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Citizen Life Insurance Company Limited
Statement of Financial Position
As at Ashad 32, 2075

Particulars

Assets

Property Plant and Equipment

Intangible assets

Deferred Tax Asset

Financial invetsment at amortized cost

Financial investment at fair value through Comprehensive Income
Other Financial Assets

Other non financial Assets

Cash and cash Equivalent

Total Assets

Equity & Liabilities

Equity:

Share capital
Catastrophic reserves
Retained Earning
Other Reserve

Total Equity

Liabilities:

Insurance contract liabilities
Financial Liabilities
Insurance Payables

Other Liabilities

Current tax Liabilities
Provision

Total Liabilities

Total Liabilities and Equity

Restated Restated
Notes FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs Rs
1 65,949,186 - -
2 3,889,084 - -
3 1,410,958 - -
4 2,008,150,877 1,120,000,000 -
5 41,015,156 - -
6 19,630,289 374,829 -
7 40,403,318 624,246 1,000
8 55,991,359 445,757,640 17,343,944
2,236,440,227 1,566,756,715 17,344,944
9 1,750,000,000 1,559,100,000 13,825,000
10.1 10,059,518 - -
10.2 96,209,885 5,674,220 3,426,464
10.3 1,427,600 - -
1,857,697,003 1,564,774,220 17,251,464
11 269,731,190 - -
12 45,507,477 1,193,185 93,480
13 40,071,263 - -
14 13,224,797 - -
15 6,727,990 789,310 -
16 3,480,507 - -
378,743,224 1,982,495 93,480
2,236,440,227 1,566,756,715 17,344,944

The notes to the financial statements as set out on schedules 01 to 37 form an integral part of these financial statements.

Dip Bahadur B.C.
Chief Financial Officer

Poshak Raj Paudel
Chief Executive Officer

Dip Prakash Panday
Director

Manoj Karki
Director

Sumit Kumar Agrawal
Director

Indra Prasad Karmacharya
Independent Director

Date: 2076.03.27
Kathmandu

9% | Rifesa oW

Pradeep Jung Pandey

Chairman

Mahesh Swar
Director

As per our attached report
of even date

C.S. Deo, FCA
Partner
Deoki Bijay & Co.
Chartered Accountants



Citizen Life Insurance Company Limited

For the year ended Ashad 32, 2075

Particulars

Gross Premium
Premiums ceded to reinsurers
Net premiums

Fees and commission income

Investment income and other interest income
Income from Policy Loan

Other income

Other revenue

Total Revenue(A)

Gross Claims and Benefit paid
Claims ceded to reinsurers
Net Claim and Benefit Paid

Change in insurance contract liabilities
Regulatory Service fee

Policy Acquisition Cost

Other operating and administrative expenses
Other expenses

Total benefits, claims and other expenses(B)
Profit before tax (A-B)
Income Tax Expense

Profit For the Year

Basic earnings per share
Diluted earnings per share

Statement of Profit or Loss

Notes

171
17.2

18
19
20
21

221
22.2

23
24
25
26

27

28
28

Restated
FY 2074-75 FY 2073-74
Rs Rs
402,050,918 -
(41,455,680) -
360,595,238 -
301,548 -
212,240,186 4,129,222
9,115 -
38,286 -
212,589,135 4,129,222
573,184,373 4,129,222
(6,158,103) -
1,697,431 -
(4,460,672) -
(269,731,190) -
(3,605,952) -
(39,925,558) -
(142,524,197) (1,092,155)
(455,786,897) (1,092,155)
(460,247,569) (1,092,155)
112,936,804 3,037,067
(6,716,283) (789,310)
106,220,521 2,247,757
6.09 1.80
6.09 1.80

The notes to the financial statements as set out on schedules 01 to 37 form an integral part of these financial statements.

Dip Bahadur B.C. Poshak Raj Paudel Pradeep Jung Pandey
Chief Financial Officer Chief Executive Officer Chairman
Dip Prakash Panday Manoj Karki Mahesh Swar
Director Director Director
Sumit Kumar Agrawal Indra Prasad Karmacharya
Director Independent Director

Date: 2076.03.27
Kathmandu

As per our attached report

of

C.S

Deok

even date

. Deo, FCA
Partner
i Bijay & Co.

Chartered Accountants
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Citizen Life Insurance Company Limited

Statement of Cash Flows
For the year ended Ashad 32, 2075

Particulars

A. Cash Flow from Operating Activities:

Premium Income

Re-Insurance Commission Income
Other Direct Income

Claim ceded to reinsurer

Interest on policy Loan

Re-Insurance Premium Paid

Agent commission payment

Medical examination fee payment
Claim Paid

Service fee payment

Other Direct Expenses

Management expenditure payment
Income Tax Paid

(Increase)/decrese in current assets
(Increase)/decrese in current liabilities
Net Cash Flow from Operating Activities

Cash Flow from Investing Activities:

(Increase) / Decrease in Property, Plant and Equipment

(Increase) / Decrease in Investment in Fixed Deposit of Banks & Financial Institutions
(Increase) / Decrease in Investment in Equity Share

(Increase) Decrease in loans against insurance Policy

(Increase) / Decrease in Loans and Advances

Interest Income Received on Investment

Income From Loan(Other than Policy Loan)

Dividend Income

Net Cash Flow from Investing Activities (B)

Cash Flow on Financing Activites:

Amount Received From Share

Net Cash Flow from Financing Activities (C)

Net Increase/(Decrease) in cash and cash equivalents (A+B+C)

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

FY 2074-75
Rs.

FY 2073-74
Rs.

402,050,918
301,548
38,286
1,395,883
(28,524,442)
(12,254,933)
(530,600)
(6,158,103)
414,557
(104,469)
(122,638,155)
(30,174,624)
(9,270,746)
40,918,535

(1,092,155)

(614,246)

(9,000)
1,099,705

235,463,655

(615,696)

(74,328,602)
(880,000,000)
(46,612,143)
(2,078,000)
(6,406,579)
192,398,560
362,139
534,690

(1,120,000,000)

3,754,393

(816,129,936)

(1,116,245,607)

190,900,000 1,545,275,000

190,900,000 1,545,275,000

(389,766,281) 428,413,697

445,757,640 17,343,943

55,991,359 445,757,640
As per our attached report

of even date

Dip Bahadur B.C.
Chief Financial Officer

Dip Prakash Panday
Director

Sumit Kumar Agrawal
Director

Date: 2076.03.27
Kathmandu

Poshak Raj Paudel
Chief Executive Officer

Manoj Karki
Director

Indra Prasad Karmacharya

Independent Director

Pradeep Jung Pandey
Chairman

Mahesh Swar
Director

C.S. Deo, FCA

Partner

Deoki

Bijay & Co.

Chartered Accountants
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4.1

Deferred Tax Assets/ Liabilities

Citizen Life Insurance Company Limited

Notes to the Financial Statements
As at Ashad 32, 2075

Calculation of deferred tax assets and liabilities

Particulars

Opening Balance of Deferred Tax

Changes in Deferred Taxes During the year
Recognized in Statement of Profit or loss

Recognized in OCI

For FY 2074/75 (FY 2017/18)

Particulars
Property, Plant & Equipment

Provision for Retirement Benefits

Fair Value Gain/(Loss)
Acturial Gain/(Loss)

Deductible (Temporary Difference)

Deferred Tax Assets @ 25%

Financial investment at amortized cost

Particulars

Loans To Employees

Loans To Agents

Policy Loan

Investment in Fixed Deposits

Policy Loan
Particulars

Endowment policy

Money back policy
Endowment & whole life policy
Term policy

4.1
4.2

FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.

11,711 - -
1,399,247 - -
1,410,958 - N

Carrying Amount Tax Base Difference
69,838,270 66,404,589 (3,433,681)
3,480,507 - 3,480,507
5,596,987 - 5,596,987
78,915,763 66,404,589 5,643,813
1,410,958
FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
5,272,877.44 - -
800,000 - -
2,078,000 - -
2,000,000,000 1,120,000,000 -
2,008,150,877 1,120,000,000 -
FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
2,078,000 - -
2,078,000 - -
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
As at Ashad 32, 2075

Other Financial Assets

Other financial assets includes financial assets other than those classified as financial assets measured at amortized cost, fair value
through profit or loss and fair value through other comprehensive income. This assets are stated at cost net of any impairement.

Particualrs FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
income receivable from investment 19,319,626 374,829 -
interest receivable from loan against policy 9,115 - -
receivable from re insurer 301,548 - -
19,630,289 374,829 -

Other Non Financial Asset

Other non-financial asset include assets other than financial asset(except Property,Plant and Equipment and Intangible asset)

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.

other advances 8,650,376 - -

Advance Income Tax 30788870.02 614246.31 -

deposits 630,370 10,000 1,000

Deferred Employee Cost* 333,702 - -
40,403,318 624,246 1,000

*Deferred employee cost is the subsidised interest between amortized cost of loan and book value of loan at balance sheet date.

Cash and Cash Equivalent

Cash and cash Equivalent in the statement of financial position comprise cash at bank and on hand, call deposits and fixed deposits
with a maturity of three months or less, which are subject to an insignificant risk of changes in value, net of any provisions.

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.

Cash in Hand 10,126,729 807 807

Cheque for reaslisation 13,615,310 - -

Deposit In Commercial Bank 24,685,243 445,738,669 17,343,137

Call deposit of commercial bank 6,191,350 - -

Deposit In Development Banks 1,372,726 18,164 -
55,991,358 445,757,640 17,343,944
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
As at Ashad 32, 2075

9 Share Capital
The Company has issued ordinary shares that are classified as equity. Incremental external costs that are directly
attributable to the issue of these shares are recognised in equity, net of tax.
Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Shares as at 1st Shrawan 1,559,100,000 13,825,000 13,825,000
Add: Addition this year 190,900,000 1,545,275,000 -
Add: Calls in Advance - - -
Shares as at end of Ashad 1,750,000,000 1,559,100,000 13,825,000
9.1 Reconciliation of No. of Shares
Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Shares as at 1st Shrawan 15,591,000 138,250 138,250
Add: Addition this year 1,909,000 15,452,750 -
Add: Calls in Advance - - -
Shares as at end of Ashad 17,500,000 15,591,000 138,250
9.2 Rights of ordinary shareholders
All issued shares are fully paid and the company is yet to be Listed its share with NEPSE.
10 Reserve & Surplus
Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Catastrophic Reserve (10.1) 10,059,518 - -
Retained Earning (10.2) 96,209,885 5,674,220 3,426,464
Other Reserve (10.3) 1,427,600 - -
107,697,003 5,674,220 3,426,464
10.1 Catastrophic reserves
Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Catastrophic reserves 10,059,518 - -
10,059,518 - -

Catastrophic Reserve has been created based on 10% of net profit after Tax as per requirements of Beema Samiti.

10.2 Retained Earnings

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.

Retained Earnings 96,209,885 5,674,220 3,426,464
96,209,885 5,674,220 3,426,464

% | fesH asw




11

111

11.2

Citizen Life Insurance Company Limited
Notes to the Financial Statements
As at Ashad 32, 2075

10.3 Other Reserve

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Deferred Tax Reserve 1,410,954
Regulatory Reserve 5,613,633 - -
Transferred From Other Comprehensive Income(OCI) (5,596,987) - -
1,427,600 - -

10.3.1 Regulatory Reserve

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Opening Balance - - -
Excess of NFRS Profit Over Profit As per GAAP * 4,210,225 - -
Excess of NFRS Retained Earning Over retained 1,403,407 - -

Earning As per GAAP **

5,613,633 - -

The difference in profit for the year in the NFRS Financial Statements and the GAAP Financials are accounted under
regulatory reserve as per Directive of Beema Samiti dated 2075.09.12.

The difference between retained earning as per NFRS Financial Statements and the GAAP Financials has been adjusted
as regulatory reserve adjustment for FY where retained earning as per NFRS is higher than retained earning as per GAAP.

Gross Insurance contract liabilities

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.

Outstanding claims provision 1,046,500 - -

Unexpired risk reserve provision (11.1) 150,528,000 - -

Life Fund (11.2) 118,156,690 - -

269,731,190 - -

Unexpired Risk Reserve
Unexpired Risk Reserve has been recognized in the finnacial statement by considering the higher of the value as per acturial
valuation and value derived as per proportionate basis.

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Unexpired Risk Reserve Provision
Provision As per Proportionate Basis (A) 150,528,000 - -
Provision as per Acturial Valuation (B) 148,280,671 - -
Recognized in Financial Statement (Higher of A and B) 150,528,000 - -
Life Fund
Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Policy Liability 68,802,869 - -
Cost of Bonus 39,776,145 - -
Unallocated Surplus 9,577,676 - -
Fair Value Reserve - - -
118,156,690 - -

Movement of Life Fund Balances line of Business Wise has been summarised in Note 37

Notes:

Basis taken by Actuary while determining Insurance Contract Liabilities

Term Life Policy: Liability of Foreign Employment Term Life Policy has been determined on the basis of Nepal Assured Moratlity
Table 2009.

Fair Value Reserve: As per the Circular dated 2075/09/12 issued by the Beema Samiti, 90% of surplus arising on Other

Comprehensive Income (OCI) should be transferred to Fair Value Reserve and accordingly be shown under the Life Insurance
Fund i.e Insurance Contract Liabilities.
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
As at Ashad 32, 2075

12  Financial Liabilities
Financial liabilities include financial liabilities other than financial liabilities measured at amortized cost.

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Sundry creditors 30,940,652.01 602,866.83 -
Communication Payable 193,125 -
TDS Payable 6,141,060 43,573 1,125
Service Charges Payable to Beema Samiti 4,020,509 - -
Payable To Staff 2,168,276 110,455 -
House Rent Payable 272,000 308,880 -
Salary Payable 248,923 - -
Legal Consulting Fee Payable 77,805 - -
Provident Fund Payable 927,752 7,180 -
Audit Fee Payable 362,375 120,230 92,355
Payable For Agent License 155,000 - -
45,507,477 1,193,185 93,480

13 Insurance payables
Insurance payables includes amount payable related to insurance businesses such as due to agents, due to other
insurance companies, due to reinsurers.
Insurance payables are recognised when due and measured on initial recognition at the fair value of the consideration
paid or payable.

Insurance payables are derecognised when the contractual obligations are extinguished or expire or when the contract
is transferred to another party.

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.

Due to Agents 27,140,025 - -

Due to re-insurer 12,931,238 - -

40,071,263 - -

14  Other Liabilities
Other liabilities includes the amount of provisions made for staff bonus and any other provisions determined in
accordance with the requirements of NAS 37.

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.
Provision for staff bonus 13,224,797 -
13,224,797 - -

* Staff bonus has been provided @ 10% of Net Profit (calculated as per regulatory directives) before tax.

15 Current Tax Assets/ Liabilities
Current income tax liabilities for the current period are measured at the amount expected to be paid to the taxation
authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively
enacted at the reporting date in the countries where the Company operates and generates taxable income.

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.

Income Tax Liabilities 6,727,990 789,310 -

Net Current tax assets/(liabilities) 6,727,990 789,310 -

16  Provision

Particulars FY 2074-75 FY 2073-74 FY 2072-73
Rs. Rs. Rs.

Provision for Gratuity 2,066,443 -

Provision for leave encashment 1,414,064 - -
3,480,507 - _

As per the Statutory Provision Gratuity is Calculated @ 8.33% of Eligible Salary, in the nature of defined contribution.
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

17 Net Premiums
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Gross premium (17.1) 402,050,918 -
Premiums ceded to reinsurers (17.2) (41,455,680) -
Net Premium 360,595,238 -
17.1 Gross premiums on insurance contracts
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Class-wise
Endowment policy 79,334,496 -
Money back policy 25,147,943 -
Endowment & whole life policy 73,132,294 -
Term policy 224,436,185 -
402,050,918 -
17.2 Premiums ceded to reinsurers on insurance contracts
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Class-wise
Endowment policy (597,318) -
Money back policy (283,616) -
Endowment & whole life policy (665,467) -
Term policy (39,909,279) -
(41,455,680) -
18 Fees and Commission Income
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Reinsurance commission income 301,548 -
301,548 -
19 Investment income
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Interest income  (19.1) 211,705,496 4,129,222
Dividend Income (19.2) 534,690 -
212,240,186 4,129,222
19.1 Interest Income
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Income from fixed deposit of commercial banks 200,089,588 692,466
Income from fixed deposit of development banks 9,341,031 21,370
Income from loans & advances 362,139 -
Income from other deposits(excluding fd) 1,912,738 3,415,386
211,705,496 4,129,222
19.2 Dividend Income
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Dividend from equity share of other public companies 534,690 -
534,690 -
20 Income From Policy Loan
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Endowment & whole life policy 9,115 -
9,115 -
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

21 Other Income
Other income includes disposal gains/ lossess on property, plant and equipment, cancellation charges, fine & penalties &

other miscellaneous income.

Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Others Direct Income 38,286 -
38,286 -
22 Net claims paid
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Gross claims paid (22.1) (6,158,103) -
Claim Ceded to Resinsurer (22.2) 1,697,431 -
(4,460,672) -
22.1 Gross claims paid
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Term policy (6,158,103) -
(6,158,103) -
22.2 Claim Ceded to Resinsurer
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Term policy 1,697,431 -
1,697,431 -
23 Change in Insurance contract liabilities
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Change in Gross insurance contract liabilities
Change in insurance contract outstanding claims provision (1,046,500) -
Change in unexpired risk reserve provision (23.1) (150,528,000) -
Life Insurance fund (118,156,690) -
Net change in Insurance contract liabilities (269,731,190) -
23.1 Change in unexpired risk reserve provision
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Unxpired risk provision of Term Policy (150,528,000) -
Net Change (150,528,000) -
24 Net Service Charge
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Endowment policy (787,372) -
Money back policy (248,643) -
Endowment & whole life policy (724,668) -
Term policy (1,845,269) -
Total (3,605,952) -
25 Policy Acquisition Cost
Particulars FY 2074-75 FY 2073-74
Rs. Rs.
Medical Fees (530,600) -
Agent Commission (39,394,958) -
(39,925,558) -
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26.1

Citizen Life Insurance Company Limited

Notes to the Financial Statements
For the year ended Ashad 32, 2075

Other Operating and Administrative Expenses

Recognition of other operating and administrative expenses

Other operating and administrative expenses are recognised on accrual basis. All expenditure incurred in the running of
the business and in maintaining the property, plant and equipment are charged to the statement of profit or loss.

Particulars

Employee Cost

Administrative expenses

Depreciation

Other Direct expenses

Employee Cost

Particulars

Employees Related Expenses

Provision for Staff Bonus*

Contributions made to the Employees' Provident Fund (EPF)
Interest Expenses on Employee Loan

Gratuity

Leave Encashment

Total employee benefit expenses

FY 2074-75 FY 2073-74
Rs. Rs.
(26.1) (70,751,035) (118,751)
(26.2) (67,178,360) (973,404)
(4,490,333) -
(104,469) -
(142,524,197) (1,092,155)
FY 2074-75 FY 2073-74
Rs. Rs.
(51,789,173) (115,161)
(13,224,797) -
(2,127,724) (3,590)
(128,834) -
(2,066,443) -
(1,414,064)
(70,751,035) (118,751)

* Provision for Staff bonus has been provided @ 10% of Net Profit (calculated as per regulatory directives) before tax.
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

26.2 Administrative expenses

Particulars FY 2074-75 FY 2073-74
Rs. Rs.
House rent (18,800,765) (343,200)
Electricity & water (845,104) -
Vehicle (60,978) -
Office equipment (30,139) -
Others (96,439) -
Communications (3,341,611) (4,530)
Printing & Stationary (5,284,288) (15,000)
Consumables (595,004) -
Transportation (1,934,775) -
Domestic (1,332,730) (35,850)
Agent training expenses (1,283,906) -
Other agent expenses (15,417,519) -
Insurance premium expenses (161,847) -
Security expenses (933,207) -
Legal & consultancy fees (1,083,455) (500,000)
Books & periodicals (15,520) -
Advertisement expenses (1,052,736) -
Business promotion ecpenses (4,454,298) -
entertainment & hospitality (1,360,916) -
meeting allowances (190,000) -
others (61,407) -
annual general meeting expenses (236,111) -
acturial service fees (3,963,232) -
acturial expenses (43,272) -
statutory audit fee (169,500) (28,250)
tax audit fee (67,800) -
long form audit fee (28,250)
other fees (28,250) -
internal audit fee (135,600) -
other audit expenses (16,425) -
bank charges & commissions (181,192) (27,950)
fees & other taxes (659,477) -
policy stamp expenses (1,119,021) -
postage & courier (274,836) -
other office expenses (1,319,930) (5,720)
utility & janotorial (598,820) (12,904)
(67,178,360) (973,404)
27 Income tax expense

Recognition of income tax expense
Income tax expense comprises current and deferred tax. Current and deferred taxes are recognised in the statement of
profit or loss except to the extent that it relates to items recognised directly in equity.

Current tax has been calculated on the basis of profits derived as per the provisions of the Income Tax Act 2058.

Particulars FY 2074-75 FY 2073-74
Rs. Rs.

Income Tax (6,727,990) (789,310)

Deferred Tax (Expenses)/Income 11,707 -
(6,716,283) (789,310)

R | Fofes= o”w



28

29

Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

Basic Earnings Per Share (EPS)
Company presents basic and diluted Earnings Per Share (EPS) for its ordinary shares.

Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average
number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, which comprise share options
granted to employees.

Particulars FY 2074-75 FY 2073-74
Rs. Rs.

Profit for the year (Rs.) after tax 106,220,521 2,247,757

Weighted average number of shares 17,444,278 1,246,488

Basic earnings per share (Rs.) 6.09 1.80

Weighted average number of shares
Issued ordinary shares as at Ashad end 17,500,000 1,246,488
17,500,000 1,246,488

Proposed Dividends

Dividends on ordinary shares are recognised as a liability and deducted from equity when they are approved by the
Company’s shareholders. Interim dividends are deducted from equity when they are paid.

Dividends proposed by the Board of Directors after the reporting date is not recognised as a liability and is only disclosed
as a note to the financial statements.
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30.1

30.2

a)

Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

Related party transactions
The Company carries out transactions in the ordinary course of business with parties who are defined as related parties
in NAS 24 - Related Party Disclosures.

Identifiaction of Related Party

A related party is a person or entity that is related to the entity that is preparing its financial statements

A person or a close member of that person’s family is related to a reporting entity if that person:

(i) has control or joint control of the reporting entity

(i) has significant influence over the reporting entity or

(iii) is a member of the key management personnel of the reporting entity or of a parent of the reporting entity.

An entity is related to a reporting entity if any of the following conditions applies:
(i) The entity and the reporting entity are members of the same group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

(ii) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a group
of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.
(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of either the reporting entity or an entity
related to the reporting entity. If the reporting entity is itself such a plan, the sponsoring employers are also related to the
reporting entity.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

Transactions and outstanding balances with the key management personnel

According to the NAS 24 - Related Party Disclosures, key management personnel are those having authority and
responsibility for planning, directing and controlling the activities of the entity.

Key management personnel compensation

The Company has identified its director, Chief Executive, Chief Operation, Chief Marketing and Assistant General
Manager as its KMP

Particulars FY 2074-75 FY 2073-74
Rs. Rs.

a) Short term benefits 7,196,719 -

Salary,Allowance and other facilities -

Salaries 7,008,719 -

Bonuses - -

Sitting Fees (Meeting Allowances) 188,000 -

Other short-term employment benefits - -
b) Share-based payment - -
c) Post-employment benefits -
Defined Contribution Plan 348,788 -
Defined Benefit Plan - -
d) Termination Benefits - -
Total 7,545,507 -

30.3 Other than those stated above, there has been no related party transaction for the period.
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

Risk Management Framework
Insurance and Financial Risk

(i) Life Insurance risks

The Company considers insurance risk to be a combination of the following components.

- Frequency and Severity of claim
- Product design risk

- Underwriting risk

- Mortality Rate

- Concentration Risk

a) Frequency and Severity of claim

For the Contracts where death is the insured risk,the most significant factors that could increase the overalll frequency of
claims re epidemics such as AIDS,SARS and human form of Avian Flu or widespread changes in lifestyle proneness to

accidents due to climatic vagarity and road conditions.For

contracts where survival is the insured risk, the most significant

factor is continuned improvement in medical science, its avabability in country life style and social condtion that would increase

longitivity.

At the present, these risk do not vary significantly in relation

to the loction of the risk insured by the Company. However, undue

concentration of amounts couild have an impact on the severity of benefit payments on portfolio basis.

For contracts with fixed and guaranteed benefits and future

premiums,there are no mitigatingt erms and condition that reduce

he insurance risk accepted.The company manages these risk through its underwrition strategy and reinsurance arrangement in

line with Company's risk management framework.

Operational risk

Mitigation strategies

b) [Product design risk

The Company issues life insurance policies of term,
endowment, modified endowment, single premium and
Overseas employment Single Premium policies. Product
designs of the portfolio may be outdated due to changes in
the climate leading to natural disasters, behavioral trends of
people due to changing life styles and steady escalation of
costs in respect of relation to health sector in particular and
Insurance sector as a whole.

Diversification of insurance contracts across a large geographical
areas.

Variability of risk is improved by careful selection and
implementation of underwriting strategies, which are designed to
ensure that risks are diversified in terms of type of risk.

Strategies are periodically reviewed and suitable action taken.

Constant watch on internal and external factors that may impede
planned objectives.

c) [Underwriting risk:

Underwriting risk generally refers to the risk of loss on
underwriting activity in the insurance. In insurance,
underwriting risk may either arise from an inaccurate
assessment of the risks entailed in underwriting an
insurance policy, or from factors wholly out of the
underwriter's control.

Improve knowledge and skills of the underwriting staff.

Statistical databases are maintained on health risk prone clients
category to ensure such clients are strategically declined.

Review profitability, pricing, terms and conditions of various
products.

Financial authority limits are in place for underwriting clearly
prescribing the limits to underwrite based on the sum assured and
risk.

d) [Mortality Factor:

Mortality risk generally encompasses mortality rate
prevailing in country, insurer group due to severity of
climatic and accident prone working conditions, epidemic
and environmental hazardous living conditions

Improve knowledge and skills of the underwriting staff.

Statistical databases are maintained on health risk prone clients
category to ensure such clients are strategically declined.

Review profitability, pricing, terms and conditions of various
products.

Financial authority limits are in place for underwriting clearly
prescribing the limits to underwrite based on the sum assured and
risk.
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

32 Risk Management Framework (Continued)

e) Concentration risk

Particulars Fiscal Year ending Ashad 32, 2075
Gross premium Premium Ceeded Net Premium

Portfolio
Endowment policy 79,334,496 (597,318) 78,737,178
Money back policy 25,147,943 (283,616) 24,864,327
Endowment & whole life policy 73,132,294 (665,467) 72,466,827
Term policy 224,436,185 (39,909,279) 184,526,906

402,050,918 (41,455,680) 360,595,238
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended 16 July 2018

Risk Management Framework (Continued)

Governance framework

The Board of Directors of the Company has overall responsibility for the establishment and oversight of the Company’s
risk management framework.

The Company’s risk management policies are established to identify and analyse the risks faced by the Company to set
appropriate risk limits and controls and to monitor risks and adherence to limits. Risk management policies and systems
are reviewed regularly to reflect changes in market conditions, products and services offered. The Company, through its
training and management standards and procedures, aims to develop a disciplined and constructive control environment
in which all employees understand their roles and obligations.

The Board is ultimately responsible for monitoring compliance with the Company’s risk management policies and
procedures. The Board is assisted in these functions by Complaince and Internal Control Department. The internal audit
department undertakes both regular and ad-hoc reviews of risk management controls and procedures, the results of
which are reported to the Board.

Regulatory framework

Regulators are primarily interested in protecting the rights of policyholders and monitor them closely to ensure that the
Company is satisfactorily managing affairs for policyholders' benefit. At the same time, regulators are also interested in
ensuring that the Company maintains an appropriate solvency position to meet unforeseen liabilities arising from
economic shocks or natural disasters.

As an insurer, the operations of the Company are subject to regulatory supervision of the Insurance Board of Nepal. The
Company has taken necessary action to comply with and complied with applicable regulations throughout the year.

(ii) Financial risks

Nature and extent of risk arising from financial instruments

The Company has exposure to the following risks from financial instruments.
* Credit risk

» Liquidity risk

* Market risk

This note presents information about the Company’s exposure to each of the above risks and the Company’s objectives,
policies and processes for measuring and managing risks.

¢ Credit risk/loan risk

Credit risk is the risk of financial loss to the Company, if a customer or counter-party to a financial instrument fails to meet
its contractual obligations in accordance with agreed terms and arises principally from the Company’s premium
receivables, reinsurance receivables, investments in debt securities and deposits with financial institutions such as time
deposits, demand deposits, etc.

Management of credit risk - Financial investments (Except listed equity securities)

The Company evaluates the credit ratings of the respective investee and/or respective issue prior to the investment
decision are made. In addition, the Company focuses on tolerable levels concentration risk and portfolio monitoring in line
with the Company’s risk appetite.

Management of credit risk - Cash at bank
The Company's exposure to credit risk with relevant to cash and cash equivalents is minimal since these balances are
maintained at banks and finance Institution with high credit ratings.

Management of credit risk - Reinsurance receivables
Credit risk with regard to reinsurance receivables is mitigated by selecting the reinsurers with higher credit ratings and
reviewing their ratings periodically. The following table depicts the reinsurers of the Company with their ratings and share ratio.

Fiscal Year ending 32nd Ashad 2075
Reinsurers Rating
Through Nepal Re( Mandatory) -
Through Trust Re, Bahrain BBB+
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

Risk Management Framework (Continued)

* Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset. In respect of catastrophic events, there is also a
liquidity risk associated with timing differences between gross cash out-flows and expected reinsurance recoveries.

Management of liquidity risk

The following controls are in place to mitigate liquidity risk which is faced by the Company.
i. The Company’s approach to managing liquidity is to ensure that funds available are adequate to meet claim
payments to its policyholders and to ensure operational expenses are paid when they are due.

ii. Main sources of the Company’s funding are capital and gross written premium. The Company also maintains a
portfolio of readily marketable securities to strengthen its liquidity position. Investment durations are diversified,
depending on the cash flow needs of the Company and maturity periods are regularly reviewed. Cash flow analysis
is done prior to investments are made.

iii. The Company's treaty agreements with reinsurers contain clauses permitting the immediate draw down of funds to
meet claim payments should claim events exceed a certain agreed size.

iv  Determining the maturity profiles of insurance contract liabilities and reinsurance assets based on the estimated
timing of net cash outflows from recognised insurance liabilities.

v Planning for all large cash outflows in advance and making necessary arrangements to ensure the availability of
funds to meet such outflows.

Exposure to liquidity risk
The Company monitors liquidity position regulatory to asses funding requirements. Liquid assets include cash and
short term investments and bills purchased. The Company also monitors maturity profile of its assets and liabilities.

Maturity profiles

The following table summarises the maturity profile of the financial assets, financial liabilities and insurance contract
liabilities. Unearned premiums have been excluded from the analysis as they are not contractual obligations. The
Company maintains a portfolio of highly marketable and diverse assets that can be easily liquidated in the event of an
unforeseeable interruption of cash flow. The Company also has committed lines of credit that it can access to meet
liquidity needs.
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended 16 July 2018

32 Risk Management Framework (Continued)

2) Market risk
Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in
market variables such as interest rates, foreign exchange rates and equity prices. Market risk is an aggregation of,

a) Interest rate risk
b) Currency risk
c) Equity price risk

a) Interest rate risk
Interest rate risk is the risk that fair value or future cash flows of a financial instrument will fluctuate due to changes
in market interest rates. Floating rate instruments typically expose the Company to cash flow interest risk, whereas
fixed interest rate instruments expose the Company to fair value interest rate risk.

Management of interest rate risk

In order to mitigate the interest rate risk faced by the Company, the management follows the guidelines set out in
the investment policy which is regularly reviewed by the Investment Committee. Among such guidelines, following
guidlines included to mitigate the interest rate risk faced by the Company.

ii. Forecasting and monitoring future cash inflows and outflows when formulating investment strategies.

iii. Relative amounts of the each portfolio will be determined by the Company's liquidity position, availability of
market values, individual secuities' risk/return profiles.

b) Currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to the changes in foreign
exchange rates. The Company's principal transactions are carried out in Nepalese Rupees (Rs.) and hence, its
exposure to foreign exchange risk arises primarily with respect to reinsurance recoveries and US Dollars
denominated assets developed out of aforementioned recoveries.

Management of currency risk
The currency risk faced by the Company is minimal since no material liabilities or assets were denominated in
foreign currency denominated as at the reporting date.

c) Equity price risk
The risk of fluctuation in fair values or future cash flows of a financial instrument due to a change in market prices,

other than those occurring due to interest rate risk or currency risk, is referred to as equity price risk. Accordingly,
the equity price risk affects the Company's investments in equity instruments.

Management of equity price risk

In order to mitigate the equity price risk faced by the Company, the management follows the guidelines set out in
the investment policy. The Company's investment policy guides the management to set/monitor objectives and
constraints on investments, diversification plans as well as limits on equity exposure. Compliance with the policy is
monitored and the exposure and instances of non-compliance are reported to the Board of Directors. The policy is
reviewed regularly for pertinence and for changes in the risk environment. The Company manages its equity price
risk by investing in relatively less volatile sectors and in different sectors.
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

32 Risk Management Framework (Continued)

(3) Operational risks
Operational risk is the risk of loss arising from system failure, human error, fraud or external events. When controls fail
to perform, operational risks can cause damage to reputation, have legal or regulatory implications or can lead to
financial loss. The Company cannot expect to eliminate all operational risks, but by intiating a rigorous control
framework and by monitoring and responding to potential risks, the Company is able to manage the risks. Controls
include effective segregation of duties, access controls, authorisation and reconciliation procedures, staff education
and assessment processess, including the use of internal audit. Business risks such as changes in environment,
technology and the industry are monitered through the Company's strategic planning and budgeting process.

Net change in operational assets and liabilities FY 2074-75 FY 2073-74
Rs. Rs.
Net change in receivables and other assets 59,034,532 999,075
Net change in insurance liabilities 269,731,190 -
Net change in other liabilities 101,090,859 1,193,185
429,856,581 2,192,260

33  Events after the Reporting Date
33.1 Dividends
The company has not Declared any Dividend after the Reporting Date.

34  Capital Commitments and Contingencies

34.1 Capital commitments
A capital commitment is the projected capital expenditure a company commits to spend on long-term assets over a
period of time.

The company does not have any Capital Commitment as on 32nd Ashad, 2075.

34.2 Contingencies
The company does not have any Capital Contingencies as on 32nd Ashad, 2075.
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

35 First Time Adoption of NFRS
These are the Insurance’s first financial statements prepared in accordance with NFRS. The accounting policies set out in Note 2 have been
applied in preparing the Financial Statements for the year ended 16th July 2018, the comparative information presented for the year ended
15th July 2017 and in the preparation of an opening NFRS based Statement of Financial Position at 15th July 2016 (the date of transition).

As per NFRS 1 “Fist time adoption of NFRS", following are the exemption available to the insurance company:

Exceptions to the retrospective application of other NFRSs
a)  derecoagnition of financial assets and financial liabilities
b)  non-controlling interests

c) classification and measurement of financial assets

Exemptions for business combinations

a) A first-time adopter may elect not to apply NFRS 3 retrospectively to past business combinations (business combinations that occurred
before the date of transition to NFRSs). However, if a first-time adopter restates any business combination to comply with NFRS 3 it shall
restate all later business combinations and shall also apply NFRS 10 from that same date.

b) If a first-time adopter does not apply NFRS 3 retrospectively to a past business combination, this has the following consequences for that
business combination:

e The first-time adopter shall keep the same classification as in its previous GAAP financial statements.

e The first-time adopter shall recognize all its assets and liabilities at the date of transition other than some financial assets and financial
liabilities derecognized in accordance with previous GAAP, assets, including goodwill, and liabilities that were not recognized in the acquirer's
consolidated statement of financial position in accordance with previous GAAP and also would not qualify for recognition in accordance with
NFRSs in the separate statement of financial position of the acquire.

c) NFRSs require subsequent measurement of some assets and liabilities on a basis that is not based on original cost, such as fair value.
The first-time adopter shall measure these assets and liabilities on that basis in its opening NFRS statement of financial position, even if they
were acquired or assumed in a past business combination. It shall recognize any resulting change in the carrying amount by adjusting retained
earnings.

d) Immediately after the business combination, the carrying amount in accordance with previous GAAP of assets acquired and liabilities
assumed in that business combination shall be their deemed cost in accordance with NFRSs at that date. If NFRSs require a cost-based
measurement of those assets and liabilities at a later date that deemed cost shall be the basis for cost-based depreciation or amortization from
the date of the business combination.

Exemptions from other NFRSs

An entity may elect to use one or more of the following exemptions:

1. Insurance contracts:

A first-time adopter may apply the transitional provisions in NFRS 4 Insurance Contracts. NFRS 4 restricts changes in accounting policies for
insurance contracts, including changes made by a first-time adopter.

2. Leases:

First-time adopter may apply the transitional provisions in IFRIC 4 Determining whether an Arrangement contains a Lease. Therefore, a first-
time adopter may determine whether an arrangement existing at the date of transition to NFRSs contains a lease on the basis of facts and
circumstances existing at that date.

If a first-time adopter made the same determination of whether an arrangement contained a lease in accordance with previous GAAP as that
required by IFRIC 4 but at a date other than that required by IFRIC 4, the first-time adopter need not reassess that determination when it
adopts NFRSs. For an entity to have made the same determination of whether the arrangement contained a lease in accordance with previous
GAAP, that determination would have to have given the same outcome as that resulting from applying NAS 17 Leases and IFRIC 4.

3. Fair value measurement of financial assets or financial liabilities at initial recoanition:
Despite the requirements of paragraphs 7 and 9, an entity may apply the requirements in the last sentence of paragraph B5.4.8 and in
paragraph B5.4.9 of NFRS 9 prospectively to transactions entered into on or after the date of transition to NFRSs.

4. Deemed Cost:
The company has elected to measure item of property, plant and equipment at the date of transition at net carrying cost and use that net
carrying cost as its deemed cost at that date.

5. Lease:

In para 33, lease payments under an operating lease shall be recognized as an expense on a straight-line basis over the lease term unless
either:

(a) Another systematic basis is more representative of the time pattern of the user’s benefit even if the payments to the lessors are not on that
basis; or

(b) The payments to the lessor are structured to increase in line with expected general inflation to compensate for the lessor's expected
inflationary cost increases. If payments to the lessor vary because of factors other than general inflation, then this condition is not met.
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Citizen Life Insurance Company Limited
Notes to the Financial Statements
For the year ended Ashad 32, 2075

6. Short-term exemptions from NFRSs

i. Exemption from the requirement to restate comparative information for NFRS 9
ii. Disclosures about financial instruments- may apply the transition provisions

iii. Employee Benefits- may apply the transition provisions

7. Practical inexpedience to apply Amortized Cost in case of loans to agents: Since recovery timeline is uncertain in case of loans to
agents, its accounting has not been done.

(Company is not using any exemption as provided above)

Reconciliation of Profit or loss

particulars Year ended Year ended
_ Notes 2017 2018
Profit/Loss as per GAAP 2,247,757 102,010,299
Adjustments due to NFRS Implementation

1. Increase (Decrease) in Other operating and administrative 1 - 5,613,629
expenses

a. Reversal of Provision for losses on Investment 11 - 5,613,629
3. Adjustment in Deferred Tax due to difference in book base 2 - (1,403,407)
as per NAS & As per NFRS

Total Adjustment (B) - 4,210,222
Profit/(Loss) as per NFRS [A+B] 2,247,757 106,220,521
Notes

NFRS Profit amount differ from GAAP is due following reason:
As per the GAAP, investment are recorded in cost whereas in NFRS, investment are recoded in Fair value and unrecognized gain\loss are
already adjusted in fair value so provision for loss in investment is reversed.

Difference in deferred tax as per NAS and NFRS is due to the net impact of of measurement method of equity insutruments as stated in 1.1
above.

Reconciliation of Equity

Particulars Year Ended Year Ended
— 2017 2018
Equity as per GAAP(A) 5,674,220 96,209,885
Adjustments due to NFRS Implementation

1. Remeasurement of Investment At Fair Value Recognized in 1 - (5,596,987)
OcClI

2.Net Increase/(Decrease) in Retained Earning - 5,613,629
a. Reversal of provision for loss on investment 2 - 5,613,629
3. Deferred Tax Reserve Created on Remeasurement 3 - 1,399,247
recognized in OCI

4. Deferred Tax Reserve Considered in Retained Earnina 11,707
Total Adjustment (B) - 1,427,596
Total Equity as per NFRS [A+B] 5,674,219 97,637,481

Refer note under 36.1 (1.1) above
Refer note under 36.1 (1.1) above

Refer note under 36.1 (2) above
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1.

Citizen Life Insurance Company Ltd.
Notes to the Financial Statements as At Ashad 32, 2075

Note - 37contd...

Significant Accounting Policy/Notes to the Accounts

INSURANCE:

1.1 Citizen Life Insurance Company Ltd. is a public limited companyincorporated in Nepal through
registration with the Office of The Company Registrar on12"Ashad, 2064 (26" June, 2007) andhas been
licensed by Beema Samiti (Insurance Board of Nepal) on 5"Bhadra, 2075 to operate Life Insurance
Business in Nepal. The company’s registered address is Ambe Complex, Teku, Kathmandu.

1.2

13

Financial Statements:

The Financial Statement of CLIC comprises Statement of Financial Position, Statement of Profit or
Loss, Statement of Total Comprehensive Income, Statement of Changes in Equity, Statement of
Cash Flows, Notes to the Financial Statements and Significant Accounting Policies.

The primary financial statements of CLICL for the year ended 32 Ashad 2075 have been drawn up
consistent with the requirements of NAS 01 and the following key presentation decisions have been
made:

A.

Statement of Financial Position

The statement of financial position is presented in order of liquidity, with a distinction based on
expectations regarding recovery or settlement within 12 months after the reporting date (no
more than 12 months) and more than 12 months after the reporting date (more than 12 months),
presented in the notes.

Statement of Profit or Loss and Statement of Total Comprehensive Income

The Company has elected to present comprehensive income in two separate statements, being
the statement of profit or loss and the statement of total comprehensive income. Information
about the individual components of other comprehensive income (OCI) as well as the tax effects
have been disclosed in the notes to the financial statements

Statement of Changes in Equity

The Company presents its statement of changes in equity as part of its primary financial
statements showing the following items: (a) net profit/loss for the period; (b) the amounts of
transactions with owners in their capacity as owners, showing separately contributions by and
distributions to owners; and (c) for each component of equity a reconciliation between the
carrying amount at the beginning and the end of the period, separately disclosing each change

Statement of Cash Flows

The Company represents its operating cash flows based on the direct method. For cash flow
purposes, the Company classifies the cash flows for the acquisition and disposal of financial
assets as investing cash flows. The payment of benefits and claims in relation to insurance
contracts is treated as cash flows used in operating activities.

Principal Activities and Operations

The principal activity of the Company is to provide Life Insurance services to its customers. The
life insurance products offered include a wide range of whole-life, endowment and term insurance
products.
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2. BASIS OF PREPARATIONOF FINANCIAL STATEMENT AND OTHER SIGNIFICANT ACCOUNTING
POLICIES:

2.1. Basis of Preparation
2.1.1. Statement of Compliance

The Financial Statement of CLIC which comprises components of Financial Statement mentioned
above have been prepared in accordance with Nepal Financial Reporting Standards comprising of
Nepal Financial Reporting Standards and Nepal Accounting Standards (hereafter referred as NFRS),
laid down by thelnstitute of Chartered Accountants of Nepal and in compliance with therequirements
of the Companies Act ,2063.

For all the period upto31 Ashad 2074,CLIC preparedits financial statements in accordance with
Nepal Accounting Standards which were effective till that period. These financial statements for the
year ended 32 Ashad 2075 are the first set of financial statements CLIC has prepared in accordance
with NFRSs and therefore the company has applied NFRS 1 First time adoption of NFRS in
preparation & presentation of financial statements. Disclosures required by NFRS 1 (including the
reconciliation statements, reclassification & re-measurement) in addition to those required under
applicable NFRSs have been disclosed in concerned noted. Date of transition to NFRS has been
determined at 01.04.2073.

Responsibility for Financial Statements

The management is responsible for the preparation and presentation of Financial Statements of
CLIC as per the provisions of the Companies Act,2063.

2.1.2. Approval of Financial Statements by Board of Directors

The accompanied Financial Statements have been authorized by the Board of Directors vide its
resolution dated2076/03/27 and recommended for its approval by Beema Samiti. After receiving
approval from Beema Samiti, it will be placed at the Annual General Meeting of the shareholders for
final approval.

Basis of Measurement

The Financial Statements of CLIC have been prepared on the historical cost basis, except for the
following material items in the Statement of Financial Position:

» Financial assets at fair value through other profit or loss (quoted& unquoted investments) are
measured at fair value.

» Employee defined contribution plan of Gratuity Eligibility are measured in accordance with
provision contained in NAS 19, no required of actuarial valuation of liability as final liability is
calculated as per statutory provision @8.33% of eligible salary.

» Life Insurance Fund are determined in accordance with provision contained in NFRS 4 &
actuarial report for Liability Adequacy Test (LAT)as per Directive of BeemaSamiti,

2.1.3. Functional and Presentation Currency

The Financial Statements of CLIC are presented in Nepalese Rupees (Rs), which is the currency of
the primary economic environment in which the Insuranceoperates. There was no change in CLIC’s
presentation and functional currency during the year under review.

2.1.4. Presentation of Financial Statements

The assets and liabilities excepting non financial asset and liabilities of CLIC presented in the
Statement of Financial Position are presented in the increasing order of liquidity i.e. less liquid to
more liquid.

2.1.5. Materiality and Aggregation

In compliance with Nepal Accounting Standard - NAS 01 (Presentation of Financial Statements),
each material class of similar items has been presented separately in the Financial Statements. Items
of dissimilar nature or functions too are presented separately unless they are immaterial. Financial
Assets and Financial Liabilities are offset and the net amount reported in the Statement of Financial
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2.1.6.

2.1.7.

2.1.8.

2.2,

221

Position only when there is a legally enforceable right to offset the recognized amounts and there
is an intention to settle on a net basis, or to realize the assets and settle the liability simultaneously.
Income and expenses are not offset in the Statement of Profit or Loss unless required or permitted
by an Accounting Standard.

Comparative Information

The accounting policies have been consistently applied by Insurance Company with those of the
previous financial year in accordance with NAS 01 Presentation of Financial Statements, except
those which had to be changed as a result of application of NFRS. Further, comparative information
is reclassified wherever necessary to comply with the current NFRS presentation.

Going Concern

The management have made an assessment of CLICL's ability to continue as a going concern and
satisfied that it has the resources to continue in business for the foreseeable future. Furthermore,
the management is not aware of any material uncertainties that may cast significant doubt upon
CLICL’s ability to continue as a going concern and they do not intend either to liquidate or to cease
operations. Therefore, the Financial Statements continue to be prepared on the going concern basis.

Standards issued but not yet effective

Standards issued but not yet effective up to the date of issuance of the financial statements are
set out below. CLICL will adopt these standards as and when they become effective. Pending a
detailed review, the financial impact is not reasonably estimable as at the date of publication of these
financial statements.

NFRS 9- Financial Instruments: Classification and Measurement

NFRS 9, as issued reflects the first phase of work on replacement of NAS 39 and applies to
classification and measurement of financial assets and liabilities.

Since NFRS 9 consists of mixed sets of standards from NAS 39 and IFRS 9, this standard has been
brought to the attention on issuing body and Institute of Chartered Accountants of Nepal. This is
under review and will be effective after this has been resolved.

Property, Plant and Equipment

Recognition of Property, Plant and Equipment

Property and equipment, including owner-occupied property, is stated at cost, excluding the costs
of day-to-day servicing, less accumulated depreciation and accumulated impairment losses.
Replacement or major inspection costs are capitalized when incurred, if it is probable that future
economic benefits associated with the item will flow to the entity and the cost of the item can be
measured reliably.

Depreciation is provided on a straight line basis over the estimated useful lives of the following
classes of assets:

Asset Class Estimated Useful Life

Furniture & Fixture Upto5 Years

Computer & Accessories Upto4 Years

Office equipment Upto4 Years

Motor Vehicle Upto5 Years

Leasehold Upto5 Years (not exceeding lease term)

Depreciation of these assets commence when the assets are available for use, which is generally on
commissioning and not when it is put to use. Items of Property, Plant and Equipment are depreciated
in a manner that amortizes the cost (or other amount substituted for cost) of the assets after
commissioning, less its residual value, over their useful lives on a Straight Line basis and recognized
as an expense in the statement of profit or loss.
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The assets’ residual values, and useful lives and method of depreciation are reviewed and adjusted,
if appropriate, at each financial year end and adjusted prospectively.

An item of property and equipment is derecognized upon disposal or when no further future economic
benefits are expected from its use or disposal. Any gain or loss arising on de-recognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the
asset) is included in the statement of profit or loss in the year the asset is derecognized.

1.1.2 Impairment of property, plant and equipment

The company applies NAS 36 Impairment of Assets to determine whether it's asset have impaired.
For the purpose of determination of Impairment Loss, the company treats each reportable segment
as a separate Cash Generating Unit.

Any indication giving rise to circumstances that require a detailed impairment test has not occurred
during the period and consequently no impairment loss has been charged on the company’s property
plant and equipment as on 32"Ashad 2075.

The Company assesses at each reporting date whether there is an indication that an asset may
be impaired. If any indication exists, or when annual impairment testing for an asset is required,
the Company estimates the asset's recoverable amount. An asset’s recoverable amount is the
higher of an asset’s or cash-generating units (CGU) fair value less costs to sell and its value in
use. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset.
In determining fair value less costs to sell, an appropriate valuation model is used.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased.

Capital Work in Progress

These are expenses of capital nature directly incurred in the construction of buildings, major plant
and machinery and system development, awaiting capitalization. Capital work-in-progress would
be transferred to the relevant asset when it is available for use, i.e. when it is in the location and
condition necessary for it to be capable of operating in the manner intended by management. Capital
work-in-progress is stated at cost.

2.3. Intangible assets
Basis of recognition

Company’s intangible asset comprise of accounting, policy servicing, human resource and
administration related software which have been separately acquired and therefore measured on
initial recognition at cost less any accumulated amortization.

Subsequent Expenditure

Subsequent to initial recognition, the intangible asset is carried at cost less accumulated amortization
and accumulated impairment losses.

Subsequent expenditure on intangibles are capitalized only when it increases the future economic
benefits embodied in the specific asset to which it relates. All other expenditure is charged to the
statement of profit or loss when incurred.

Amortization

Software (Intangibles) has been classified as having definite useful life and areamortized over
estimated useful life of concerned software. Estimation of the useful life is reviewed at each financial
year end and changes in the expected useful life or the expected pattern of consumption of future
economic benefits embodied in the asset are considered to modify the amortization period or
method, as appropriate, and are treated as changes in accounting estimates

Amortization expense on intangible assets with finite lives is recognized in the statement of profit or
loss in the expense category consistent with the function of the intangible asset.
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2.4.

2.5.

Amortization is calculated using the straight-line method to write down the cost of intangible assets to
their residual values over their estimated useful lives. Estimated useful life of the software currently
owned by the company has been determined at 5 years.

De-recognition

An intangible asset is de-recognized on disposal or when no future economic benefits are expected
from it. The gain or loss arising from de-recognition of such intangible assets is included in the
statement of profit or loss when the item is de-recognized.

Impairment

An impairment review is performed whenever there is an indication of impairment. When the
recoverable amount is less than the carrying value, an impairment loss is recognized in the statement
of profit or loss.

Assessment of impairment

The management has assessed potential impairment indicators of Intangible assets as at 32 Ashad
2075. Based on the assessment, impairment indicators were not identified.

Deferred Tax

Deferred tax is provided using the liability method on temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes. Deferred tax liabilities are recognized for all taxable temporary differences, except;

a) When the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss.

b) In respect of taxable temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred Tax Assets and Deferred Tax liabilities

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused
tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilized except where the deferred tax asset relating to the deductible
temporary difference arises from the initial recognition of an asset or liability in a transaction that is
not a business combination and, at the time of the transaction, affects neither the accounting profit
nor taxable profit or loss.

Carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred income tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each
reporting date and are recognized to the extent that it has become probable that future taxable profit
will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside the statement of profit or loss is recognized
outside statement of profit or loss. Deferred tax items are recognized in correlation to the underlying
transaction either in other comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set-
off current tax assets against current income tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.
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2.6. Financial Assets

As per NFRS 9 Financial instrument are classified into following types;

a) Financial investment measured at amortized cost

b) Financial investment at fair value through other comprehensive income. (FVOCI).
c) Financial instrument at fair value through profit and loss (FVTPL)

d) Other financial Asset

A. Financial investment measured at amortized cost

Financial assets at amortized cost include those non derivative financial assets (debt instruments)
that are held by the entity for long term purpose and intend to hold till maturity.

Financial assets classified as measured at Amortized Cost include a) Loans to Employees b)Loan
to agents c) Policy Loansand Investment in Fixed Deposits. These assets have been classified as
Financial Assets Measured at Amortized Cost as these assets are held with an objective to collect
their contractual cash flows rather than to sell the assets prior to their contractual maturity dates
(business model test), and the contractual terms of these financial assets give rise to cash flows that
are solely payments of principal & interest (SPPI) on the outstanding principal amount.

a) Theassetis measured atthe amount recognized at initial recognition minus principal repayments,
plus or minus the cumulative amortization of any difference between that initial amount and the
maturity amount, and any loss allowance. Difference between amortized cost of loan and book
value at the time of initial recognition has been recognized as Deferred Employee Benefit Cost.
Interest income on the amortized cost of the loan using effective interest rate has been included
under investment income with corresponding amount being expenses as employee benefit cost.

b) As agentloans have been disbursed at the year end, the effect of interest has not been computed
for the current year. The difference between amortized cost of agent loan and book value at the
time of initial recognition has been recognized as Deferred Agent Costs.

c) Policy loans and Term (Fixed) deposits maintained with banks carry interest rates equivalent to
market interest rates and therefore their amortized cost is (substantially) equal to the book value
of the concerned financial asset at initial recognition.

Income (interest) on financial assets measured at Amortized Cost is recognized in the profit or loss
for the period under Investment Income.

Impairment of financial investment carried at amortized cost

If there is objective evidence that an impairment loss on assets carried at amortized cost has been
incurred, the amount of the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows (excluding future expected
credit losses that have not been incurred) discounted at the financial asset’s original effective interest
rate. The carrying amount of the asset is reduced and the loss is recorded in the statement of Profit
or Loss.

The Company first assesses whether objective evidence of impairment exists individually for financial
assets that are individually significant, and individually or collectively for financial assets that are not
individually significant. If it is determined that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, the asset is included in a group of
financial assets with similar credit risk characteristics and that group of financial assets is collectively
assessed for impairment. Assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognized are not included in a collective assessment of
impairment. The impairment assessment is performed at each reporting date.

If, in a subsequent period, the amount of the impairment loss decreases and that decrease can
be related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed. Any subsequent reversal of an impairment loss is recognized
in the statement of profit or loss, to the extent that the carrying value of the asset does not exceed
its amortized cost at the reversal date.

There has been no impairment of financial assets measured at amortized cost for the reporting
period.
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B. Financial investment at fair value through other comprehensive income
Recognition of Financial investment at fair value through other comprehensive income

The company classifies debt instruments that meet the cash flow characteristic tests (SPPI) those
are not designated at Fair Value through Profit or Loss (FVTPL) as Financial Assets at Fair Value
through Other Comprehensive Income (FVTOCI) if it is held with an objective to hold in order to
collect contractual cash flows and sell the financial assets.

Impairment of financial investment at fair value through OCI

If a fair value through OCI financial asset is impaired, an amount comprising the difference between
its costs (net of any principal repayment and amortization) and its current fair value, less any
impairment loss previously recognized in other comprehensive income, is transferred from equity
to the statement of profit or loss. Reversals in respect of equity instruments classified as fair value
through OCI are not recognized in the statement of profit or loss.

Reversals of impairment losses on debt instruments classified at fair value through OCI are
reversed through the statement of profit or loss, if the increase in the fair value of the instruments
can be objectively related to an event occurring after the impairment losses were recognized in the
statement of profit or loss.

C. Financial investment at fair value through profit and loss
Recognition of financial investment at fair value through profit and loss

Financial assets at fair value through profit or loss include financial assets held for trading and those
designated upon initial recognition at fair value through profit or loss. Investments typically bought
with the intention to sell in the near future are classified as held for trading. Attributable transaction
costs are recognized in the statement of profit or loss as incurred. These investments are initially
recorded at fair value. Subsequent to initial recognition, they are re-measured at fair value.

Dividend income and gain/loss on disposal of financial assets measured at FVTPL are recognized
in profit or loss for the period.

The company does not hold any debt instruments that meet the above criteria and has not designated
any of the equity investments to be measured at FVTPL.

Fair Value of Financial Investment

Where the fair values of financial assets and financial liabilities recorded in the statement of financial
position can be derived from active markets, they are derived from observable market data. However,
if this is not available, judgment is required to establish fair values.

The financial assets and financial liabilities of the company are recognized at fair value. Fair value
of the financial assets is determined on the basis of fair value hierarchy.

Determination of fair values of financial assets and financial liabilities recorded on the statement of
financial position for which there is no observable market price are determined using a variety of
valuation techniques that include the use of mathematical techniques. The inputs to these models
are derived from observable market data where possible, but if this is not available, judgment is
required to establish their fair values.

The Company uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technique:

* Level 1: Listed/quoted (adjusted) prices in active markets for identical instruments are available.
The Company measures the fair value of a financial instrument using active listed/quoted prices or
dealer price quotations and managers buying price. A financial instrument is regarded as quoted
in an active market if quoted prices are readily and regularly available from an exchange, dealer,
broker, industry group, pricing service or regulatory agency and those prices represent actual and
regularly occurring market transactions on an arm’s length basis.

* Level 2: Other techniques for which all inputs which have a significant effect on the recorded fair
value are observable, either directly or indirectly. This category includes instruments valued using;
guoted market prices in active markets for similar instruments; quoted prices for identical or similar
instruments in markets that are considered less than active; or other valuation techniques in which
all significant inputs are directly or indirectly observable from market data.
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* Level 3: Techniques which use inputs which have a significant effect on the recorded fair value that
are not based on observable market data. Non-market observable input means that fair values are
determined, in whole or in part, using a valuation technique (model) based on assumptions that are
neither supported by prices from observable current market transactions in the same instrument, nor
are they based on available market data.

D) Other Financial Asset

Financial Asset other than financial asset at amortized cost, financial asset at fair value through
other comprehensive income, financial asset at fair value through profit & loss and cash & equivalent
is categorized as other financial asset. These assets include accrued income on bank deposits and
loans.

Impairment of other Financial Asset

Company assesses recoverability of other financial asset and when it becomes doubtful for the
recovery, company impair these financial assets as bad debt.

De-recognition of financial assets

De-recognition is the removal of a previously recognized financial asset (or financial liability) from an
entity’s statement of financial position. In general, NFRS 9 criteria for de-recognition of a financial
asset aim to answer the question whether an asset has been sold and should be derecognized or
whether an entity obtained a kind of financing against this asset and simply a financial liability should
be recognized.

De-recognition criteria in NFRS 9 should be applied to a part of an asset if, and only if, the part being
considered for de-recognition meets one of the following three conditions:

1. The part comprises only specifically identified cash flows from a financial asset or a group of
similar financial assets.

2. The part comprises only a fully proportionate (pro rata) share of the cash flows from a financial
asset or a group of similar financial assets.

3. The part comprises only a fully proportionate (pro rata) share of specifically identified cash flows
from a financial.

2.7. Offsetting of the financial assets and financial liabilities

Afinancial asset and a financial liability shall be offset and the net amount presented in the statement
of financial position only when an entity:

a) Currently has a legally enforceable right to set off the recognized amounts; and intends either to
settle on a net basis, or to realize the asset and settle the liability simultaneously.

b) Entities are required to offset financial assets and financial liabilities in the balance sheet when
the criteria for setoff are met and to qualify for offsetting, all of the counterparties to the contract must
currently have a legally enforceable right of setoff.

2.8. Current tax assets and current tax liabilities

Current tax assets of the company include the amount of advance income tax paid to the Inland
Revenue department and tax deducted at source (TDS). Similarly,current tax liabilities include
income tax provision made for the year.

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to Inland
Revenue Department in respect of the current year, using the tax rates and tax laws enacted or
substantively enacted on the reporting date and any adjustment to tax payable in respect of prior
years.

Current tax assets and current tax liabilities are shown in net in statement of financial position of the
company as there exist condition to setoff both of the assets and liabilities as permitted by NAS 12.

2.9. Other Non-Financial Asset

Assets other than financial assets have been classified as non-financial assets.Broad headings
under this classification include Property & Equipment, Intangible Assets, Advances and Prepaid
Expenses.
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2.10.

2.11.

Cash and Cash Equivalent

Cash and cash equivalent in the statement of financial position comprise cash at banks and in hand
and short-term deposits with a maturity of three months or less, which are subject to an insignificant
risk of changes in value net of any provision.

Insurance Contract Liabilities
Provision for unexpired risk reserve (URR)

As per the requirement of the regulator (Beema Samiti), insurance companies need to create fund
for unexpired risk in an amount:

a) Not less than the higher of the amount determined through actuarial valuation &50% of Net
Premium collected in case of term insurance contracts (without participatory & savingsfeatures)
withcoverage of one year or less; or

b) Not less than the higher of the amount determined through actuarial valuation & proportion
of unearned Net Premium based on time proportion left to maturity in case of single premium
based term insurance contracts (without participatory & savings features) with coverage period
of more than 1 year from issuance date.

As the company’s term insurance products only include those under (b), the URR calculation under
unexpired time proportion comes to Rs. 150,528,000

The company has conducted actuarial valuation of its liability with respect to term insurance contract
(without participatory & savings features) through an independent actuary. The actuarial valuation of
term insurance contract liability (without participatory & savings features)had made an assessment
of the URR in an amount ofRs. 148,280,671.

Therefore, as per the regulatory requirements, the company has maintained its Insurance Contract
Liability on account of term insurance contracts (without participatory & savings features) at Rs.
150,528,000.

Actuarial Assumptions used for Unexpired Risk Reserve Computation
a. Interest: 6% per annum

b. Mortality: Nepalese Assured Mortality Table 2009. Considered 80%of the Nepalese Assured Life
Mortality Table 2009 to value the benefitsunder this portfolio.

c. Morbidity: UK Ciritical Iliness Basic Table, 2002. Morbidity is considered at 15% of the table.

d. Maintenance expenses: 1% of premium per annum. Inflation at the rate of 4% p.a. has also
been considered.

e. Claim expenses: NPR. 500 per claim.

f.  Valuation Method: Gross Premium Method allowing credit for reinsurance as per reinsurance
norms

g. Reserve (Net of Re-insurance) Details (Rs.):
Base Critical lliness Incurred But Not Reported (IBNR) Total
128,024,193 16,956,478 3,300,000 | 148,280,671

Provision for gross outstanding claims

The actuarial valuation of insurance contract liabilities include, based on actuarial assumptions
stated above, all liabilities (including lodged claims and expected claims and related claim handling
costs) that the company needs to bear on account of insurance contracts entered. However, in
addition to the actuarial assessment of liability, BeemaSamiti under the provisions of the Insurance
Act 2049 requires the company to maintain a liability on account of claims that are outstanding
at the year end at the rate of 115% of the claim amount. Gross provision for outstanding claim is
separated from the hundred and fifteen percentage. Actuarial valuation is required for the calculation
of liabilities for gross outstanding claim provision.

Life Insurance Contract Liabilities

Life insurance contract liabilities are recognized when insurance contracts are entered into and
premiums are charged. These liabilities are determined using the gross premium method for each
insurance contract in force. The liability is determined as the sum of the discounted value of the
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expected future benefits, claims handling and policy administration expenses and investment income
from assets backing such liabilities, which are directly related to the contract, less the discounted
value of the expected premiums that would be required to meet the future cash outflows based on
the valuation assumptions used. Changes in the liabilities at each reporting date are recorded in the
statement of profit or loss as ‘Gross change in contract liabilities’. The liability is derecognized when
the contract expires, is discharged or cancelled.

Liability adequacy test
NFRS 4 requires the insurance company to determine their business liabilities using the actuaries.

A Liability Adequacy Test (LAT) as prescribed in NFRS 4 is similar to Actuary Valuation as per existing
valuation framework under the Insurance Act 2049 and was performed by Mr. NavinVishwanathlyer,
a professional actuaries as at 32 Ashad 2075as required by NFRS 4 - Insurance Contracts in order
to assess the adequacy of the carrying amount of the provision for unexpired risk, outstanding
claim, Appropriation for shareholders and Life Fund. The valuation is based on actuarial methods
prescribed in Insurance Act and directives. According to the report issued by consultants, the liability
carried forward by the Company was not adequate.

At each reporting date, the Company reviews its unexpired risk and carrying amount of Insurance
Fund and a liability adequacy test is performed to determine whether there is any overall excess
of expected claims and deferred acquisition costs over unearned premiums. This calculation uses
current estimates of future contractual cash flows after taking account of the investment return
expected to arise on assets relating to the relevant to life insurance technical provisions. If these
estimates show that the carrying amount of the Life Fund and unearned premiums is inadequate,
the deficiency is recognized in the statement of profit or loss by setting up a provision for liability
adequacy.

Following are the assumption used by actuaries for the calculation of Insurance Contract liabilities,
Life Fund and distributable surplus of the Company as required by NFRS 4:

a. The Accounting policy for Liability testing including the frequency and nature of testing
Response:

The liability is computed as per the actuarial valuation directive for life insurance business 2065. The
statutory liability is computed on a yearly basis, at the end of every financial year.
b. The cash flow considered

The various benefits considered include Death Benefit, Survival Benefit and Maturity Benefit. Cash
flows are projected in accordance with the product specifications for each plan.

Death related cash flows are projected for protection plans, whereas both death, survival and maturity
benefit related cash flows are projected for endowment and/or anticipated endowment products.

Similarly, survival benefits and other benefits are projected in accordance with the product
specifications.

Reinsurance cash-flows are not considered for the purpose of reserving for the with-profits business.

For reserves w.r.t riders and extra premiums for the participating (with-profits) business — one year’s
premium has been set aside as reserves.

For the Single premium protection (foreign employment) business, reinsurance credit has been taken
into account in line with the reinsurance treaty. The reinsurance treaty provides for 30% cession for
the base plan and no cession for Critical illness rider.

c. Valuation method and assumptions

Policy by policy Liability are computed using Gross Premium Method as prescribed by Beema Samiti
for the base products. For Riders and Extra premium, the one year’s premium is held as a reserve.

d. The discounting policy

As mentioned above, the relevant cash flows for each policy are discounted using the valuation
interest rates. Discounting is done on an annual basis.
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2.12.

2.13.

2.14.

2.15.

e. Aggregation practices

It may be noted that the reserves are computed separately for each policy. The results are then
presented by product, policy status etc.

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive)
as a result of a past event, and it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the amount
of the obligation. Where the Company expects some or all of a provision to be reimbursed, the
reimbursement is recognized as a separate asset but only when the reimbursement is virftually
certain. Expense relating to any provision is presented in the statement of profit or loss net of any
reimbursement.

If the effect of the time value of money is material, provisions are discounting using a current pre-tax
rate that reflects, where appropriate, the risks specific to the liability. Where discounting is used, the
increase in the provision due to the passage of time is recognized as a finance cost.

Revenue Recognition Policy

The company applies accrual basis of accounting for the recognition of revenue which includes the
premium income, commission income and investment income (interest, dividends) in accordance
with the requirement of the NAS 18.

Premium is recognized on cash basis.

Gross premiums on insurance contracts

NFRS 4 - Insurance Contracts, requires contracts written by insurer to be classified as either
‘Insurance contracts’ or ‘Investment contracts’ depending in the level of insurance risk transferred.

Insurance contracts are those contracts when the Company (the insurer) has accepted significant
insurance risk from another party (the policyholders) by agreeing to compensate the policyholders, if
a specified uncertain future event (the insured event) adversely affects the policyholders.

As a general guideline, the Company determines whether it has significant insurance risk, by
comparing benefits paid with benefits payable, if the insured event did not occur. Insurance contracts
can also transfer financial risk.

All the products sold by the Company are insurance contracts therefore, classified as insurance
contracts under the NFRS 4 - Insurance Contracts. Thus, the Company does not have any investment
contracts within its product portfolio as at the reporting date.

Once a contract has been classified as an insurance contract, it remains an insurance contract for
the remainder of its lifetime, even if the insurance risk reduces significantly during this period, unless
all rights and obligations are extinguished or expire.

Revenue recognition of gross written premium

Gross premium (GP) represents the premium charged by the Company to underwrite risks. GP
is accumulated by company for use to reinsurance its risks and park the fund in designed assets
category as prescribed in Insurance Act for Life applicable for Life Insurance Companies and Actuary
determines how much of revenue from Investment from Premium to be recognized in Statement of
Profit or Loss for appropriation to Shareholders, bonus to Policyholders and transfer to Insurance
Fund.

Premiums ceded to reinsurers on insurance contracts
Recognition of premium ceded to reinsurers

Company’s gross reinsurance premium expense is reduced from Gross Insurance premium received
during the year and presented as net in Statement of Profit or Loss.
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2.16. Interest income

Interest income is recognized in the statement of profit or loss as it accrues and is calculated by
using the effective interest rate method. The effective interest rate is the rate that exactly discounts
the estimated future cash receipts or payments through the expected life of the financial asset or
liabilities (or, where appropriate, a shorter period) to the carrying amount of the financial asset or
liabilities. When calculating the effective interest rate, the Company estimates future cash flows
considering all contractual terms of the financial instrument, but not future credit losses. The
calculation of the effective interest rate includes all transaction costs and fees and points paid or
received that are an integral part of the effective interest rate. Transaction costs include incremental
costs that are directly attributable to the acquisition or issue of a financial asset or liability.

2.17. Dividend Recognition policy

Dividend income is recognized in the financial statements as income when the right to receive has
been established as per the provisions of NAS 18.

2.18. Employee Benefits
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 recognized for the amount expected to be paid under
short-term cash bonus or profit-sharing plans if the Company has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the obligation
can be estimated reliably.

2.19. Retirement Benefits Obligations
A. Defined Contribution Plans

A Defined Contribution Plan includes post-employment benefit plan under which an entity pays fixed
contribution into a separate institution (or own fund) and will have no legal or constructive obligation
to pay further contributions if the fund does not hold sufficient assets to pay all employee benefits
relating to employee services in the current and prior periods, as defined in Nepal Accounting
Standards — NAS 19 (Employee Benefits).

The company currently operated defined contribution plans only which includes Provident Fund
Contribution of 10% and Gratuity contribution of 8.33%. These contributions are deposited
to retirement funds and expensed in the statement of profit or loss for the period in which such
contribution becomes payable

B. Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan as
per Nepal Accounting Standards — NAS 19 (Employee Benefits

a) Leave
NAS 19 requires actuarial valuations for Leave encashment. Actuarial valuations have been carried
out to determine the amount of Accumulated leave.

Actuarial Assumption for Leave Encashment

Particulars FY 2074-75 FY 2073-74

Discount rate (%) 8% 0%

Salary escalation rate 5% 0%

Mortality Nepali Assured Lives Mortality Nepali Assured Lives Mortality
(2009) (2009)

Employee Turnover Rate 5% 0%

Retirement age 65 Year
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2.20.

2.21.

Maturity Profile-Future Expected Payment (2074-75)

Expected Cash Flows on Gratuity Sick Leave Home Leave
<=1 51,140 56,772
2-5 204,095 226,586
6-10 254,720 282,826
11-15 275,010 307,187
Above 15 1,340,740 1,478,508

Funded Status of Leave Benefit: Non- Funded

Current and Non-Current Liability (2074-75)

Particulars Sick Leave Home Leave

Current Liability 51,140 56,772

Non-Current Liability 618,885 687,267
Leases

The determination of whether an arrangement is a lease, or contains a lease, is based on the
substance of the arrangement at the inception date and requires an assessment of whether the
fulfillment of the arrangement is dependent on the use of a specific asset (or assets) and the
arrangement conveys a right to use the asset (or assets), even if that asset is (or those assets are)
not explicitly specified in an arrangement.

CLIC as alessee

A lease is classified at the inception date as a finance lease or an operating lease. Leases that do
not transfer substantially all of the risks and rewards of ownership of an asset to the Company are
classified as operating leases.

Operating lease payments are recognized as an expense in the statement of profit or loss on a
straight line basis over the lease term.

Segment Reporting

The company, as per the provisions of NFRS 8 — Operating Segments, is not required mandatorily
to present segment information.However, the company has opted for segment reporting of its
statement Profit or Loss only.

The company has determined following business as reportable segments;
a) Endowment

b) Money Back Policy

c) Endowment and Whole life Policy

d) Term Policy

Segment Reporting includes the total profit distribution of the company to all its line of business.
The premium income, reinsurance premium expense, gross claim and claim ceded to reinsurer,
outstanding claim, other direct expenses and income, fee and commission income, investment
income, other operating and administrative expenses are allocated to each line of business as
per the proportion of premium income generated by each segment which is equivalent to segment
reporting methods opted under previous GAAP (and the NAS).
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2.22.  Significant Accounting Judgments, Estimates and Assumptions

The preparation of Financial Statements in conformity with Nepal Financial Reporting Standards
including Nepal Accounting Standards requires the management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised and in any future periods

affected.
As per our attached report of even date
Dip Bahadur B.C. Poshak Raj Paudel Pradeep Jung Pandey C.S. Deo, FCA
Chief Financial Officer =~ Chief Executive Officer Chairman Partner
Deoki Bijay & Co.
Chartered Accountants
Dip Prakash Panday Manoj Karki Mahesh Swar
Director Director Director

Sumit Kumar Agrawal Indra Prasad Karmacharya
Director Independent Director

Date: 2076.03.27

Kathmandu
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