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SUJAN SUBEDI & ASSOCIATES Baneshwor-31, Kathmandu
Chartered Accountants Contact no: 01-4415552
Email address:casujan.11@gmail.com

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of RBB Merchant Banking Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of RBB Merchant Banking Limited, which comprise the
statement of financial position as at 32 Ashad 2079 (16" July 2022), and the statement of income, statement of changes

in equity and statement of cash flows for the year then ended, and notes to the financial statements, including a summary
of significant accounting policies and other explanatory information.

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid financial
statements presents fairly, in all material respects, the financial position of the Company, as at Ashad 32, 2079 (July 16,
2022), and its financial performance, changes in equity, cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information, in accordance with Nepal Financial Reporting Standards and
comply with Company Act, 2063, Securities Act 2063, Securities Board Regulations 2064 & other prevailing laws.

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the Institute of Chartered Accountants of Nepal’s Code of
Ethics for Professional Accountants (ICAN Code) together with the ethical requirements that are relevant to our audit of
the financial statements in Nepal, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the ICAN code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis of our opinion.

Information Other than the Financial Statements and Auditor’s Report Thereon

The Company’s Management is responsible for the preparation of the other information. The other information comprises
the information included in the Management report, Report of the Board of Directors and Chairman’s statement but does
not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with Nepal
Accounting Standards, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements , management is responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate the company or to cease operations, or has no realistic alternative but to do
SO.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error,- &nq,to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but i§4 rantee that an audit conducted in accordance with NSAs will always
detect a material misstatement when it exi§ts
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Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

. Obtain an understanding of internal controls relevant to the audit in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control,

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue as a going concern.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of

the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

Report on Other Legal Regulatory Requirements
On the basis of our examination, we would like to further report that:

i.  We have obtained all the information and explanations, which were considered necessary for the purpose for our audit.

ii. The company has kept proper books of accounts as required by law, in so far as it appears from our examination of
those books of account,

iii. The Statement of Financial Position, Statement of Profit or Loss, Statement of Cash Flows, Statement of Changes in
Equity and attached notes to accounts dealt with by this report are in compliance with the provisions of Companies
Act, 2063 and are in agreement with the books of account maintained by the company.

iv. On the basis of explanations and information made available to us during the course of audit, the statement of
Financial Position dealt with by this report properly reflects the financial situation of the company, and the Statement
of Profit or Loss and statement of Cash flows for the year ended on the same date properly reflects the profit or loss
and cash flows of the company, respectively.

v.  During our examination of the books of account of the company and to the best of information provided to us, we
have not come across the cases where any board of director or any employee of the Company has acted contrary to the
provisions of law or committed any misappropriation of assets or caused loss or damage to the company,

vi. Based on our sample checking, we have not come across any fraudulence in the accounts, and

vii. Our suggestions for improvement in the Company’s internal controls and accounting system have been presented in a
separate preliminary report.

For Sujan Subedi & Associates
—Chartered Accountants

Date: 09 Ashwin, 2079
Place: Kathmandu

UDIN Number : 220926CA01383vd9JU
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RBB MERCHANT BANKING LIMITED

Teku, Kathmandu Nepal
Statement of Financial Position
As on Ashad 32, 2079 (July 16, 2022)

Amount in NPR.

Particulars Note Ashad 32, 2079 Ashad 31, 2078
No. (July 16, 2022) (July 15, 2021)
ASSETS
Non-Current Assets
Property, Plant and Equipment 3 3,561,052 4,238,406
Intangible Assets 4 1,362,124 1,318,920
Right To Use Asset 22 5,278,655
Deferred Tax Assets 16.3 4,481,528 2,541
Other Assets 6 1,125,000 1,625,000
Total Non-Current Assets 15,808,359 7,184,867
Current Assets
Financial Assets
Cash and Cash Equivalents 5.1 41,409,681 51,818,101
Trade & Other Receivables 52 7,747,465 7,651,462
Investment in Fixed Deposits 5.3 186,700,000 157,000,000
Financial Assets at Amortize Cost 54 7,220,000 5,000,000
Financial Assets at Fair Value through p] 5.5 38,657,684 40,954,845
Prepayment & other advances 5.5 959 124,124
Current Tax Asset 16.2 965,455 -
Total Current Assets 282,701,244 262,548,532
Total Assets 298,509,602 269,733,399
EQUITY AND LIABILITIES
Equity
Share Capital 7 200,000,000 200,000,000
Other Reserves 8 5,063,524 3,730,909
Retained Earnings 9 18,132,526 26,889,289
Total Equity 223,196,050 230,620,198
Liabilities
Non-Current Liabilities
Deferred Tax Liabilities - -
Lease Liability 22 5,363,173
Other Liabilities & Payables - -
Total non-Current Liabilities 5,363,173 -
Current Liabilities
Financial Liabilities
Loans and Borrowings - - -
Trade & Other Payables 10.1 60,157,854 33,324,987
Employee Liabilities 11 2,571,425 2,408,431
Other Liabilities & Payables 12 7,221,100 3,039,973
Current Tax Liabilities 16.2 - 339,809
Total Current Liabilities 69,950,379 39,113,200
Total Liabilities 75,313,552 39,113,200
Total Equity and Liabilities 298,509,602 269,733,399

The accompanying notes form an integral part of the financial statements

Devendra Raman Khanal
Chairman

Pawan Regmi
Director

Keshav prasad Lamsal
Independent Director

Date:
Place:

Durga Kumari Kandel
Director

Badri Prasad Pyakurel

Sarswati Adhikari
Director

Rajendra Prasad Dahal
Independent Director

Bhawana Thapa

CEO Manager

As Per Our Report of Even Date

CA. Sujan Subedi
Proprietor

Sujan Subedi & Associates
Chartered Accountants
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RBB MERCHANT BANKING LIMITED
Teku, Kathmandu Nepal
Statement of Profit or Loss and Other Comprehensive Income
For the period ended on Ashad 32,2079 (July 16, 2022)

Amount in NPR.
. Ashad 32, 2079 Ashad 31, 2078
Particulars Note No. (uly 16, 2022) (uly 15, 2021)
Interest Income 14.1 19,460,018 20,524,952
Investment income, Fees, Commission & Other Income 14.2 30,776,338 42,819,431
Gross Income 50,236,356 63,344,383
Direct Expenses 15.1 (8,007,202) (7,038,111)
Depreciation & Amortization 15.2 (1,660,498) (1,209,954)
Assets Written Off-Impairment - - -
Employee Expenses 15.3 (12,565,744) (10,553,717)
Impairment Loss on Financial Assets at amortized cost - - -
Other Operating Expenses 15.4 (8,163,176) (10,349,869)
Operating Profit 19,839,735 34,192,731
Staff Bonus Provisions (1,604,227) (1,631,440)
Profit Before Tax 18,235,508 32,561,292
Income Tax (Expenses)/Income: 16.1 (9,690,722) (9,517,795)
- Deferred Tax 16.3 4,478,988 (536,532)
Profit From Continuing Operations 13,023,774 22,506,965
Profit/ (Loss) on Discontinued Operations (net of tax) -
Net Profit for the Period 13,023,774 22,506,965
Total Comprehensive Income for the Period 13,023,774 22,506,965
Attributable to : Equity Holders of Parent 13,023,774 22,506,965
Earning Per Share (Basic) 6.51 11.25
Earning Per Share (Diluted) 6.51 11.25

The accompanying notes form an integral part of the financial statements

Sarswati Adhikari
Director

As Per Our Report of Even Date

Devendra Raman Khanal
Chairman

CA. Sujan Subedi
Proprietor
Sujan Subedi & Associates
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RBB MERCHANT BANKING LIMITED

Teku, Kathmandu Nepal
Statement of Cash Flow

For the period ended on Ashad 32,2079 (July 16, 2022)

Amounts in NPR.

Particulars

Ashad 32, 2079
(July 16, 2022)

Ashad 31, 2078
(July 15, 2021)

Cash Flows from Operating Activities

Profit for the Year 13,023,774 22,506,965
Adjustment for: Non-Cash Items & Non-Operating items -
Income Tax Expenses for the year 9,690,722 9,517,795
Deffered Tax Expenses (4,478,988) 536,532
Depreciation/amortisation on PPE, Investment Property & Intangible Assets 1,660,498 1,209,954
Assets Impairment/Discarded - 22,895
Loss/ (Gain) on disposal of Share 137,355 (15,566,148)
Fair Value Changes 13,849,039 67,504
Adjustment for: Working Capital Changes except cash & Cash equivalent -
Increase / Decrease in Trade & other receivables (96,003) (7,045,542)
Increase / Decrease in Right to use asset (5,556,479) -
Increase / Decrease in PV Lease Liability 5,363,173 -
Increase / Decrease in Prepayments & other Advances 123,165 72,391
Acquisition of Financial Assets held for trading (31,689,233) 25,561,156
Increase/Decrease in Trade & Other Payables 26,832,867 31,029,617
Increase/Decrease in Employee Benefits 162,994 624,470
Increase / Decrease in other Liabilities 4,181,127 2,806,060
Increase/Decrease Deferred Revenue Expenditure 500,000 500,000
Cash generated from Operations. 33,704,011 71,843,649
Donations & contribution (100,000)

Income Tax Paid (11,343,907) (7,519,314)
Net Cash Flows from Operating Activities (A) 22,260,104 64,324,334
Cash Flow from Investing Activities

Acquisition of Property, Plant and Equipment (296,524) (1,637,124)
Purchase of Intangible Assets (452,000) (756,258)
Purchase/Sale of Financial Assets at amortized Cost (11,920,000) (7,000,000)
Net Cash flows from Investing Activities (B) (12,668,524) (9,393,382)

Cash Flow from Financing Activities

Dividend Paid (Both Interim & Final)

(20,000,000)

(10,000,000)

Net Cash Flows from Financing Activities (C ) (20,000,000) (10,000,000)
Foreign Exchange Gain/ (loss)-(D) - -
Net Increase in Cash and Cash Equivalents (A+B+C+D) (10,408,420) 44,930,952
Cash and Cash Equivalents at the beginning of the period 51,818,101 6,887,149
Cash and Cash Equivalents at the end 41,409,681 51,818,101

The accompanying notes form an integral part of the financial statements.
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RBB MERCHANT BANKING LIMITED
Teku, Kathmandu Nepal
Statement of Change in Equity
As on Ashad 32,2079 (July 16, 2022)

Amounts in NPR.
. Share Capital Other Reserves Retained | Total Shareholders
Particulars Equity Share Preference | - General CSR Earnings Funds
Share Reserve | Reserve
Balance as of Shrawan 1, 2078 200,000,000 - 3,391,735 | 339,174 26,889,289 230,620,198
Changes in Accounting Policies - - - - -
Correction of Prior Period Errors - - - - - -
Balance as of Shrawan 1, 2078 200,000,000 - 3,391,735 | 339,174 26,889,289 230,620,198
Changes in equity for the year ended Ashad 32, 2079
Profit / (Loss) for the year - - - - 13,023,774 13,023,774
Allocation of Profit to General Reserve 1,302,377 (1,302,377)
Allocation of Profit to CSR Reserve 130,238 (130,238) -
Adjustment for Taxation of previous years - - - - (347,922) (347,922)
Issue of Ordinary Share - - - - -
Cash Dividend - - - -1 (19,000,000) (19,000,000)
Dividend Tax Paid - - - - (1,000,000) (1,000,000)
Issue of Bonus Share (Dividend) - - - - - -
CSR Reserve utilised - - - (100,000) - (100,000)
Balance as of Ashad 32,2079 200,000,000 - 4,694,113 | 369,411 18,132,526 223,196,050
The accompanying notes form an integral part of the financial statements.
Devendra Raman Khanal Sarswati Adhikari As Per Our Report of Even Date
Chairman Director

Pawan Regmi Durga Kumari Kandel Rajendra Prasad Dahal
Director Director Independent Director
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Keshav prasad Lamsal Badri Prasad Pyakurel Bhawana Thapa
Independent Director CEO Manager
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

Significant Accounting Policies and Notes to the Financial Statements

SN Particulars

1. Corporate Information

2. Significant Accounting Policies, use of judgments, estimates & assumptions
2.1 Basis of Preparation
2.2 Significant Accounting Policies
23 Use of Estimates, Assumptions and Judgments

3. Property, Plant & Equipment

he

Intangible Assets

5. Financial Assets
5.1 Cash and cash equivalents
52 Trade & Other Receivables
53 Investment in Fixed Deposits
5.4 Financial Assets at Amortize cost
5.5 Financial Assets at Fair Value through profit or loss
5.6 Prepayments & Other Advances

Other Assets

Share Capital

Other Reserves

Retained Earnings

e NSl Kol Bl S

0. Financial Liabilities
10.1 Trade & Other Payables

11. Employee Liabilities

12. Other Liabilities

13. Provision

14. Revenue
14.1 Interest Income
14.2 Fee, Commission & Other Income

15. Expenses
15.1 Direct Expenses
15.2 Depreciation, Amortization & Impairment Losses
15.3 Employment Benefits

15.4 Other Operating Expenses

16. Taxation
16.1 Current Tax Expenses/Income
16.2 Current Tax Liability/(Assets)
16.3 Deferred Tax Liability/(Assets)

17. Risk Management

18. Related Party Transactions

19. Capital Management

20. Contingencies

21. Prior Period Errors

22. Leases

23. Proposed Dividend

24. Commitments

25. Event after the Reporting Period

26. Segment Reporting
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79
1. Corporate Information
RBB Merchant Banking Limited is a subsidiary company of Rastriya Banijya Bank
Limited (RBBL) with 100 % equity holding. RBB Merchant Banking Limited
(RBBMBL) was incorporated as per the Company Act, 2063 in January 29, 2016 and
was granted Merchant Banking operating license (as per the (Merchant Banker)
Regulation 2064) by the Securities Board of Nepal (SEBON) in June 11, 2017. The
registered office of RBB Merchant Banking Limited is situated at Teku, Kathmandu.

The company has been established with objectives of providing merchant banking
service in Nepal. The company is engaged in business of issue and sales management,
underwriting, portfolio management, share registrar and depository participants.

Its parent company, RBBL is one of the pioneer government owned, Commercial Bank
which has more than half a century serving history in the country. Current running
under Bank and Financial Institution Act (BAFIA) 2073 and Company Act 2063 and is
licensed by NRB as an 'A' class commercial Bank of the country.

The Financial Statements were authorized for issue by the Board of Directors vide
meeting no 130 held on 06/06/2079

2. Significant Accounting Policies, use of judgments, estimates and assumptions

2.1 Basis of Preparation
The Financial Statements are prepared on accrual and going concern basis. The
principal accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all the years presented,
unless otherwise stated.

The financial statements comprise of Statement of Financial Position, Statement of
Profit or Loss and Statement of other Comprehensive Income shown in a single
statement, the Statement of Changes in Equity, the Statement of Cash Flows and
Significant Accounting Policies and Notes to the Accounts.

a) Statement of Financial Position (SFP)
Current/Non-Current Distinction
The Entity presents assets and liabilities in the Statement of Financial Position
based on Current/Non-Current classification.

An asset is current when it is:

e Expected to be realized or intended to be sold or consumed in the normal operating
cycle

e Held primarily for the purpose of trading

e Expected to be realized within twelve months after the reporting period Or

e (ash or cash equivalent unless restricted from being exchanged or used to
settle a liability for at least twelve months after the reporting period

All other assets are classified as non-current.

A liability is current when:

e [t is expected to be settled in the normal operating cycle
e [t is held primarily for the purpose of trading



b)

d)

2.1.1

2.1.2

2.1.3
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

e Itis due to be settled within twelve months after the reporting period Or

e There is no unconditional right to defer the settlement of the liability for at least
twelve months after the reporting period

The terms of the liability that could, at the option of the counterparty, result in its

settlement by the issue of equity instruments do not affect its classification.

The Entity classifies all other liabilities as non-current.

Statement of Profit or Loss and Other Comprehensive Income

The Element of Statement of Profit or Loss and Other Comprehensive Income have
been prepared using classification by function method. The details of revenue,
expenses, gain or losses have been disclosed in the relevant section of this note.

Earnings per share have been disclosed in the face of ‘statement of Profit or Loss
and Other Comprehensive Income’.

Statements of Cash Flows

The Statement of Cash Flows has been prepared using indirect method and the
activities has been categories under ‘Cash flows from operating activities, Cash
flows from investing activities and Cash flows from financing activities’.

Statement of Changes in Equity

The Statement of Changes in Equity has been prepared disclosing changes in each
elements of the equity.

Statement of Compliance

The Financial Statements have been prepared in accordance with Nepal Financial
Reporting Standards (NFRS) and Nepal Accounting Standards laid down by the
Institute of Chartered Accountants of Nepal. Further the financial statements are in
compliance with Securities Act, 2063 and its regulation and in conformity with the
Company Act 2063 and other relevant laws applicable to the company.

Basis of Measurement
The financial statements have been prepared on the historical cost basis except for

the items that are measured and presented at fair value as required by relevant NFRS
as explained in respective notes.

Functional & Presentation Currency

The financial statements are prepared in Nepalese Rupees (NPR), which is
functional currency of the company. The functional and presentation currency are
the same. All the financial information presented in Nepalese Rupees has been
rounded to the nearest rupees, unless otherwise indicated.

2.1.4 Reporting Dates

Particulars Nepalese Calendar Gregorian Calendar
Reporting Period 01/04/2078 to 32/03/2079 | 16/07/ 2021 to 16/07/ 2022
Comparative Period 01/04/2077 to 31/03/2078 | 16/07/2020 to 15/07/ 2021
Reporting SFP 32 Ashadh 2079 16-July-2022
Comparative SFP 31 Ashadh 2078 15-July-2021
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

2.1.5 Going Concern

The Financial Statements are prepared on accrual and going concern basis. The
company has adequate resource to continue in business for the foreseeable future.

2.1.6 Materiality

The company for the preparation of financial statements determines materiality based
on the nature or magnitude, or both. Materiality is a pervasive constraint in financial
reporting because it is pertinent to all of the qualitative characteristic

2.1.7 Transactions in Foreign Currency

Transactions entered into by company entities in a currency other than the currency of
the primary economic environment in which they operate (the "functional currency" is
NPR) are recorded at the rates ruling when the transactions occur. Foreign currency
monetary assets and liabilities are translated at the rates ruling at the reporting date.

No transaction in foreign currency has been done by the entity during the reporting
period.

2.1.8 Regrouping /Rearrangement

2.2

Assets, Liabilities, Equity, Income & Expenses are rearranged or regrouped to make
financial statement more comparable, informative and fair.

Significant Accounting Policies

The significant accounting policies adopted in the preparation of the financial
statements are set out below. The policies have been consistently applied to all the
years presented, unless otherwise stated based on materiality.

The preparation of financial statements requires the use of certain accounting estimates.
The areas where significant judgments and estimates have been made in preparing the

financial statements and their effects have been disclosed.

2.3 Use of Estimates, Assumptions and Judgements

2.3.1

The preparation of the Entity’s financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the accompanying disclosures, and the disclosure of
contingent liabilities. Uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of assets or
liabilities affected in future periods.

Other disclosures relating to the Entity’s exposure to risks and uncertainties includes:

» Capital management

» Financial instruments risk management and policies

» Sensitivity analyses disclosures

Judgments

In the process of applying the Entity’s accounting policies, management have made the
general judgments, which may have the effect on the amounts recognized in the
financial statements. There is no significant judgment applied which will affect the
recognition of amounts in financial statements.
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

2.3.2 Estimates and Assumptions
NFRS requires the company to make estimates and assumptions that will affect the
assets, liabilities, disclosure of contingent assets and liabilities, and profit or loss as
reported in the financial statements.

The company applies estimates in preparing and presenting the financial statements.
The estimates and underlying assumptions are reviewed periodically. Revision to
accounting estimates are recognized in the period in which the estimates is revised, and
are applied prospectively.

Disclosures of the accounting estimates have been included in the relevant section of the
notes wherever the estimates have been applied along with the nature and effect of
changes of accounting estimates, if any.

3. Property, Plant and equipment
Items of property, plant and equipment are initially recognized at cost. Cost includes the

purchase price and other directly attributable costs as well as the estimated present value
of any future unavoidable costs of dismantling and removing items. The corresponding
liability is recognized within provisions.

Depreciation

Depreciation on assets under construction does not commence until they are complete
and available for use. Depreciation is provided on all other items of property, plant and
equipment so as to write-off their carrying value over the expected useful economic lives.
Depreciation has been computed on WDV Method. The estimate useful lives for the
assets are as follows:

Class of Property Plant & Estimated | Depreciation | Measurement
Equipment Useful Method Basis

lives
Motor Vehicles 20% WDV Cost Model
Computer Equipment 20% WDV Cost Model
Furniture & Office Equipment’s 25% WDV Cost Model

De-recognition & Impairment

An item of PPE is de recognized upon disposal or when no future economic benefits are
expected to flow to the company from continued use of the asset. Any gain or loss arising
on disposal or retirement of an item of PPE is determined as the difference between net
sales proceeds and carrying amount of the assets and is recognized in statement of Profit
or loss.

Following is the details of PPE:

Particulars Leasehold | Vehicle | Computer | Furniture Total
& & Office
Accessories | Equipment
Cost
Balance at Shrawan 1 2078 - | 928,288 1,282,813 2,027,305 | 4,238,406
Purchase During the Period 194,827 - 41,697 60,000 296,524
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

Transfer from Capital WIP

Acquisition Through
Business Combination

Revaluation Adjustments

Disposals

Balance at Ashad 32, 2079

194,827

928,288

1,324,510

2,087,305

4,534,930

Depreciation & Impairment
Losses

Depreciation charged for the
Period

15,479

185,658

263,737

509,004

973,878

Impairment losses
Adjustment

Disposals

Balance at Ashad 32, 2079

15,479

185,658

263,737

509,004

973,878

Carrying Amount

Balance at Ashad 32, 2079

179,348

742,630

1,060,773

1,578,301

3,561,052

. Intangible Assets
Computer Software

Purchased computer software licenses are capitalized on the basis of the costs incurred to

acquire and bring the software to use. These costs are amortized over the estimated useful

lives.

Other Intangible Assets

Other intangible assets that are acquired by the company are stated at cost less

accumulated amortization and impairment losses.

Amortization

Amortization is charged to the income statement on a straight-line basis over the

estimated useful lives of intangible assets. The estimated useful lives are as follows:

» All Computer Software: 5 Years

Following is the details of intangible assets:

Particulars Software
Cost
Balance at Sharawan 1, 2078 1,318,920
Additions 452,000
Disposals/Discarded -
Balance at Ashad 32, 2079 1,770,920
Depreciation & Impairment Losses
Amortization charged for the Period 408,796
Adjustment due to Impairment losses -
Disposals -
Balance at Ashad 32, 2079 408,796
Carrying Amount
Balance at Ashad 32, 2079 1,362,124
Amortization expenses booked for FY 2078/79 408,796
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

. Financial Assets

A financial asset is any asset that is:
(a) cash;
(b) an equity instrument of another entity;
(c) a contractual right:
(i) to receive cash or another financial asset from another entity; or
(i1) to exchange financial assets or financial liabilities with another entity under
conditions that are potentially favorable to the entity; or
(d) a contract that will or may be settled in the entity's own equity instruments and is:
(1) a non-derivative for which the entity is or may be obliged to receive a variable
number of the entity's own equity instruments; or
(11) a derivative that will or may be settled other than by the exchange of a fixed
amount of cash or another financial asset for a fixed number of the entity's own
equity instruments.
A. Recognition of Financial Assets
A financial asset is recognized when the entity become party to the contractual

provision of financial instruments.

B. De- recognition of Financial Assets

A financial asset is de-recognized when
a) Contractual right to Cash flows expires or

b) There is a transfer of risk & rewards relating to ownerships or
c) There is a transfer of control of Financial Assets (practical ability to Sell Financial
Assets) or
d) Retain Rewards, but assume obligation to pay cash flow to one or more parties &
fulfill following conditions”
» No obligation to pay until receipts from original assets
» Restriction from sale/pledge except collateral for above obligation
» Obligation to remit cash flow without material delay (except temporary
investment)
Gain/ (loss) on De- recognition of Financial Assets is recognized in profit or loss.

C. Classification and Measurement of Financial Assets

I. Financial Assets at Amortized Cost
a. If Business Model is to held Financial Assets to collect contractual cash flows
&if it is held for solely payment of principal and interest on outstanding
principal, financial assets is classified under this category.
b. It is initially measured at fair value plus transactions costs.
c. It is subsequently measured at amortized cost using effective interest method.
d. Interest Charges shall be calculated on opening balance of amortized cost.
II. Financial Assets at Fair Value through Profit or Loss
Following Financial Assets are classified under this category:
a. If Financial Assets does not meet the condition of measured at amortized cost or
if made irrevocable election to reduce the accounting mismatch.
b. Compulsory classified under this category
(1) Financial Assets held for trading,

(i) All Derivatives except held for hedging
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

It is initially measured at Fair value and any transactions costs is charged to Profit or
loss. It is subsequently measured at Fair value with changes recognized in profit or loss.

Fair Value Determination
Set out below is a comparison, by class, of the carrying amounts and fair values of the
Entity’s financial instruments, including those with carrying amounts that are reasonable
approximations of fair values:

i For 2078/79 For 2077/78 Limjg
Level
Carrying Fair Carrying Fair
Amount Value Amount Value
A) Financial Assets
Trade & Other Receivable 7,747,465 7747465 | 7.651.462 | 7,651,462 | Level 3
Investment in Fixed 186,700,000 | 186,700,000 | 177,000,000 | 177,000,000 | Level 3
Deposits
f(l)‘;?n“al assetatamortized | ) 0 7.220,000 | 5.000,000 | 5,000,000 ;
Financial Assets at fair 50,091,097 | 38,657,684 | 22,099,797 | 20,954,845 | Level 1
value through profit or loss
Total 251,758,562 | 240,325,149 | 211,751,259 | 210,606,307
B) Financial Liabilities
Trade & Other Payables 60,157,854 | 60,157,854 | 33,324,987 | 33,324,987 | Level 3
Loan & Borrowing - - | Level3
Total 60,157,854 | 60,157,854 | 33,324,987 | 33,324,987

Fair value has been determined using the level 3 inputs i.e. unobservable inputs, except
for investment in listed equity shares and RBB mutual fund I whose fair value has been
determined using level 1 inputs (Quoted Market price)

Financial Assets

Particulars Ashad 32, 2079 (Ashad 31, 2078

Financial Assets at Amortized Cost
Cash and Cash Equivalents 41,409,681 51,818,101
Trade & Other Receivables 7,747,465 7,651,462
Investment in fixed deposit & debentures 193,920,000 182,000,000
Less: Allowance for Impairment Loss - -
Total 243,077,145 241,469,563
Financial Assets at FVTPL 15,482,684 20,954,845
Financial Assets at FVTOCI - -
Total 258,559,830 262,424,408

Cash and cash equivalents

Cash and cash equivalents comprises cash balances, call deposits and other short term
highly liquid investments. Cash and cash equivalents are classified as financial assets.
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

Particulars Ashad 32, 2079| Ashad 31, 2078
Balance with Banks 41,409,681 51,818,101
Cash in hand - -
Total 41,409,681 51,818,101

Balance with bank includes amount of NPR 13,819,000/- collected from issue of 10.25%

Sanima Debenture 2089.

5.2 Trade & Other Receivables

Such asset is expected to be realized or consumed within twelve months after the reporting
period end and such assets are primarily held for ordinary purpose of business.

Particulars Ashad 32, 2079 | Ashad 31, 2078
CDSC receivable 753,478 1,068,626
C-ASBA Commission Receivable 1,144 -
Receivable From RBB 88,496 1,440,470
Receivable From RBB MF 1 - 4,682,935
Share Registrar Charges & Fees Receivable 5,733,412 65,335
Share Issue Management commission receivable 411,619 139,276
Interest Receivable On Debenture 329,732 250,685
Interest Receivable on Call 429,584 4,135
Total 7,747,465 7,651,462
Less: Allowance for Impairment - -
Total 7,747,465 7,651,462
5.3 Investment in Fixed Deposits
Particulars Ashad 32, 2079| Ashad 31, 2078
\Investment in Fixed Deposits
Rastriya Banijya Bank - 10,000,000
Shangrila Development Bank Ltd. 44,800,000 37,000,000
Garima Bikash Bank Limited 20,000,000 20,000,000
Jyoti Bikas Bank Ltd. 12,000,000 -
Citizens Bank International Ltd. 7,000,000
Prime Commercial Bank 90,000,000 90,000,000
Sunrise Bank Ltd. 12,900,000
Total 186,700,000 157,000,000
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

5.4 Financial Assets at Amortize Cost

Particulars Ashad 32, 2079 | Ashad 31, 2078
\Investment in Listed Securities Held to Maturity
Investment in debenture
Sunrise Debenture (SRD 80) 5,000,000 5,000,000
NIC ASIA Debenture 2,220,000 -
Total 7,220,000 5,000,000
5.5 Financial Assets at Fair Value through Profit or loss
Particulars Ashad 32, 2079 | Ashad 31, 2078
Investment in mutual fund
RBB Mutual Fund 1 23,175,000 20,000,000
Investment in Listed Equity Shares 15,482,684 20,954,845
Total 38,657,684 40,954,845

Investment in Mutual Fund
RBB Mutual Fund I Seed Capital:

Entity being Fund Manager and Depository of RBB Mutual Fund I scheme, has invested
2% of the Fund as Seed Capital. As a close ended fund the scheme is required to be held
till the maturity date. Although there is no regulatory requirement that the Fund manager
are not allowed to sell their investments of seed capital, the entity has considered to hold
the investment till the maturity.

Particulars Ashad 32, 2079 | Ashad 31, 2078

Investment in mutual fund

RBB Mutual Fund 1 23,175,000 20,000,000
Cost Value 25,000,000
Market Value 23,175,000
Total 23,175,000 20,000,000
Investment in Listed Equity Shares
Particulars Ashad 32, 2079 Ashad 31, 2078
Financial Assets at end at Cost Price 25,091,097 22,099,797
\Accumulated Fair Value Changes
Balance as at beginning of the period (1,144,952) (1,077,448)
Changes for the period (8,463,461) (67,504)
Balance as at end of the period (9,608,413) (1,144,952)
Financial Assets at end at Fair Value 15,482,684 20,954,845
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RBB MERCHANT BANKING LIMITED

Financial Year 2078/79
Details of Investment in Listed equity shares:

Name of company Book Value Market Value
Citizen Investment Trust 4,637,200 2,741,350.00
Everest Bank Ltd. 1,107,500 698,010.00
Global IME Bank Ltd. 1,437,770 902,777.40
Jyoti Life Insurance Co.ltd. 985,200 464,508.00
Lumbini General Insurance Co. Ltd. 1,015,200 501,948.00
Machhapchre Bank Ltd. 860,000 575,564.00
Mega Bank Ltd 688,500 497,200.00
Neco Insurance Ltd. 976,500 558,670.00
Nepal life insurance Co. Itd. 987,500 425,790.00
Nepal Infrastructure Bank Ltd. 1,020,000 518,400.00
NMB Bank Ltd. 1,141,000 772,038.00
Prabhu Bank Ltd. 1,019,800 463,680.00
Reliance life insurance co. Itd. 2,336,770 1,189,250.00
Sanjen Jalbidhyut Co. Ltd. 1,500,000 780,000.00
Nepal SBI Bank Ltd. 1,528,520 1,057,495.80
Siddhartha Bank Ltd. 2,313,900 1,579,236.00
Standard Chartered Bank Ltd 600,137 435,930.00
Swarojgar Laghu Bitta Bikas Bank Ltd. 935,600.00 765,900.00
Sunrise Bank Ltd. - 207.00
Chhimek Laghubitta Bittiya Sanstha Ltd. - 297,000.00
ISJ:;a Kisan Bikas Laghubitta Bittiya sanstha i 257.730.00
Total 25,091,097 15,482,684

5.6 Prepayments & Other Advances

Particulars Ashad 32, 2079 | Ashad 31, 2078

Prepaid Expenses 959 124,124
Prepayments & Other Advances 959 124,124

6. Other Assets

Particulars Ashad 32, 2079 | Ashad 31, 2078
Other Assets 1,625,000 2,125,000
Less: Other Employee Expenses 500,000 500,000
Total 1,125,000 1,625,000

7. Share Capital

Financial instruments issued by the company are classified as equity only to the extent that
they do not meet the definition of financial liability or financial asset. The company’s

equity shares are classified as equity instruments.
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Ashad 32, 2079
Number Amount

Ashad 31, 2078
Number Amount

Particulars

Ordinary Shares of NPR 100
each

Authorized Share Capital 2,000,000 | 200,000,000 | 2,000,000 | 200,000,000

Subscribed Share Capital - - - -
Issued & Fully Paid of NPR 100
each

At the Beginning of the Year

Bonus Share Issues

Issues for Cash During the
Year

Total

2,000,000 | 200,000,000 | 2,000,000 | 200,000,000

200,000,000 200,000,000

All issued shares are fully paid and have equal rights to vote at general meetings and
receive dividends.

8. Other Reserves
General Reserve: As per Revised Mutual Fund Regulation 2067 implemented from
Falgunl, 2076, section 38 ka, every fund manager merchant banking company shall allocate
10% of Net Profit after Tax every year to a General Reserve fund for risk management and
maintenance of corporate financial stability. The company shall not distribute dividend from
the allocated amount to such reserve.

Corporate Social Responsibility (CSR) Fund: As per Revised Securities Businessperson
(Merchant Banker) Regulation, 2064 implemented from Falgun 1, 2076, Section 30 ka,
every merchant banking company shall form corporate social responsibility (CSR) Fund
and shall allocate 1% of Net Profit after Tax every year to a CSR Fund. The expenses in
related to CSR activities shall be done, charging to the Fund during the year.

Particulars Opening Addition Used Ashad 32, 2079
General Reserve-@ 10% 3,391,735 1,302,377 4,694,112
CSR Reserve-@ 1% 339,174 130,238 (100,000) 369,412
Total 3,730,909 | 1,432,615 (100,000) 5,063,524

. Retained Earnings
All accumulated profit less distribution is represented under retained earnings.

Particulars Ashad 32, 2079 Ashad 31, 2078

Balance at the beginning of the period 26,389,289 6,858,091
Previous Year Adjustment (347,922) -
Restated Balance 26,541,368 6,858,091
Profit for the period 13,023,774 22,506,965
Less: Dividend Distributions (20,000,000) -
Transfer to General Reserve & CSR (1,432,615) (2,475,766)
Total 18,132,526 26,889,289
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10. Financial Liabilities
A financial liability is any liability that is:
(a) a contractual obligation:
(1) to deliver cash or another financial asset from another entity; or
(i) to exchange financial assets or financial liabilities with another entity under
conditions that are potentially unfavorable to the entity; or
(b) a contract that will or may be settled in the entity's own equity instruments and is:
(1) a non-derivative for which the entity is or may be obliged to deliver a variable
number of the entity's own equity instruments; or
(i1) a derivative that will or may be settled other than by the exchange of a fixed
amount of cash or another financial asset for a fixed number of the entity's own
equity instruments.

A. Recognition of Financial Liabilities
A financial Liabilities is recognized when the entity become party to the contractual
provision of financial instruments

B. De- recognition of Financial Liabilities

A financial Liabilities is de-recognized when
(a) Contractual obligation to pay Cash flows extinguished or

(b) There is a substantial modification of term of contract or exchange of financial
liabilities with substantial different terms.

Gain/ (loss) on De- recognition of Financial Liabilities is recognized in profit or
loss.
C. Classification and Measurement of Financial Liabilities
Financial Liabilities at Amortized Cost
All financial liabilities is measured at amortized cost.

It is initially measured at Fair value plus transactions costs.

It is subsequently measured at amortized cost using effective interest method.

Interest Charges shall be calculated on Opening balance of amortized cost.

D. Reclassification of Financial liabilities
e No Financial liabilities shall be reclassified.

Presentation of Financial Instruments
A. Offsetting of Financial assets and Financial liabilities
Financial Assets & liabilities are offset in Statement of financial position if entity

e Has legally enforceable rights to set off the recognized amounts; &
e Intends either to settle on a net basis or simultaneous basis settlement of Financial
Assets & Financial Liabilities.

In case of Transfer that does not qualify for DE recognition, shall not offset transferred
assets & the associated liability

B. Interest Dividend, losses & gains

e Interest dividends, losses & gains relating to financial instrument or component that
is Financial Liabilities shall be recognized as expenses or income in Statement of

Profit or Loss.



qiffe yfddss 8ma 006¢/o6R

RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

e Distribution to holders of equity instruments shall be debited in equity (net of tax
benefit)
e Transaction cost (net of tax benefit) related to equity instrument is deducted from

equity

Financial Liabilities at Amortized Cost:
10.1 Trade & Other Payables:

Trade Liabilities include the current liabilities directly related to the operating income or
expenses. Trade payables are recognized initially at the transaction price and subsequently
measured at amortized cost using the effective interest method.

Particulars Ashad 32, 2079 Ashad 31, 2078
Commission Payable to RBB 2,118,057 2,861,770
CDS Fee Payable 2,025,524 1,681,770
SEBON Fee Payable 1,093,607 726,247
Other Trade Payable 832,362 5,664,479
Issue Collection Payables 14,007,782 12,784,888
Debenture Interest Payable 1,247,653 -
Dividend Payable-Samata Gharelu Lagubitta 10,114,229 1,426,544
Dividend Payable-Neco Insurance 7,796,442 8,179,291
Dividend Payable-Nerude 8,539,164 -
Dividend Payable NRIC 12,267,559 -
Dividend Payable NLG Insurance 115,475 -
Total 60,157,854 33,324,987

Issue collection payables includes amount of NPR 13,819,000/ collected from the issue of

10.25% Sanima Debenture 2089.

11. Employee Liabilities

Particulars Ashad 32, 2079 | Ashad 31, 2078
Defined Contribution Scheme
Gratuity Payable - -
Social Security fund Payable - -
Other Employee Expenses Payable
Staff Bonus Payable 1,604,227 1,631,440
Leave Payable 959,542 726,320
Other Payable 7,655 50,672
Total 2,571,425 2,408,431
Categorized as:
Due within 1 Year or less 2,571,425 2,408,431
Due after more than 1 Year - -
Total 2,571,425 2,408,431
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12. Other Liabilities:

Other liabilities of the company include payable balances on account of general and
administrative expenses.

Particulars Ashad 32, 2079 | Ashad 31, 2078
TDS Payable 490,881 585,473
Office Rent Payable 1,340,100 1,217,700
Lease Liability as per NFRS - 90,600
DP Fees Received in Advance 435,940 592,290
Audit Fee Payable 167,250 195,125
Annual Service Fee Payable 19,700 19,700
Payable to RBB 281,446 231,776
Unearned Income 884,427 107,309
Sundry Creditors: (Retention Money) - -
Advance Income (DP) - -
Branch Commission - -
Sundry Creditors 40,778 -
PMS Loss Provision 3,560,578 -
Total Other Liabilities 7,221,100 3,039,973

13. Provisions
The provisions for liabilities of uncertain timing or amount include those for onerous

leases, warranty claims, leasehold dilapidations and legal disputes. The provision is
measured at the best estimate of the expenditure required to settle the obligation at the
reporting date, discounted at a pre-tax rate reflecting current market assessments of the
time value of money and risks specific to the liability.

14. Revenue
Revenue is recognized on accrual basis and is measured at the fair value of the

consideration received or receivable. The management of the company determines the
amount of revenue based on the applicable service agreement. Fees and commission
arising from transactions are recognized on basis of completion of underlying transaction.
Accounting policies, estimates and judgements used by management for each item of
revenue is detailed below:

Issue Management Fee

Issue management fee is recognized based on completion of work for the issue of
securities and amount of certainty that is recoverable and is estimated to flow into the
company. Management determines that the volume of work is completed to the extent of
50% of total work at time of signing of agreement for issue management, hence
accordingly recognizes 50% of total fee as income from issue management immediately
after signing the contract which is generally nonrefundable. The rest of fee is recognized
as income when allotment of issue is completed.
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Collection Commission

Collection commission is recognized as revenue after allotment is completed. The ASBA
commission income is also included in collection commission revenue on completion of
process for allotment of [PO.

Underwriting Fee

Underwriting fee is recognized based on the recoverability of fee and non-refund ability of
fixed amount of fee. Management estimates that recoverability of fee can be reliably
measured at the date of issue.

RTS & RTA fee
RTS/RTA fee is recognized on accrual basis of service offered throughout the year.

Portfolio Management Fee

Entry load is recognized as revenue when agreement with client is signed. Performance
fee, annual fee and service fee is recognized as revenue when it is due.

Depository Participants (DP) Fee

Due to high uncertainty on receivable of DP income that will flow to the entity,
management estimates that the income recognized on realized income basis shall provide
reliable and more relevant information about the effects of transactions and conditions on
financial performance of the entity. DP income is recognized on realized basis on the rate
given in CDS Bylaws and the regulations issued by the SEBON.

Dividend Income

Dividend income is recognized when right to receive is established. Management
determines the right to receive is established when shareholders approve the resolution of
dividend distribution by the entity at general meeting of shareholders.

Interest income
Interest income is recognized in the statement of income when the certainty to receive the
income is established.

Other Income
Other incomes are recognized when it is probable that consideration associated with the
transaction will flow to the company and the amount of revenue can be measured reliably.

14.1 Interest Income
Particulars FY 2078/79 FY 2077/78
Interest Income on Fixed Deposit 17,441,371 12,776,772
Other Interest Income 2,018,647 7,748,180
Total 19,460,018 20,524,952
14.2 Fee, Commission & Other Income
Particulars FY 2078/79 | FY 2077/78
Investment Income, gain or losses
Income from Sale of Shares (137,355) 15,566,148
Fair Value gain/(losses) (13,849,039) (67,504)
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Dividend Income 90,446 803,993
Operating Income-Fees, Commission & Charges

Issue Management Fee 425,000 3,329,000
Demat Income 24,009,798 20,195,170
Share Registrar Charges & Fees 2,034,759 1,255,405
Share Underwriting Fees - 700,000
Portfolio Management Fees 81,818 11,213
Income from MF 19,462,904 -
Loss on PMS Account (2,093,421) -
Asba Commission 597,260 157,170
Other Income 154,169 770,723
Miscellaneous Income - 98.114
Total 30,776,338 42,819,431

15. Expenses

Apart from SEBON Fee and CDS Fee in regard to DP- AMC Fee collection that has
been booked on cash basis, all other expenses have been booked on accrual basis

15.1 Direct Expenses

Particulars FY 2078/79 FY 2077/78

CDSC & SEBON Expenses 7,260,902 4,983,515
License & Renewal Expenses 746,300 1,170,100
Loss on PMS Account 884,497
Total 8,007,202 7,038,111

15.2 Depreciation, Amortization & Impairment Losses

Particulars FY 2078/79 FY 2077/78

Depreciation Expenses for the Period 973,878 989,624
Impairment Losses for the Period - -
Amortization Expenses for the Period 408,796 220,330
Depreciation on Right to Use Asset 277,824 -
Total 1,660,489 1,209,954

15.3 Employee Expenses

15.3.1 Short Term Employee Benefits
Short term employee benefit obligations are measured on an undiscounted basis and are

expensed as the related service is provided. A liability is also recognized for the
amount expected to be paid under bonus required by the Bonus Act, 2030 to pay the
amount as a result of past service provided by the employee and the obligation can be
estimated reliably under short term employee benefits. The company provides bonus at

5% of Net profit before tax.

Short-term employee benefits include all the following items

e Wages and salaries
e Paid annual leave and sick leave
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e Profit-sharing and bonuses

Leave Benefits

Leave pay is provided to employee for not availing of Sick and home leave. Leave Pay
is accrued on the basis of not availed leave during the period and is calculated by using
the salary as on period end. The system of payment of unutilized leave has been
initiated from the month of Falgun, 2078 at the end of employment contract of
respective employee. Third Party Actuarial Valuation is not made because of the
limited number of staff, nature of industry, number of years of operation and the cost of
actuarial valuation exceeds the benefits to be received from such valuation. Leave

Benefit Expenses has been charged to Statement of Profit or loss.

Employee Expenses during the year:

Particulars FY 2078/79 | FY 2077/78
Short-Term Employee Expenses
Basic Salary & Allowances 9,452,515 8,212,056
Dashain Allowance 794,405 533,805
Cleaners Salary Expenses - -
Overtime Expenses 75,080 -
Outsource & Interns Expenses 95,500 100,500
Staff Uniform 150,000 170,000
Staff Insurance 205,334 89,650
Other Staff Expenses 1,049,062 1,021,250
Leave Expenses 318,431 426,457
Incentive Expenses 48,400 -
Post-employment Benefits-Defined Contribution
Gratuity Expenses 171,334 -
PF Contribution 205,683 -
Total Employee Expenses 12,565,744 10,553,717

Deferred Revenue Expenditure

Where the employee has been allowed vehicle facilities under Own Your Vehicle
Scheme (OY'VS) the amount spent for the purpose of financing vehicle is recognized as
other asset, as deferred employee expense. The title of the vehicle will be transferred to
the employee upon meeting the conditions stipulated in the contract with respective
employee and as per such scheme. The amortization of such cost shall be treated as
employee cost.

As per the contract of OYVS scheme the vehicle will be transferred in the name of
employee after the expiry of 4 years and payment of Five lakhs rupees by the employee
to the entity. The amount of Five lakhs rupees will be recognized as income at that
particular year.

Employee bonus expenses:

Employee bonus expenses have been provisioned on the basis of profit before staff
bonus and tax. For the purpose of calculation of bonus only the realized profit or loss on
investment has been considered.



qIffe wfdass sma 0¢/o6R

RBB MERCHANT BANKING LIMITED

Financial Year 2078/79

Staff Bonus Calculation FY 2078/79 FY 2077/78
Profit Before Bonus & Tax 19,839,735 34,192,731
Add: Unrealized Loss on share Investment 13,849,039 67,504
Total Income 33,688,774 34,260,235
Bonus (5%) 1,604,227 1,631,440

15.3.2 Retirement Benefits

Defined Contribution Plan

A defined contribution plan is a post-employment plan under which an entity pays
fixed contribution into a separate entity and will have no legal or constructive
obligation to pay further amounts. Obligations for contributions to defined
contribution plans are recognized as an employee benefit expense in the statement of
profit or loss in the periods during which services are rendered by employees.
Contributions to defined contribution plans are recognized as an expense in the
statement of profit or loss as incurred.

The entity has initiated the contribution of amount equal to 10% of the basic salary to
Employees Provident Fund from the month of Falgun, 2078. And equal amount has
been contributed by the employee themselves.

For the purpose of gratuity, the entity has initiated the contribution of amount equal to
8.33% of the basic salary to Employees Provident Fund from the month of Falgun,
2078.

Defined Benefit Plan

A defined benefit plan is a post-employment benefit plan other than a defined
contribution plan. Currently the company does not have permanent employees and all
the employees are on short-term contract basis therefore company does not have
defined benefit plan that result in long term retirement benefits.

15.4 Other Operating Expenses

Particulars FY 2078/79 FY 2077/78
Lease Rental Expenses 1,034,400 1,298,400
Business Promotion Expenses 295,762

Insurance Expenses 30,796 45,050
Communication 109,690 73,255
Consultancy Expenses - 95,200
AMC Expenses 270,581 196,025
Repair & Maintenance Expenses 248,867 214,308
Audit Fee 226,000 197,750
Audit Expenses 86,845 74,470
Guest Entertainment 149,807 266,026
Advertisement Expenses 89,905 96,417
Printing & Stationary 774,082 433,697
BOD Meeting Allowance 397,700 284,103
BOD Meeting Expenses 31,882 -
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Newspaper Expenses 22,551 17,273
Other Committee Meeting Allowance 214,000 234,000
Other Committee Meeting Expenses 19,530 16,244
Fuel Expenses 298,553 245,312
Drinking Water Expenses 363,569 48,691
Cleaning Expenses 439,939 304,374
Courier and Postage 10,680 260
Renewal Expenses 74,100 51,405
Bank Charges 3,874 4,714
AGM Allowances 14,000 3,900
AGM Expenses 81,089 31,990
DP Commission Expenses 2,146,200 2,955,350
Commission Expenses-Share Sales/Purchase 58,325 397,242
Consumable Capital Goods 42,374 61,271
Travelling Allowances & Expenses - 20,015
Interest Sharing Expenses - 2,078,702
Security Expenses 281,446 231,776
Other expense 51,250 17,048
Miscellaneous Expenses 7,248 26,001
Training & Development 60,229 -
Rating Expenses 61,208 314,705
Profit & Loss on Sale of Fixed Assets - 14,895
Total 8,163,176 10,349,869
Taxation

Income tax on the profit or loss for the year comprises current taxes and deferred taxes.
Income tax is recognized in the income statement except to the extent that it relates to
items recognized directly to equity. Current tax is the expected tax payable on the
taxable income for the year using tax rates at the balance sheet date and any adjustment
to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for
temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The amount of
deferred tax provided is based on the expected on realization or settlement of the
carrying amount of assets and liabilities using tax rates at the balance sheet date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilized. Deferred tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be
realized. Additional income taxes that arise from the distribution of dividends are
recognized at the same time as the liability to pay the related dividend.
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16.1 Current Tax Expenses/Income

Particulars FY 2078/79 FY 2077/78
Current Tax for the Year 9,690,722 9,480,810
Prior Years Income Taxes-Shortfall/(Excess) - 36,985
Expenses Charged to Profit or Loss 9,690,722 9,517,795
16.2 Current Tax Liability/(Assets)

Particulars Ashad 32, 2079 | Ashad 31, 2078
Balance at the beginning of the period - (1,658,672)
Charged during the Year 9,690,722 9,480,810
Under Charged Previous Years - 36,985
Total Current Tax Liabilities 9,690,722 7,859,123
Current Tax Assets

TDS Receivables (3,428,804) (4,019,314)
Advance income Tax (7,227,373) (3,500,000)
Current Tax Liabilities/(Assets) (965,455) 339,809

Current Tax Assets and current tax liability has been offset since payment is made on

net basis.

16.3 Deferred Tax Liability/(Assets)
Particulars Tax Base | Carrying | Temporary | Deferred

Amount | Differences | Tax @ 30%

Property, Plant & Equipment 4,189,872 | 4,923,176 733,304 219,991
Intangible Assets - -
Financial Assets Held for 25,001,007 | 15,482,684 | (9,608,413) |  (2,882,524)
Trading
Financial Assets Held for
Maturity 25,000,000 | 53 175000 | (1,825.000) (547,500)
Fair Value of Guaranteed
Portfolio Management i (3,560,578) (1,068,173)
Provision for leave 233,223 (233,223) (69,967)
Depreciation on put to use 277.824 (277.824) (83.347)
asset
Interest on Lease Liability 166,694 (166,694) (50,008)
Balance at Ashad 32, 2079 (Deferred tax liability/(asset) for the
year) (4,481,528)
Balance at Ashad 31, 2078 (Deferred tax asset up-to previous year) (2,540)
Deferred Tax Expenses/(Income) for Origination/Reversal of
Temporary Differences (4,478,988)
Recognized in Profit or Loss for the year ended Ashad 32, 2079 (4,478,988)
Recognized in Other Comprehensive Income for the year ended Ashad -
32,2079
Recognized in Equity for the year ended Ashad 32, 2079 5

Since there is no comprehensive income during the year, no transfer to other
comprehensive income is made during the year
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Risk Management

The company is exposed to various risks in nature of activities it carries. These risks
particularly include market risk and interest rate risk. The company's objective of
managing risk is for the protection and creation of shareholders and investors value. The
company's investment policy has established a risk management framework, which is the
continuous process of identification, measurement, monitoring and control of risks.

Market risk
Market risk is the risk that fair value or future cash flow of financial instrument will
change due to changes in market variables such as interest rates, equity prices. The
maximum risk resulting from financial instruments the company held equals their fair
value.
(a) Price risk
Price risk is the risk of unfavorable changes in fair value of instruments as a result of
changes in the level of equity indices and the value of individual instruments. The
company manages prices risk by investing in a variety of scripts in a particular sector
and diversifying investment in particular sector.

(b) Interest rate risk
Interest rate risk arises from the possibility of changes in interest rate which will affect
the future cash flow or fair value of financial instrument. The company makes
investment in fixed income securities and demand deposits in bank. The interest
income from such instruments will be affected by the changes in interest rate. The
company's demand deposit only is exposed to the interest rate risk.
Liquidity risk
Liquidity risk is the risk that the company may not be able to generate sufficient cash
resources to settle its obligation in full as they fall due or can only do so on terms that
are materially disadvantageous. The Entity monitors its risk of a shortage of funds
using a liquidity planning tool. The Entity’s objective is to maintain a balance fund to
settle its obligation in full as they fall due
Credit risk
Credit risk is the risk that a counterparty will not meet its obligations under a financial
Instrument or customer contract, leading to a financial loss. The Entity is exposed to
credit risk from its operating activities (primarily trade receivables) and from its
financing activities, including deposits with banks and financial institutions, foreign
exchange transactions and other financial instruments.

Related Party Transactions:
A person or entity is considered a related party if it
e controls or has significant influence to the Company
e is subsidiary, joint venture, associates or in which the Company can have significant
influence
e is member of key management personnel of the company or its parent

26
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Nature of Relationship and Name of Related Parties
The Entity is wholly controlled by Rastriya Banijya Bank Limited (RBBL) as it owns

100% of the company’s shares.

Name of Parties

Nature of Relationships

Rastriya Banijya Bank Limited

Parent of Reporting Entity

Major Key Related Parties: Key Management Personnel (Natural Person nominated

by Parent Company)
Name of Parties Nature of Relationship
Mr. Devendra Raman Khanal Chairman
Ms. Sarswati Adhikari Directors
Mr. Pawan Regmi Directors
Ms. Durga Kumari Kandel Directors

Mr. Keshav Prasad Lamsal

Independent Directors

Mr. Rajendra Prasad Dahal

Independent Directors

Mr. Badri Prasad Pyakurel

CEO

Related Parties listed above does not include close family members of Key Management
Personnel, controlling person and person with significant influence unless there is material

transaction with them.

Mr. Devendra Raman Khanal have been appointed as chairman in the place of Mr. Kabiraj
Adhikari and Ms. Durga Kumari Kandel have been appointed as director on 15/03/2079.
Apart from this, there isn't any other changes in the position of CEO, Directors and

Independent directors.

The following table provides the related party transaction with the parent company.

Particulars

FY 2078/79 | FY 2077/78

Transactions with Parent Entity

a) Income/Reimbursement
Fixed Deposit Interest Received
PMS Service Fee
RTS Service Fee
Other RTS Service Charge
Human Resource Expenses

b) Payable for Expenses
Office Lease Rental
Security Expenses
DP Commission
Server

¢) Other Balance with RBBL
Opening Payables
Opening Receivables
Closing Payables
Closing Receivables
RBBL Total FD Amount
Call & Current Account With RBBL

233,260 7,007,506

63,333 58,333
35,024 197,914
774,352 1,395,000

1,304,100 1,298,400

281,446 231,776
2,146,200 2,905,350
20,000 20,000
3,129,555 537,250
1,440,470 -

3,723,303 3,129,555

854,846 1,440,470
- | 10,000,000
7,733,855 | 15,384,861
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e Staffs from the company have been deputed in the parent company.

e Investment in Fixed Deposit of Rastriya Banijya Bank Limited carries an interest on
basis of term of deposit which has been measured using amortized cost method.

e All transactions with related party has been done on normal market terms &
conditions.

e Key management Personnel Compensation

The compensation paid or payable to Key Management Personnel
Particulars FY 2078/79 FY 2077/78
Directors Directors

Short-term Benefits
Meeting Allowances 397,700 248,200
Other Long-term Benefits -

CEO CEO
Salary 2,252,500 2,040,000
Festival Allowances 170,000 170,000
Other allowances and benefits 698,908
Non-Monetary Benefits 781,250 781,250
Insurance Facility 80,910 80,910

The amounts disclosed in the table are the amounts recognized as an expense during the
reporting period related to key management personnel.

Related party transactions with the RBB Mutual Fund I

The Company has been providing the service of fund management and mutual fund
depository for RBB Mutual Fund I. The company has charged NPR 17,173,151 as fund
management fee and NPR 2,289,753 as depositary fee from RBB Mutual Fund I.

Related party transactions with the RBB Retirement Fund:

The company has been providing Portfolio Management service to the RBB Retirement
Fund for the value of rupees Ten crores with guaranteed return of 9.05% as per the PMS
agreement. At the time of maturity of this portfolio, the deficit amount of rupees Twenty
lakhs ninety-three thousand four hundred and twenty-one has been paid from the company
fund. And then it has been renewed again.

The company has provided a provision of amount 35,60,578 on such outstanding related
party balances and has not recognized any expenses for bad or doubtful debts on such
balance. The company has not obtained any guarantee on such transactions.

19 Capital Management

For the purpose of the Entity’s capital management, capital includes issued capital,
convertible preference shares, share premium and all other equity reserves attributable to the
equity holders of the parent. The primary objective of the Entity’s capital management is to
maximize the shareholder value.

The Entity manages its capital structure and makes adjustments in light of changes in
economic conditions and the requirements of the financial covenants & regulatory factors.
To maintain or adjust the capital structure, the Entity may adjust the dividend payment to
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RBB MERCHANT BANKING LIMITED
Financial Year 2078/79

shareholders, return capital to shareholders or issue new shares. The Entity monitors capital
using a gearing ratio, which is ‘net debt’ divided by total capital plus net debt. However,
company has no any long-term and short-term debt in the current and previous periods

20 Contingencies
The Company has no contingent liabilities till current reporting period.

21 Prior Period Errors
There is no any prior period error adjustment except for tax adjustments.

22 Lease
Payments made under lease is recognized as per NFRS 16.
Company has renewed the lease agreement with Parent Entity for sharing of building Space
between company and its holding company (RBBL) on Baishak 1, 2079 which is to be
increase every 2 years by 10 %. Lease expenses have been recognized as per NFRS 16 for
three months during this current reporting period.
Lease agreement is for up to S years and is cancellable which consent by both parties.
which due notice of 6 months. There is Renewal Option in Lease agreement which will
be effected by the approval of both parties.

Date of rental agreement | Amount p.a PVF @ 12% Present Value
1/1/2079 1,440,000 0.89 1,285,714
1/1/2080 1,440,000 0.80 1,147,959
1/1/2081 1,584,000 0.71 1,127,460
1/1/2082 1,584,000 0.04 1,006,601
1/1/2083 1,742,400 0.57 988,685

Total 7,790,400 5,556,479
Less: Depreciation 277,824
Right to Use Asset 52,78,655
Details of Lease Liability

Particulars Amount
PV of Lease Liability 5,556,479
Less: write off 193,306
Balance as on Ashad, 32 2079 5,363,173

23 Proposed Dividend
For the Fiscal year 2078/79, the board has proposed 7.50% cash dividend including

the tax amount which is subject to approval from Annual General Meeting.

24 Commitments
(a) Capital commitments
There is no Capital commitment at the end of current reporting period.
(b) Lease Commitments — Entity as lessee
There is Lease Commitment for non-cancellable lease which is disclosed in Note No
22 related to Lease.
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RBB MERCHANT BANKING LIMITED

Financial Year 2078/79
25 Events after the end of the reporting date
There is no event after the end of period that requires the disclosures.

26 Segment Reporting
There are no identified operating segments
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INDEPENDENT AUDITOR'S REPORT TO

THE FUND MANAGER AND UNIT HOLDERS OF RBB MUTUAL FUND 1
Report on the Audit of the financial Statements

Opinion

We have audited the accompanying financial Statements of RBB Mutual Fund 1 ("the Scheme"), which Comprising
of the Statement of Financial position (SOFP) as Ashad 32" 2079 (corresponding to July 16, 2022), the statement
of profit or loss, Statement of Changes in Equity, the Statement of cash Flow for the Year ended, and a summary
of Significant Accounting Policies and other explanatory information.

In our opinion and to the best of our information and explanations given to us, the Financial statement of the
Scheme presents fairly, in all material respects, the financial position of the Scheme, as 32" Ashad 2079 (i.e. July
16, 2022) and its financial performance, the Changes in equity, cash flows for the Year then ended, and a
summary of Significant Accounting Policies and other explanatory information, in accordance with Nepal Financial
reporting Standards.

Basis for Opinion

We have conducted our audit in accordance with Nepal Standard on Auditing (NSA). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the financial statements
section of our report. We are independent of the Scheme in accordance with the institute of Chartered Accountant
of Nepal's Code of Ethics for professional accountants (ICAN Code) together with the ethical requirements that are
relevant to our audit of the financial statements in Nepal and we have fulfilled audit evidence, we have obtained
sufficient and appropriate to provide a basis for our audit opinion on the financial statements.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of the audit of the financial
statement as a whole, and we did not provide a separate opinion on these matters.

We have determined that there are not any key audit matters to communicate in our report.
Information Other than the Financial Statement and Auditors' Report Thereon

The Scheme's Management is responsible for the preparation of the other information. The other information
compromises the information included in the Management Report, the Board of Directors and Chairman's
Statement but does not include the financial statement and our and auditors' report thereon.

Our opinion on the financial statement does not cover the other information and we do not express any form of
assurances conclusion thereon.

In connection with our audit of the financial statement, our responsibility is to read the other information and in
doing so, consider whether the other information is materially inconsistent with the financial statement or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If based on the work, we have
performed, we conclude that there is a material misstated of the other information, we required to report that fact.
We have nothing to report in this regard.
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Responsibility of management and Those Charged with Governance for the Financial Statements

Managements is responsible for the preparation and presentation of the financial statements in accordance with
Nepal Financial Reporting Standards, and for such internal control as management determines is necessary to
enable the preparation of financial statement that are free from material misstatements, whether due to fraud to
error.

In preparing the financial statements, management is responsible for assessing the Scheme's ability to continue as
going concern, disclosing, as applicable matter related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the scheme or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Scheme's financial reporting process.
Auditors Responsibility for the Audit of the Financial Statements

Our objectives are obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is high level of assurance, but it is not a guarantee that an audit conduct in accordance
with Nepal Standards on Auditing will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in aggregate, they could reasonably be
expected to influences the economic decisions of users taken on basis of these financial statements.

As part of an audit in accordance with Nepal Standards on Auditing, we exercise professional judgment and
maintain professional scepticism throughout the audit. We also:

o Indentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, designed and performed audit procedures responsive to those risks, and obtained audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omission, misrepresentations, or the override of internal control.

s Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstance but not for the purpose of expressing an opinion of the effectiveness of
the Scheme's internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosure made by management.

e Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cause significant doubt on the Scheme's ability to continue as going concern. If we conclude that
material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statement or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However,
future events or conditions may cause the Scheme to cease to continue as a going concern.

o FEvaluate the overall presentation, structure, and content of the financial statements, including the
disclosers, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.
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We communicated with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statements that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

Report on Other legal and Regulatory Requirements
Based on our audit carried out on sampling basis, we further report that:

1. We have obtained all information and explanations, which, to the best of our knowledge and belief, were
considered necessary for the purpose of our audit;

2. Proper books of accounts of the scheme as required by law have been kept by the Scheme as far as
appears from our examinations of such books;

3. The statement of financial Position (SOFP) as Ashad 32" 2079 (corresponding to July 16, 2022), the
Statements of Profit or Loss, Statement of changes in equity, Statement of cash flow for the year then
ended and a summary of significant accounting policies and other explanatory information in accordance
with Nepal Financial Reporting Standard (NFRS), Securities Act 2063, Securities Board regulations 2064,
Mutual Fund Regulations 2067, Mutual Fund Guidelines 2069 and the same are in agreements with the
books of accounts maintained by the Scheme.

4. The business of the scheme has been conducted satisfactorily; and

5. To the best of our knowledge and accordance with expiations given to us and from our examination of the
book of accounts of the scheme, necessary for the purpose of our audit, we have not come across cases
where any office holders, representative or any employee of the Scheme has acted contrary to the
provision of law, or committed any misappropriation or caused loss or damage to the scheme deliberately.

(Proprietor)

Prasad & Associates

Chartered Accountant

Place: New Baneshwor-10, Kathmandu
Date: September 22, 2022

UDIN- 220925CA00839z3Dg4
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RBB Mutual Fund
(A Mutual Fund Registered by Rastriya Banijya Bank Limited)
RBB Mutual Fund 1 (RMF1)
(Fund Manager & Depository:RBB Merchant Banking Limited)
Statement of Financial Position

As at Ashad 32, 2079 (July 16, 2022)
Amount in NPR.

Particulars s CHEL 2522l
(July 16, 2022)
ASSETS
Current Assets
Cash & Cash Equivalents 1 362,974,051
Financial Assets Held At Fair Value Through Profit & Loss 2 460,568,976
Receivables 3 12,959,791
Financial Assets Measured at amortized Cost 4 187,500,000
Non Current Assets
Financial Assets Measured at Amortized Cost 5 102,500,000
Total Assets 1,126,502,818
CAPITAL AND LIABILITIES
Capital
Unit Capital 6 1,250,000,000
Reserves & Surplus 7 (128,243,542)
Total Capital 1,121,756,458
Liabilities
Financial Liabilities 8 4,746,360
Total Liabilities 4,746,360
Total Capital & Liabilities 1,126,502,818
NAYV Per Unit 8.974
Schedule 1 to 15 form integral part of financial statements
Devendra Raman Khanal Sarswati Adhikari Pawan Regmi
Chairman Director Director

Keshav Prasad Lamshal
Director Independent Director

Durga Kumari Kandel Rajendra Prasad Dahal

Independent Director

Badri Prasad Pyakurel

CEO
CA. Munna Prasad
Prasad & Associates
Auditor
Date:

Place: Kathmandu, Nepal
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RBB Mutual Fund
(A Mutual Fund Registered by Rastriya Banijya Bank Limited)
RBB Mutual Fund 1 (RMF1)
(Fund Manager & Depository:RBB Merchant Banking Limited)
Statement of Profit or Loss and Other Comprehensive Income

For the Reporting Period 7th Shrawan 2078 to 32nd Ashad 2079
Amount in NPR.

Particulars Note Ashad 32, 2079
No. (July 16, 2022)

1. Income
Interest Income From Financial Assets 9 30,822,931
Dividend Income 10 4,546,233
Income From Sale of Financial Assets Held for Trade 11 53,308,549
Unrealised Gain/(Loss) on Financial Assets Held for Trade 12 (190,801,203)
Total Operating Income (A) (102,123,489)
Fund Management, Depository & Supervisors Fee 13 20,424,903
Annual Regular Expenses 14 611,012
Pre-operating Expenses 15 5,084,138
Total Expenses (B) 26,120,052
Net Operating Income(A-B) (128,243,542)
Other Income (C) -
Net Profit/(Loss) for the Period(A-B+C) (128,243,542)

Schedule 1 to 15 form integral part of financial statements

Devendra Raman Khanal Sarswati Adhikari Pawan Regmi
Chairman Director Director

Durga Kumari Kandel Keshav Prasad Lamshal Rajendra Prasad Dahal
Director Independent Director Independent Director

Badri Prasad Pyakurel

CEO

CA. Munna Prasad
Prasad & Associates
Auditor
Date:
Place: Kathmandu, Nepal
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RBB Mutual Fund

(A Mutual Fund Registered by Rastriya Banijya Bank Limited)

RBB Mutual Fund 1 (RMF1)

(Fund Manager & Depository:RBB Merchant Banking Limited)

Statement of Cash Flow

For the Reporting Period 7th Shrawan 2078 to 32nd Ashad 2079

Amounts in NPR.

Particulars

Ashad 32, 2079
(July 16, 2022)

Cash Flows From Operating Activities

Net Income for the year

(128,243,542)

Increase / Decrease in Investments

(651,370,178)

Increase / Decrease in Current Liabilities 4,746,360
Increase / Decrease in Unrealised Gain on Financial Assets Held for Trade 190,801,203
Increase / Decrease in Receivables (12,959,791)
Increase / Decrease in Deposits (187,500,000)
Net Cash Flows from Operating Activities (A) (784,525,949)

Cash Flow from Investing Activities

Increase / Decrease in Financial Assets Held for Maturity

(102,500,000)

Net Cash Flows From Investing Activities (B)

(102,500,000)

Cash Flow From Financing Activities

Issue Of Unit Capital 1,250,000,000
Net Cash Flows from Financing Activities (C ) 1,250,000,000
Net Increase in Cash and Cash Equivalents (A+B+C) 362,974,051

Cash and Cash Equivalents at the beginning of the period =
Cash and Cash Equivalents at the end 362,974,051
Schedule 1 to 15 form integral part of financial statements

Devendra Raman Khanal Sarswati Adhikari Pawan Regmi
Chairman Director Director

Durga Kumari Kandel Keshav Prasad Lamshal
Director Independent Director

Rajendra Prasad Dah
Independent Directo

Badri Prasad Pyakurel

CEO
CA. Munna Prasad
Prasad & Associates
Auditor
Date:

Place: Kathmandu, Nepal
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RBB Mutual Fund
(A Mutual Fund Registered by Rastriya Banijya Bank Limited)
RBB Mutual Fund 1 (RMF1)
(Fund Manager & Depository:RBB Merchant Banking Limited)
Statement Of Changes In Equity
For the Reporting Period 7th Shrawan 2078 to 32nd Ashad 2079

Total
Particulars Capital Reserves Profit/(Loss) Shareholder's
for the Year
Funds
Balance as on Ashad 14, 2078 - - - -
Issue of Unit Capital 1,250,000,000 - - 1,250,000,000
Profit/(Loss) for the Period - - (128,243,542) (128,243,542)
Transfer to Reserve - -
Dividend Paid - - -
Balance as of Ashad 32, 2079 1,250,000,000 - (128,243,542) 1,121,756,458
Schedule 1 to 15 form integral part of financial statements
Devendra Raman Khanal Sarswati Adhikari Pawan Regmi
Chairman Director Director
Durga Kumari Kandel Keshav Prasad Lamshal Rajendra Prasad Dahal
Director Independent Director Independent Director

Badri Prasad Pyakurel
CEO
CA. Munna Prasad
Prasad & Associates
Auditor
Date:

Place: Kathmandu, Nepal
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1. Cash & Cash Equivalents

Particulars

Ashad 32, 2079
(July 16, 2022)

Balance With Banks

Rastriya Banijya Bank Limited 343,964,785
Prime Commercial Bank Limited 2,856,643
NMB Bank Limited 6,801,364
Muktinath Development Bank Limited 6,947,601
Lumbini Development Bank Limited 2,403,658
Cash in hand -
Total 362,974,051

2.Financial Assets Held For Trade

Particulars Ashad 32, 2079

(July 16, 2022)
Listed Equities 437,911,390
IPO & Unlisted Equities 22,657,586
Total 460,568,976

3. Receivables

Particulars SLEL ISP 207k

(July 16, 2022)
Interest Receivables 3,041,826
Dividend Receivables 80,176
Other Receivables 9,837,790
Total 12,959,791

4. Financial Assets Measured at Amortized Cost

Particulars

Ashad 32, 2079
(July 16, 2022)

Fixed Deposit held at Rastriya Banijya Bank 20,000,000
Fixed Deposit held at Prime commercial Bank 37,500,000
Fixed Deposit held at Kumari Bank 50,000,000
Fixed Deposit held at Muktinath Development bank 30,000,000
Fixed Deposit held at Lumbini Development Bank 30,000,000
Fixed Deposit held at ShangrilLa Development bank 20,000,000

Total 187,500,000

S.Financial Assets Measured at Amortized Cost

Particulars Ashad 32, 2079

(July 16, 2022)
Unlisted Debentures 67,500,000
Listed Debentures 35,000,000
Total 102,500,000

6. Unit Capital
) Ashad 32, 2079
Particulars

(July 16, 2022)

Unit Capital Account
Unit Seed Capital Account-Rastriya Banijya Bank Limited

1,062,500,000

162,500,000
Unit Seed Capital Account-RBB Merchant Banking Limited 25,000,000
Total 1,250,000,000




qIffe wfdass sma 0¢/o6R

7. Reserves & Surplus

Ashad 32, 2079

Particulars (July 16, 2022)
Opening Reserve -
Current Year Profit (128,243,542)
Dividend Paid -
Prior Period Adjustment -
Total (128,243,542)
8. Financial Liabilities
. Ashad 32, 2079
Particulars

(July 16, 2022)

TDS Payable 8,556
VAT Payable 529
Fund Management Fee payable 4,086,519
Depository Fee Payable 544,869
Supervisors Fee Payabale -
Provision For Expenses 98,086
SEBON Fee Payable 7,800
Total 4,746,360

9. Interest Income From Financial Assets

Particulars

Ashad 32, 2079
(July 16, 2022)

Bank Interest Income Realised 27,781,106
Bank Interest Income Unrealised 3,041,825
Total 30,822,931
10. Dividend Income

Particulars o LRI 20 217

(July 16, 2022)
Dividend Income Realised 4,466,057
Dividend Income Unrealised 80,176
Total 4,546,233

11. Income From Sale of Financial Assets Held for Trade

Ashad 32, 2079

Particulars uly 16, 2022)
Capital Gain 53,308,614
Capital Loss (65)
Total 53,308,549

12. Unrealised Gain/(Loss) on Financial Assets Held for Trade

Particulars

Ashad 32, 2079
(July 16, 2022)

Market Valuation
Cost Amount
Total Unrealised Gain/Loss

563,068,976
753,870,178
(190,801,203)

Total Unrealised Gain/Loss For the Year

(190,801,203)
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13. Fund Management, Depository & Supervisors Fee

Particulars Rl s AU
(July 16, 2022)
Fund Management Fee 17,173,149
Depository Fee 2,289,753
Fund Supervisor Fee 962,000
Total 20,424,903
14. Annual Regular Expenses
Particulars Ashad 32, 2079
(July 16, 2022)
Annual Listing Fee 200,000
Audit Fee 100,000
Publication Expenses 103,593
Application Fee 20,000
Bank Charges 563
Other Expenses 4,056
Other Listing expenses 115,000
Software Expenses 67,800
Total 611,012
15. Pre-operating Expenses
Particulars Ashad 32, 2079
(July 16, 2022)
Registration Expeses 1,045,000
Listing Application expenses 150,000
Issue Management Expenses 2,538,576
Advertisement 820,745
C-ASBA Fee 20,000
IPO Issue Expenses 509,817
Total 5,084,138
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Significant Accounting Policies and Notes to the Financial Statements for the Year
Ended 32" Ashad 2079

A. Background

RBB Mutual Fund 1(The Scheme) under RBB Mutual Fund (The Fund) is registered under Mutual Fund Regulations,
2067 as a closed-end scheme. The Fund has taken Scheme operation approval from the Securities Board of Nepal
(SEBON) on 2078-03-10. The fund issued application from 2078-03-23 and the allotment was made on 2078-04-07.
Fund sponsor of RBB Mutual Fund 1 is Rastriya Banijya Bank Limited. RBB Merchant Banking Limited, a
subsidiary of Rastriya Banijya Bank Limited, duly licensed by SEBON has been appointed as the Fund Manager of
the Scheme by the Sponsor after obtaining due approval from SEBON. Further, the Fund Manager is also providing
Depository services to the unit holders of the Scheme in line with the prevailing regulations on Mutual Fund.

The Fund Sponsor on obtaining due approval from SEBON on dated 2077-09-13 confirmed the appointment of the
following five distinguished personalities as the Fund Supervisors of the Fund.

S.N Name Remarks Current Supervisors

1. | Prof.Dr. Dilli Raj Sharma Prof. Dr. Dilli Raj Sharma
2. | CA. Prakash Jung Thapa Resigned on 14-09-2078 | CA. Madhu Bir Pandey

3. | Mr. Janak Bahadur Adhikai | Terminated by death Dr. Khom Raj Kharel

4. | Mr. Durga Raj Regmi Mr. Durga Raj Regmi

5. | SA. Sanu Raju Pokharel SA. Sanu Raju Pokharel

Out of the above initial supervisors Mr. Janak Bahadur Adhikari discontinued his service due to death on 2077-10-05,
the fund sponsor has appointed Dr. Khom Raj Kharel in his place later on CA Prakash Jung Thapa resigned on 14-09-
2078 from the supervisor and in his place the fund sponsor has appointed CA Madhu Bir Pandey on 2079-04-15 and
same has been forwarded to SEBON for approval on 2079-04-29.

B. Significant Accounting Policies

L. Statement of compliance

The Financial Statements have been prepared in compliance with Securities Act, 2063, Mutual Fund Regulations,
2067, Mutual Fund Guidelines, 2069 and in accordance with Nepal Financial Reporting Standards (NFRS) to the
extent applicable as issued by Accounting Standards Board (ASB), Nepal on 13th September 2013.

II. Basis of preparation

The Financial Statements of this Scheme has been prepared on an accrual basis. Since, this is closed- end scheme
which matures on 2085-04-06, the fund also follows going concern principle until it’s maturity. The fund while
complying with the reporting standards makes critical accounting judgement as having potentially material impact
on financial statements.

I11. Valuation and Measurement of Financial Assets & Liabilities.

Financial Assets: Financial assets includes Cash and Cash equivalents, Assets Held for Trade, Assets Held for
Maturity, Fixed Deposits and Receivables. These assets are de-recognized when the contractual right to receive
cash or any financial assets has expired or all risks and rewards of ownership are transferred or there is transfer
of control of the assets.

Financial Liabilities: Financial liabilities include Expenses Payable and Duties & Taxes. These liabilities are
de-recognized when the liabilities are discharged.

The financial statements are prepared on the basis of fair value measurement of assets and liabilities.
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NFRS 13: Fair Value Measurement This NFRS defines fair value as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date.

Assets and liabilities carried at fair value have been classified into three level of fair value hierarchy according to
the methods used in valuation.

Level 1 Inputs: Level 1 inputs are quoted price (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date. Listed Equity Shares, Bonus Shares, and Right Shares are classified
as level 1 input.

Level 2 Inputs: Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for
the assets or liability, either directly or indirectly. Listed equities but not traded for last 30 days is valued using
average of various valuation methodologies (Earning valuation, Discounted cash flow, Dividend discount model,
price to earning valuation, price to book, price to operating profit, EBTTDA multiple, Market price model) defined
by Research Department and bonds & debentures are valued at investment cost.

Level 3 Inputs: Level 3 inputs are unobservable inputs for the asset or liability. Any adjustment to a Level 2 input
that is significant to the entire measurement might result in a fair value measurement categorized within Level 3

of the fair value hierarchy if the adjustment uses significant unobservable inputs.

Valuation of Bonus Shares

In case of bonus shares, the eligible bonus shares of the company are included in NAV calculation as unlisted
shares immediately after getting approval from Annual General Meeting (AGM). The valuation of the company
until it gets listed in NEPSE is valued at closing price established at the last trading day of the week/month.

Valuation of Initial Public Offering (IPO)

As per Mutual Fund Guideline, 2069, Clause 22, Sub-clause 1 (Ka), investments of Mutual fund schemes in
securities registered at SEBON but not listed in the regulated stock exchange shall be valued based upon average
of earning’s capitalization model and book value.

Valuation of Bond/Debentures Held to Maturity

The scheme values bond/debentures held for maturity by calculating the cost price of bond/debenture.

Iv. Reporting Dates

Gregorian Calendar Date /
Particulars Nepalese Calendar Date / Period Period
Reporting Period 7 Shrawan 2078 - 32 Ashad 2079 22 July 2021 - 16 July 2022
Reporting SFP* Date 32 Ashad 2079 16-Jul-22

*SFP= Statement of Financial Position
1. Cash and Cash Equivalent

Cash and Cash Equivalent presented in Statement of financial position and cash flow statement represents the
cash at banking and financial institution and cash in hand.
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2 Financial Asset Held for trade

Financial Instruments measured at Fair value through profit or loss

Financial instruments are classified at fair value through profit or loss where they are trading securities or where
they are designated at fair value through profit or loss by management.

The trading security is equity shares (listed/unlisted) acquired for the purpose of selling in certain period of time
frame as per the favorable or unfavorable circumstances in the market, generally in the best interest of the fund
provider. Gains and losses arising from changes in their fair value of the trading securities are recognized in
Statement of Profit or Loss.

L. Outstanding Investment in Listed Equities as on Ashad 2079

Per Unit Market

price As on Market Value As

Ashad End 2079 | on Ashad End
S.No | Name Unit (NPR) 2079 (NPR)
1 Siddhartha Bank Limited 107,395 303.00 32,540,685.00
2 Sanima Bank Limited 60,255 276.00 16,630,380.00
3 Prabhu Bank Limited 61,532 207.00 12,737,124.00
4 Nirdhan Utthan Laghubitta Bittiya Sanstha Limited 18,026 1,099.00 19,810,574.00
5 NMB Bank Limited 76,051 261.00 19,849,311.00
6 Nepal Bank Limited 34,200 298.00 10,191,600.00
7 Global IME Bank Limited 85,615 302.32 25,883,126.80
8 Chhimek Laghubitta Bikas Bank Limited 22,387 1,100.00 24,625,700.00
9 Sana Kisan Bikas Bank Ltd 12,748 1,065.00 13,576,620.00
10 Nepal Life Insurance Co. Ltd. 16,872 747.00 12,603,384.00
11 Neco Insurance Co. Ltd. 22,485 694.00 15,604,590.00
12 Muktinath Bikas Bank Ltd. 37,869 439.90 16,658,573.10
13 Prime Commercial Bank Ltd. 36,212 265.00 9,596,180.00
14 Machhapuchhre Bank Limited 54,286 254.00 13,788,644.00
15 Upper Tamakoshi Hydropower Ltd 12,514 542.00 6,782,588.00
16 Swarojgar Laghu Bitta Bikas Bank Ltd. 11,527 851.00 9,809,477.00
17 Reliance Life Insurance Limited 24,000 335.00 8,040,000.00
18 National Life Insurance Co. Ltd. 27,009 577.00 15,584,193.00
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19 Garima Bikas Bank Limited 37,030 387.00 14,330,610.00
20 Chilime Hydropower Company Limited 24,040 408.00 9,808,320.00
21 Sagarmatha Insurance Co. Ltd. 9,718 870.00 8,454,660.00
22 Life Insurance Co. Nepal 7,862 1,415.00 11,124,730.00
23 Global IME Laghubitta Bittiya Sanstha Ltd. 1,420 1,299.00 1,844,580.00
24 Shivam Cements Ltd. 15,161 760.00 11,522,360.00
25 Nepal Reinsurance Company Limited 8,685 735.00 6,383,475.00
26 Shikhar Insurance Co. Ltd. 10,886 807.00 8,785,002.00
27 Siddhartha Investment Growth Scheme - 2 1,000,000 9.79 9,790,000.00
28 Sanima Life Insurance Limited 21,429 345.90 7,412,291.10
29 NIC Asia Laghubitta Bittiya Sanstha Limited 8,500 859.90 7,309,150.00
30 Sahas Urja Hydropwer Company Limited 18,600 460.00 8,556,000.00
31 Mega Bank Nepal Ltd. 36,190 260.53 9,428,580.70
32 Sanjen Jalavidhyut Company Ltd. 5,247 260.00 1,364,220.00
33 Agriculture Development Bank Limited 25,079 331.00 8,301,149.00
34 Prabhu Select Fund 113,720 9.61 1,092,849.20
35 Mega Mutual Fund 1 134,030 7.99 1,070,899.70
36 Citizen Bank International Limited 37,990 202.50 7,692,975.00
37 Prime Life Insurance Company Limited 8,193 615.07 5,039,268.51
38 NIC Asia Bank Ltd. 3,260 696.00 2,268,960.00
39 NESDO Samrbidha Laghubitta Bittiya Sanstha Limited 2,763 2,280.00 6,299,640.00
40 Balephi Hydropower Limited 6,093 239.70 1,460,492.10
41 CYC Nepal Laghubitta Bittiya Sanstha Limited 1,318 1,698.20 2,238,227.60
42 River Falls Hydro Limited 9,100 222.00 2,020,200.00
Total Market Value Of Listed Equities 437,911,389.81
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I1. Outstanding Investment in IPO& Unlisted Equities as on Ashad 2079

Per Unit Value
As on Ashad Value As on Ashad

S.No | Name Unit End 2079 (NPR) | End 2079 (NPR)

1 Swarojgar Laghu Bitta Bikas Bank Ltd. 1 851.00 851.00

2 Global IME Laghubitta Bittiya Sanstha Ltd. 1 1,299.00 1,299.00

3 Prime Commercial Bank Ltd. 1 265.00 265.00

4 Chhimek Laghubitta Bikas Bank Limited 1 1,100.00 1,100.00

5 Sana Kisan Bikas Bank Ltd 1 1,065.00 1,065.00

6 National Life Insurance Co. Ltd. 1 577.00 577.00

7 Garima Bikas Bank Limited 4416 387.00 1,708,992.00

8 Sagarmatha Insurance Co. Ltd. 1,944 870.00 1,691,280.00

9 Sanima Life Insurance Limited 900 345.90 311,310.00

10 | Bindabasini Hydropower Limited 5,000 140.92 704,600.00

11 Aadarsha Laghubitta Bittiya Sanstha Limited 223 170.66 38,057.18

12 | Himalayan Hydro Limited 6,561 70.55 462,878.55

13 Kumari Dhanabriddhi Yojana 1,000,000 10.00 10,000,000.00

14 | NIC Asia Flexi Cap Fund 500,000 10.00 5,000,000.00

Upper Hewakhola Hydropower Company

15 | Limited 5,000 95.39 476,950.00

16 Swet Ganga Hydropower Limited 7,965 86.65 690,167.25

17 | Rapti Hydro and General Construction Limitd 8,451 75.93 641,684.43

18 | Upper Solu Hydropower Limited 6,525 98.24 641,016.00

19 | Mandakini Hydropower Limited 3,920 72.83 285,493.60

Total Value Of IPO & Unlisted Equities 22,657,586.01

3. Receivables

Receivables are those financial assets with fixed or determinable payment that are not quoted in an active market and
it is expected that substantially all of the initial investment will be recovered, other than because of impairment.
Receivables comprise interest receivables, dividend receivables, and other receivables. Receivables are initially
recognized when cash is advanced to the borrowers at fair value. Receivables are derecognized when the right to
receive cash flows from the assets has expired or where substantially all risks and rewards of ownership have been
transferred.
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4. Financial Assets Measured at Amortized Cost

Fixed Deposits and debentures are non-derivative financial assets with fixed or determinable payment. It is expected
that substantially all of the initial investment will be recovered, other than because of credit deterioration. Fixed
deposits and debentures are initially recognized when cash is advanced to the borrowers at fair value. Fixed deposits
and debentures are debt instruments and are measured at Amortized Cost Method as it meets two tests that are business
model test and the cash flow test.

l. Business Model Test. This test is met where the purpose is to hold the asset to collect the
contractual cash flows (rather than to sell it prior to maturity to realize its fair value
changes).

Il Cash Flow Test. This test will be met when the contractual terms of the asset give rise on
specific dates to cash flows that are solely receipts of either the principal or interest.

Outstanding Investment in Debentures as on Ashad 2079

Value As on
Per Unit Value As on Ashad End
S.No Name Unit Ashad End 2079 (NPR) | 2079 (NPR)
1 10% Prime Debenture 2088 65,000 1,000.00 65,000,000.00
2 10.25% Sanima Debenture 2089 2,500 1,000.00 2,500,000.00
3 8.75% Muktinath Debenture 2084-85 5,000 1,000.00 5,000,000.00
4 10.25% Civil Bank Debenture 2088 30,000 1,000.00 30,000,000.00
Total Value Of Debentures 10,25,00,000.00
5. Fund Capital
The capital of the Scheme comprises of the following:
Holder Status No of Units Holding Amount @10 Each | Holding %
Rastriya Banijya Bank
Limited Fund Sponsor 1,62,50,000 16,25,00,000 13%
RBB Merchant Banking Fund
Limited Manager/Depository 25,00,000 2,50,00,000 2%
General Public - 10,62,50,000 1,06,25,00,000 85%
Total | 12,50,00,000 1,25,00,00,000 100%

The scheme has issued and allotted its seed capital on 2078-03-14 before the public issue.

6. Reserve & Surplus
Reserve & surplus are the cumulative net earnings or profit after accounting for dividends and are sometimes referred
to as the earnings surplus. It is recorded under unitholders' equity on the balance sheet.

7. Financial Liabilities
Financial Liabilities are measured at fair value. Financial liabilities are de-recognized when the liabilities are
discharged. A financial liability is written off when the obligation is discharged, cancelled or expires.

8. Interest Income from Financial Assets
Interest Income on fixed deposits, call deposits and bonds and debentures are recognized on accrual basis in income
statement.
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9. Dividend Income
Dividend income on Financial Assets held for trade is recognized, as and when, the right to receive is established.

10. Income from Sale of Financial Asset Held for Trade

Investments in securities transactions are accounted for trade date basis. The Scheme uses the weighted average cost
method for determining the capital gain or loss on sale of investment. The cost of investments includes brokerage
charges, central depository services (CDS) related charges, SEBON commission and name transfer fees. Gain/(Loss)
on sale of financial assets held for trade is recorded in the income statement.

11. Unrealized Gain/(Loss) on Financial Asset Held for Trade

Investments in securities transactions are accounted for trade date basis. The Scheme uses the weighted average cost
method for determining the capital gain or loss on sale of investment. The cost of investments includes brokerage
charges, central depository services (CDS) related charges, SEBON commission and name transfer fees. Changes in
fair value of financial assets is recorded as unrealized gain/ (loss) in the income statement.

12. Fund Management, Depository & Supervisor Fee
All expenses are recorded on accrual basis in the income statement. Following fees are incurred by the Scheme.

I Fund Management fees: 1.5% of the NAV
l. Fund Supervisor Fees: Maximum of 0.13% of NAV and per meeting per supervisor fee is NRP 13,000
. Depository Fees: 0.2% of NAV

V. Impairment on Financial Assets measured using amortization cost method is presented in income
statement.
NAV (Net Asset Value) for this purpose is computed quarterly on the basis of average of weekly NAV for
the period.

During the reporting period, the fund (RMF1) has paid RS 9,62,0000/- as fund supervisor fee.

13.Annual Operating Expenses
All Expenses are recorded on accrual basis in the Income Statement.

C. Risk Management

Mutual Fund schemes are exposed to various risks including credit, market and liquidity risk the fund has adopted
certain policies and procedures for eliminating and mitigating certain risks that are unfavorable to the investors and
the organization and also acting promptly in order to grab the best possible opportunities available in the market.

1.Market Risk

a) Price Risk
The Fund is exposed to equity securities price risk. This arises from investments held by the Fund for which prices
in the future are uncertain, Paragraph below sets out how this component of price risk is managed and measured.
Investments are classified in the statement of financial position as at fair value through profit or loss. All securities

investments present a risk of loss of capital. The maximum risk resulting from financial instruments is determined by
the fair value of the financial instruments.

The Fund's policy is to manage price risk through diversification and selection of securities and other financial
instruments within specified limits set by the management company.

All of the Fund's equity investments in companies are listed in NEPSE. The Fund's policy requires that the overall
market position is monitored on a daily basis by the Fund Management Company.

b) Foreign Exchange Rate Risk
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The Fund is not exposed to fluctuations in exchange rates as all investments and transactions of the fund are made in
investments denominated in NPR.

2.Liquidity Risk

Liquidity risks arise from the inability to sell the securities invested at the desired time at desired price. Liquidity risks
arise due to inadequate market depth and lack of mature market for the security.

The fund’s listed securities are considered readily realizable, as all are listed on the Nepal stock Exchange(NEPSE).
In case of investments with limited demand depth the investments made in the secondary market can be pledged with
financial institutions as collateral for loan.

3. Credit Risk

The Fund is exposed to credit risk, which is the risk that one party to a financial instrument will cause a financial loss
for the other party by failing to discharge an obligation. The main concentration to which the Fund is exposed arises
from the Fund's investments in debt securities.

Investments in debt securities are done after adequate review, risk-return appraisal, and analysis of the
macroeconomic variables. The fund manager RBB Merchant banking Limited has an independent research arm which
provides insights upon the overall market for schemes to make a scheme-specific investment decision within a
predefined framework. In addition, continuous review and monitoring of the interest rates, market returns and financial
profile of invested companies is done on a continuous basis to avoid any unexpected surprises.

4. Operational Risk

Operational risk is defined as the potential for loss resulting from inadequate or failed internal processes, people, and
systems or from the impact of external events, including legal risks. We seek to minimize our exposure to operational
risks, subject to cost trade-offs. Operational risk exposures are managed through a consistent set of management
processes that drive risk identification, assessment, control, and monitoring. The fund manager has adopted risk
management practice that defines how risks are managed and how the risk management policies are assured and how
governance is exercised as well as the key roles required to manage the underlying process.

5.Legal & Regulatory Risk

The Income Tax Act, 2058 has not specifically envisaged corporate tax liability on Mutual Fund Scheme Finance
Ordinance, 2071 amended the Income Tax Act, 2058 removing the requirement of withholding tax on interest,
dividend income and gain on disposal of investments of Scheme. Accordingly, Mutual Fund Scheme is not considered
as taxable entity and thus exempted from corporate tax and Tax deductible at source (TDS) on any of its income.

D. Net Asset Value (NAYV) per unit

The Fund Manager calculates the NAV per unit of the Scheme by deducting the Schemes expenses over market value
of the total investment plus investment income divided by number of units on a weekly basis in accordance with the
prevailing regulations/guidelines on mutual funds and publishes the same on its official website:
http://www.rbbmbl.com.np. The said information is also shared with the Board members of the Fund Manager & the
Fund Supervisors. Further, the NAV per unit calculated on a monthly basis is published on a national daily newspaper
and uploaded on the website of the Fund Manager with prior notification of the same forwarded to the Fund
Supervisors & SEBON in writing.

Formula to calculate NAV of RMF1 is:

Net Asset Value(NAV) = [(Investment Value+ Return+QOther Income)-Deferred and other Expenses]/Total no.
of Units
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E. Reporting

The Fund Manager has been reporting its Fund Management Activities to its Board and the Fund Supervisor on regular
basis while the statutory reports are also submitted in compliance with the prevailing regulations/guidelines on mutual
funds.

F. Related Party Transactions

The following are Related Parties:
(As identified by the management and relied upon by the auditors)
a) Fund Sponsor: Rastriya Banijya Bank Limited
b) Fund Manager and Depository: RBB Merchant Banking Limited.
¢) Fund Sponsor i.e. Rastriya Banijya Bank Limited and Fund Manager and Depository i.c. RBB Merchant
Banking Limited has invested 13% and 2% of the total initial size of the scheme respectively as seed
capital.

The Scheme has entered into transactions with related parties which are required to be disclosed in accordance with
Accounting Standard - on 'Related Party Disclosures'

The Scheme has a bank balance of NPR 34,39,64,785.45 and Fixed Deposit of NPR 2,00,00,000 with Rastriya Banijya
Bank Ltd. as on Ashad end 2079.

The fund management and depository fees paid/payable to Fund Manager and Depository i.e. RBB Merchant Banking
Limited as on Ashad 31, 2079 is as follows:

Fund

Management Fee
Period (In NPR) Depository Fee (In NPR) Total Amount (In NPR) Status
1st Quarter 43,99,619.31 586,615.91 4,986,235.22 Paid
2nd Quarter 43,11,665.12 574,888.68 4,886,553.81 Paid
3rd Quarter 4,375,347.94 583,379.73 4,958,727.67 Paid
4th Quarter 4,086,517.00 544,869.00 4,631,386.00 Payable
Total 17,173,149.38 2,289,753.32 19,462,902.69

G. Sector wise investment concentration

Summary on concentration of investment in different sectors are calculated based on the value of securities as per
valuation policy of the Fund is given below:

Sector Sector
Sectors Market Valuation | Exposure Cost Amount Exposure
Commercial Bank 168,908,980.50 30.00% 254,784,155.89 33.80%
Development Bank 32,698,175.10 5.81% 41,386,572.22 5.49%
Hotel and Tourism - 0.00% - 0.00%
Hydro Power 33,894,609.93 6.02% 34,382,489.98 4.56%
Life Insurance 60,115,753.61 10.68% 96,563,972.72 12.81%




qiffe yfddss 8ma 006¢/o6R

Non- Life Insurance 34,535,532.00 6.13% 58,317,572.93 7.74%
Microfinance 85,556,340.78 15.19% 101,582,250.17 13.47%
Mutual Fund 26,953,748.90 4.79% 32,982,616.22 4.38%
Manufacturing and

Processing 11,522,360.00 2.05% 20,396,910.30 2.71%
Others 6,383,475.00 1.13% 10,973,637.95 1.46%
Corporate Debentures 102,500,000.00 18.20% 102,500,000.00 13.60%
Total 563,068,975.82 100% 753,870,178.38 100%

H. Contingent Liability

There are no contingent liabilities in respect of underwriting commitments, uncalled liability
on partly paid shares and other commitments.
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