Balance Sheet, Consolidated Cash Flow and
the related notes. These consolidated financial statements have been prepared under the accounting
policies set out therein. -

Respective responsibilities of directors and auditors

As described in the Statement of Directors' Responsibilities, the company's directors are responsible for
the preparation of financial statements in accordance with applicable law and generally accepted
accounting practice in Ireland including the accounting standards issued by the Accounting Standards
Board and published by the Institute of Chartered Accountants in Ireland (Generally Accepted
Accounting Practice in Ireland).

Qur responéibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

This report is made solely to the company's members, as a body, in accordance with Section 193 of the
Companies Act, 1990. Our audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditors' report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opinions
we have formed.

We report to you our opinion as to whether the financial statements give a true and fair view in
accordance with Generally Accepted Accounting Practice in Ireland and are properly prepared in
accordance with the Companies Acts 1963 to 2009. We also report to you whether in our opinion:
proper books of account have been kept by the company; and proper returns received from branches not
visited in the audit and whether, the information given in the directors' report is consistent with the
financial statements. In addition, we state whether we have obtained all the information and
explanations ‘necessary for the purposes of our audit and whether the financial statements are in
agreement with the books of account and retums.

We report to the members if, in our opinion, any information specified by law regarding directors'
remuneration and directors’ transactions is not disclosed and, where practicable, include such information

in our report.

We read the directors' report and consider the implications for our report if we become aware of any
apparent misstatements within it.
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Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and
whether the accounting policies are appropriate to the company's circumstances, consistently applied and
adequately disclosed.

We plannéd ‘and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluated the overall adequacy of the presentation of information
in the financial statements.

Opinion

In our opinion, the group financial statements:

- give a true and fair view, in accordance with Generally Accepted Accounting Practice in Ireland,
of the state of the group's affairs as at 31 December 2010 and of its surplus for the year then

ended; and

- have been properly prepared in accordance with the requirements of the Companies Acts 1963 to
2009.

We have obtained all the information and explanations we consider necessary for the purposes of our
audit. In our opinion proper books of account have been kept by the company. The financial statements
are in agreement with the books of account and returns. Proper returns adequate for an audit have been
received from branches not visited.

In our opinion the information given in the directors' report is consistent with the financial statements.

. P
Mﬂfb' )z%‘ :
21 March 2011

Mazars Tierney,
Chartered Accountants & Registered Auditors,

Mazars Place,
Salthill,
Galway.
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THE NEPALESE CHILDREN'S FOUNDATION LIMITED

(T/A FOUNDATION NEPAL)

(A COMPANY LIMITED BY GUARANTEE AND NOT HAVING A SHARE CAPITAL)

CONSOLIDATED STATEMENT OF FINANCIAL ACTIVITIES

FOR THE YEAR ENDED 31 DECEMBER 2010

Notes
Incoming Resources
Incoming reources from generated funds
- voluntary income
Investment income
- deposit interest
Other incoming resources
- realised foreign exchange gain

Total incoming resources

Resources Expended
Costs of generating voluntary income 5

Charitable activities b
Governance costs 7
Other resources expended

- realised foreign exchange loss

Total resources expended

Net incoming/(outgoing) resources
from operations 9

Unrealised exchange gain on consolidation
of foreign subsidiary 17

Net movement in funds

Total funds/(deficit) brought forward

Total funds carried forward

On behalf of the board :

2010 2009
Restricted Unrestricted Total Total
€ € € €
7,465 153,527 160,992 69,731
. 103 103 720
- - - 750
7,465 153,630 161,095 71,201
- (65,024) (65,024) (42,723)
(13,741) (46,151) (59,892) (66,860)
- (32,480) (32,480) (25,005)
- (3,008) (3,008) -
(13,741) (146,663) - (160,404) {134,588)
(6,276) 6,967 691 (63,387)
- 4,265 4265 5,654
(6,276) 11,232 4,956 (57,733)
49,766 (9,597) 40,169 97,902
43,490 1,635 45,125 40,169
IRECTOR

W ol N e d o~
(‘f‘

DIRECTOR
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THE NEPALESE CHILDREN'S FOUNDATION LIMITED

(T/A FOUNDATION NEPAL)
(A COMPANY LIMITED BY GUARANTEE AND NOT HAVING A SHARE CAPITAL)

CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2010

2010 2009
Notes € €

Income 160,992 70,481
Expenditure (160,404) (134,588)
Operating surplus/(deficit) 9 588 (64,107)
- continuing activities

Interest receivable and similar income 10 103 720
Surplus/(deficit) for the year 17 691 (63,387)

CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 2010

€ ‘ €
Surplus/(deficit) for the year 691 {63,387)
Unrealised exchange gain on consolidation
of foreign subsidiary 4,265 5,654
Total recognised gains and losses for the year 4,956 (57,733)

On behalf of the board :

(&:@LMD—\ = /

DIRECTOR TRECTOR
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