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FINANCIAL
HIGHLIGHTS

First Premium (Rs. in Lakh):

9,000
8,000
7,000

6,000

5,000
4,000
3,000
2,000
1,000

i 2074/075 2075/076 2076/077 2077/078 2078/079 (Q2)

= Endowment

= Money Back

= Endowment cum Whole Life
= Term Life

Total Premium (Rs. in Lakh):

14,000

12,000

10,000

8,000

6,000

4,000

2,000

= Endowment

= Money Back

# Endowment cum Whole Life
u Term Life

Jall

2074/075  2075/076 ~ 2076/077  2077/078  2078/079 (Q2)

Net Profit (Rs. in Lakh):

4,000

3,500
3,000
2,500
1,500
1,000

500

2074/075 2075/076 2076/077 2077/078

Net Worth Per Share:

200.00

150.00

100.00

50.00

2074/075 2075/076 2076/077 2077/078




FINANCIAL HIGHLIGHTS

Investments (Rs. in Lakh):

80,000
70,000
60,000
50,000
40,000
30,000
20,000

10,000

= Short Term Investment
= Long Term Investment
= Total Investment

2074/075 2075/076 2076/077 2077/078  2078/079 (Q2)

Life Fund (Rs. in Lakh):

60,000
50,000 48,872
40,000
30,000
20,000

10,000

2074/075 2075/076 2076/077 2077/078  2078/079 (Q2)

Management Expense Ratio:

Solvency Margin:

3.00
40.00%
32.12% 240 ____E.'?‘9
30.00% 29.70% ff_‘l?-— —
25.23% =t
1.80 -
—
20.00% 18.50% 130_—"
15.05% 1.20 :
10.00%
0.60
0.00% _
2074/075 2075/076 2076/077 2077/078 2078/079 (Q2) 2074/075 2075/076 2076/077
#Agents: #Policies:
48,000 250,000
221,692
204,372
38,115 2
40,000 200,000
32,000
150,000
24,000
100,000
16,000
55,445
8,000 10,005 50,000

3,085

2074/075 2075/076 2076/077 2077/078 2078/079 (Q2)

2074/075 2075/076 2076/077 2077/078 2078/079 (Q2)
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House No.451

Ward No.4, Sukedhara
Kathmandu, Nepal

Tel : 00977-01-4439445

E-mail: ca.dbenepal@gmail.com

Deoki Bijay & Co.
Chartered Accountants

ICAN Firm Regn. No. 14
TPIN 500074651

Independent Auditors’ Report

to the Shareholders’ of
Citizen Life Insurance Company Limited

Opinion

We have audited the accompanying financial statements of Citizen Life Insurance Company Limited, which
comprise Statement of Financial Position as at Ashad 31, 2077 (15" July, 2020), Statement of Profit or Loss,
Statement of Other Comprehensive Income, Statement of Cash Flows and Statement of Changes in Equity
for the year then ended, and a summary of significant accounting policies and explanatory information.

In our opinion, the accompanying financial statements read together with significant accounting policies and
notes to the accounts forming part of the accounts present fairly, in all material respects, the financial
position of the Company as on Ashad 31, 2077 (15" July, 2020), its financial performance, changes in equity
and cash flows for the year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in the
audit of the financial statements of the current period. These matters were addressed in the context of the
audit of the financial statements, as a whole and in forming our opinion thereon, we do not provide a
separate opinion on these matters. We have determined the matters described below to be the key audit
matters to be communicated in our report.

S.N. Key Audit Matters

1. | Valuation of investments at amortized cost
and measured at fair value through OCI:

Investment of the Company comprises of
investment in quoted /unguoted equity
instruments and fixed deposits of various
banks and financial institutions. 2

How the matters were addressed in our Audit

Our Audit procedures on valuation of
investment included:

1. We tested the design, implementation, and
operating effectiveness of key controls over
valuation process of investments.

. Review of investments of the company and

Valuation of the aforesaid securities have
been done in accordance with NAS 39 read
with NFRS 9. The investment in fixed deposit
and debentures is recognized at Amortized
Cost whereas investments in equity
instruments quoted and unquoted are valued
at Fair Value through Other Comprehensive

Income on the reporting date.

. Assessment of the business model adopted

its valuation in accordance with NFRS.

by the management and the nature of
expected cash flow of the investments based
on available evidence/ circumstances and
ensured that classification of investment is
commensurate with nature of cash flows and
management intention of holding the
investments.
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S.N.

Key Audit Matters

How the matters were addressed in our Audit

Given the varieties of treatments
recommended for valuation of investment
based on investment objective targeted by the
management, nature of cash flows, complexity
of calculations and significance of amount
involved in such Investments and thus we
have considered it as a Key Audit Matter in
our audit.

4. For the investment's valuation at amortized
cost, we have verified the Accrued Interest,
amortization schedule on test basis and
required impairment.

5. For Investments (quoted) valued through
OCl, we reviewed the fair value considering
the closing price in NEPSE as on the
reporting date.

Our Results:

Based on work carried out as above, we

considered the wvaluation of Investments at

amortized cost and measured at fair value
though OCI to be acceptable.

Underwriting and Premium collection from
Policies:

Nature of life insurance risk is related to
human being. Entire policy risk of the
company and premium collected depends on
the assessment of life risk of the insured and
adequate policy premium collection.

Premium income comprises major part of
operations which is recorded on issue of the
policy as prescribed by the directives of
Insurance Board. Estimation of premium
computation, Insurance contract liabilities and
appropriation for life fund and their accounting
can be right only if the factors involved are
incorporated in the system and extracted
correctly from the system.

Our audit procedures on recognition of premium

income included:

1. Obtaining clear understanding of the process
of issuing the policies as per directives
issued by the Insurance Board and
understanding the process of booking such
premium inflow/income.

2. Tested the design, implementation, and
operating effectiveness of key controls over
revenue recognition.

3. Verified underwriting documents and
premium calculation thereon as per
regulatory requirements and internal policies
of the company on sample basis along with
premium receipt, verified premium ceded as
per Reinsurance agreement/treaty with
Reinsurers.

4. Verified unearned premium reserve as
assessed by appointed actuary in his
actuarial valuation report related to certain
life policies.

Our results:

Based on work carried out as above, we

considered the premium recognition to be

acceptable.

Information Technology Controls:

IT controls include recording of transactions,
generating reports in compliance with
reporting requirement of Insurance Board and
other compliances to regulators is an
important part of the process Hence the
company's financial and reporting processes
are highly dependent on the effective working
of Core Insurance Software.

Our Audit procedures on Information
Technology Controls included:

1. Understanding the Core Insurance Software
and other allied systems used by the
company for accounting and reporting
purposes and control.

2. Understanding the process of feeding data in
the system and conducting a walkthrough of
the extraction of the financial information and
statements from the IT systems existing in

the company.
SLIAY
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S.N. Key Audit Matters How the matters were addr d in our Audit

We have considered this as a key audit matter | 3. Walkthrough of access control of the users.
as any control lapses, validation failures, | 4 Reviewing the reports generated by the
incorrect input data and wrong extraction of system on sample basis.

data may result in Incorrect reporting to the
management, shareholders, and regulators.

Our Results:

Based on work carried out as above, we
considered the controls in the Information
technology to be acceptable.

4. | Reliance on Appointed Actuary Report: We have relied on the computation of

Nature of life insurance business is such that | Provisioning  for  life  fund/outstanding
major part of provisioning for life fund/ liabilities/distribution to shareholders and bonus

appropriation from premium receiptiother | to policyholders done by Actuary and have
income from investment to shareholders' | Verified related accounting in the books.

fund/bonus distribution to policyholders are | Our Results:

assessed and computed by Actuary. Based on work carried out as above, we
considered the accounting is in line with actuary
report

Other Information

The directors are responsible for the other information such as "Report of Board of Director's/Chairman's
Statement Financial Statement Summary " to be presented in the Annual Report and Accounts for
FY 2076/77 (2019-20) of the Citizen Life Insurance Company Limited. Our opinion on the Financial
Statements does not cover the other information and, accordingly, we do not express an audit opinion or,
except as explicitly stated above, any form of assurance conclusion thereon. Our responsibility is to read the
other information and, in doing so, consider whether, based on audit work done by us on financial statement,
the information therein is materially misstated or inconsistent with the Financial Statements.

However, we have not received other information to be part of Annual Report.
Responsibilities of Management and those charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Nepal Financial Reporting Standards (NFRS), and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatements, whether due to fraud or error,

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

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

Auditors’ Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors' report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with NSAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decision of users taken on the basis of these financial
statements.
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As part of an audit in accordance with NSAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

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

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

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

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

We communicate with those charged with goverance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

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

i,

vii.

viii.

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

In our opinion, the financial statements have been prepared in accordance with the provision of
Companies Act, 2063 and conform to the books of accounts of the Company.

The accounts and records of the Company have been maintained as required by prevailing law.

To the best of our information and according to the explanations given to us and from our
examination of the books of accounts of the Company necessary for the purposes of the audit, we
have not come across cases where the management group or any employees of the Company have
acted contrary to legal provisions relating to accounts, or committed any misappropriation or caused
loss or damage to the company.

We have not come across any fraudulence in the accounts, so far as it appeared from our
examination of the books of accounts.

To the best of our knowledge, Company has maintained Life Fund, and other mandatory reserves in
line with directives issued by Insurance Board.

We did not obtain any information indicating engagement of the company in activities other than
insurance business as approved/licensed by the Insurance Board.

We did not obtain any information indicating company's activities which is prejudicial to the interest
of the insured.

The company has acted as per directives of Insurance Board.

9z
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x. We did not obtain any information indicating issuance of insurance policy other than as approved by
Insurance Board.

xi. It appears that all the financial and other information/subject matters which is required to be
informed to the shareholders as per prevalent laws has been provided to the shareholders.

xii. To the best of our knowledge, the company is eligible and capable to bear its long term liabilities
from the assets of the company.

xiii. The internal control system implemented by the company is found to be effective.

C.S. Deo, FCA
Partner
For: Deoki Bijay & Co.
Chartered Accountants
UDIN 211231CAQ0318pH4gy

Kathmandu
Date: 2078.09.15
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Citizen Life Insurance Company Limited

Statement of Financial Position

As At Ashadh 31st, 2077 (15th July, 2020 )

Fig. in NPR
Particulars Notes Current Year Previous Year
Assets
Intangible Assets 4 3,187,353 3,645,003
Property, Plant and Equipment 5 69,097,863 70,921,479
Investment Properties 6 - -
Deferred Tax Assets 7 221,181,723 79,061,480
Investment in Subsidiaries 8 - -
Investment in Associates 9 - -
Investments 10 3,750,529,506 2,644,106,544
Loans 11 143,013,602 48,033,924
Reinsurance Assets 12 74,866,800 -
Current Tax Assets (Net) 21 110,027,536 61,436,462
Insurance Receivables 13 - 33,737,711
Other Assets 14 12,655,889 7,308,806
Other Financial Assets 15 58,190,003 20,817,612
Cash and Cash Equivalents 16 301,534,711 188,973,010
Total Assets 4,744,284,986 3,158,042,032
Equity & Liabilities
Equity
Share Capital 17 (a) 1,750,000,000 1,750,000,000
Share Application Money Pending Allotment 17 (b) - -
Share Premium 17 (c) - -
Catastrophe Reserves 17 (d) 59,596,236 32,796,873
Retained Earnings 17 (e) 317,204,964 222,564,431
Other Equity 17 () 228,205,955 84,683,897
Total Equity 2,355,007,155 2,090,045,201
Liabilities
Provisions 18 21,209,927 10,202,978
Gross Insurance Contract Liabilities 19 2,057,460,965 893,023,628
Deferred Tax Liabilities 7 - -
Insurance Payables 20 37,904,173 22,238,982
Current Tax Liabilities (Net) 21 - -
Borrowings 22 1,457,346 -
Other Financial Liabilities 23 222,705,230 113,213,252
Other Liabilities 24 48,540,190 29,317,991
Total Liabilities 2,389,277,831 1,067,996,831
Total Equity and Liabilities 4,744,284,986 3,158,042,032

The accompanying notes form an integral part of these Financial Statements.

As per our attached

Poshak Raj Paudel report of even date

Chief Executive Officer

Pradeep Jung Pandey
Chairman

Dip Bahadur B.C.
Chief Financial Officer

C.S. Deo, FCA
Partner
Dip Prakash Panday Manoj Karki Mahesh Swar Deoki Bijay & Co.
Director Director Director Chartered Accountants

Indra Prasad Karmacharya
Independent Director

Sumit Kumar Agrawal
Director

Kathmandu
Date: 2078/09/15
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Citizen Life Insurance Company Limited
Statement of Profit or Loss
For The Year Ended Ashadh 31st, 2077
(For The Year Ended July 15th, 2020)

Fig. in NPR

Particulars Notes Current Year Previous Year
Income:
Gross Earned Premiums 25 1,857,970,532 1,058,132,547
Premiums Ceded 26 (11,749,030) (39,519,536)
Net Earned Premiums 27 1,846,221,502 1,018,613,011
Commission Income 28 1,625,189 2,819,544
Investment Income 29 339,740,149 254,814,637
Net Gains/ (Losses) on Fair Value Changes 30 - -
Net Realised Gains/ (Losses) 31 - 6,776,027
Other Income 32 411,834 (2,752,383)
Total Income 2,187,998,674 1,280,270,836
Expenses:
Gross Benefits and Claims Paid 33 149,579,050 50,494,383
Claims Ceded 34 (28,317,455) (13,407,065)
Gross Change in Contract Liabilities 35 1,061,962,581 516,423,194
Change in Contract Liabities Ceded to Reinsurers 35 (25,762,800) -
Net Benefits and Claims Paid 1,157,461,376 553,510,512
Commission Expenses 36 365,052,591 200,397,041
Service Fees 37 18,996,106 11,254,641
Employee Benefits Expenses 38 179,597,459 127,931,721
Depreciation and Amortization Expenses 39 15,326,109 16,442,671
Impairment Losses 40 1,522,454 -
Other Expenses 41 321,214,508 218,604,367
Finance Cost 42 536,886 3,037,983
Total Expenses 2,059,707,489 1,131,178,935
Net Profit/(Loss) For The Year Before Share of Net Profits of
Associates Accounted for Using Equity Method and Tax 128,291,185 149,091,901
Share of Net Profit of Associates accounted using Equity Method 9 - -
Profit Before Tax 128,291,185 149,091,901
Income Tax Expense 43 (140,753,314) (79,056,530)
Net Profit/ (Loss) For The Year 269,044,499 228,148,431
Earning Per Share 50
Basic EPS 15.37 13.04
Diluted EPS 15.37 13.04

The accompanying notes form an integral part of these Financial Statements.

Poshak Raj Paudel

Dip Bahadur B.C.
Chief Executive Officer

Chief Financial Officer

Manoj Karki
Director

Dip Prakash Panday
Director

Indra Prasad Karmacharya
Independent Director

Sumit Kumar Agrawal
Director

Kathmandu
Date: 2078/09/15
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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
Statement of Other Comprehensive Income
For The Year Ended Ashadh 31st, 2077

(For The Year Ended July 15th, 2020)

Fig. in NPR

Particulars

Current Year Previous Year

Net Profit/ (Loss) For The Year

269,044,499 228,148,431

Other Comprehensive Income

a) ltems that are or may be Reclassified to Profit or Loss
Changes in Fair Value of FVOCI Debt Instruments

Cash Flow Hedge - Effective Portion of Changes in Fair Value

Exchange differences on translation of Foreign Operation

Share of other comprehensive income of associates accounted for using
the equity method

Income Tax Relating to Above ltems

Reclassified to Profit or Loss

b) Items that will not be Reclassified to Profit or Loss
Changes in fair value of FVOCI Equity Instruments

Revaluation of Property, Plant and Equipment/ Intangible Assets
Remeasurement of Post-Employment Benefit Obligations

(5,467,717) 5,624,015

Share of other comprehensive income of associates accounted for using
the equity method

Income Tax Relating to Above ltems

1,366,929 (1,406,004)

c) Transfer to Insurance Fund (90% of Fair Value Gain & Acturial Gain)

18,244 (18,244)

Total Other Comprehensive Income For the Year, Net of Tax

(4,082,544) 4,199,767

Total Comprehensive Income For the Year, Net of Tax

264,961,955 232,348,198

The accompanying notes form an integral part of these Financial Statements.

As per our attached report

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

Sumit Kumar Agrawal Indra Prasad Karmacharya

Director Independent Director
Kathmandu

Date: 2078/09/15
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Citizen Life Insurance Company Limited
Statement of Cash Flows
For The Year Ended Ashadh 31st, 2077
(For The Year Ended July 15th, 2020)

Fig. in NPR

Particulars

Current Year

Previous Year

Cash Flow From Operating Actvities:

Cash Received
Gross Premium Received

1,960,463,532

1,164,983,547

Commission Received 1,625,189 3,121,092
Claim Recovery Received from Reinsurers 28,317,455 13,407,065
Realised Foreign Exchange Income other than on Cash and Cash Equivalents - -
Others (to be specified) - -
Cash Paid

Gross Benefits and Claims Paid (149,579,050 (50,494,383)
Reinsurance Premium Paid (47,712,528 (29,816,597)
Commission Paid (299,677,245 (180,955,903)

Service Fees Paid

(4,020,510)

Employee Benefits Expenses Paid
Other Expenses Paid

)
)
)
(11,649,837)
(178,340,827)

)

(110,349,001)
(263,340,092)

Others (to be specified)

(275,793,090

(6,922,255)

Income Tax Paid -

Net Cash Flow From Operating Activities [1] 1,027,653,599 535,612,964
Cash Flow From Investing Activities

Acquisitions of Intangible Assets - (621,500)

Proceeds From Sale of Intangible Assets
Acquisitions of Investment Properties

Proceeds From Sale of Investment Properties

Rental Income Received

Acquisitions of Property, Plant & Equipment

(13,044,843)

(23,618,714)

Proceeds From Sale of Property, Plant & Equipment
Payment for acquisition of Subsidiaries/ Investment in Subsidiaries

80,350

Investment in Associates
Receipts from Sale of Investments in Subsidiaries

Receipts from Sale of Investments in Associates
Purchase of Equity Instruments
Proceeds from Sale of Equity Instruments

(71,405,678)

(82,442,566)
76,122,220

Purchase of Mutual Funds
Proceeds from Sale of Mutual Funds

Purchase of Preference Shares
Proceeds from Sale of Preference Shares

Purchase of Debentures
Proceeds from Sale of Debentures

(872,485,000)

(196,171,000)

Purchase of Bonds
Proceeds from Sale of Bonds

Investments in Deposits
Maturity of Deposits
Proceeds from Finance Lease

(1,368,000,000)
1,200,000,000

(2,030,700,000)
1,642,500,000

Loans Paid 42,854,242 24,712,367
Proceeds from Loans (139,350,734) (64,523,435)
Interest Income Received 302,311,206 253,437,162
Dividend Received 3,107,903 1,631,555
Others (to be specified) - -
Other Income Received 545 234

Total Cash Flow From Investing Activities [2]

(916,012,358)

(399,593,329)

Cash Flow From Financing Activities

Interest Paid (536,886) (3,037,983)
Proceeds From Borrowings 1,457,346 -
Repayment of Borrowings - -
Payment of Finance Lease - -
Proceeds From Issue of Share Capital - -
Share Issuance Cost Paid - -
Dividend Paid - -
Dividend Distribution Tax Paid - -
Others (to be Specified) - -
Total Cash Flow From Financing Activities [3] 920,460 (3,037,983)
Net Increase/(Decrease) In Cash & Cash Equivalents [1+2+3] 112,561,701 132,981,652
Cash & Cash Equivalents At Beginning of The Year/Period 188,973,010 55,991,358
Effect of Exchange Rate Changes on Cash and Cash Equivalents - -
Cash & Cash Equivalents At End of The Year/Period 301,534,711 188,973,010
Components of Cash & Cash Equivalents

Cash In Hand 59,220,044 36,506,649
Cheques In Hand 108,602,883 52,704,404
Term Deposit with Banks (with initial maturity upto 3 months) - -
Balance With Banks 133,711,784 99,761,957
Cash & Cash Equivalents At End of The Year/Period 301,534,711 188,973,010

Notes:
Statement of Cash Flow is prepared using Direct Method
The accompanying notes 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
Kathmandu

Date: 2078/09/15
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As per our attached report of
even date

C.S. Deo, FCA

Partner

Deoki Bijay & Co.
Chartered Accountants



Citizen Life Insurance Company Limited
Notes to the Consolidated Financial Statements
For the year ended Ashadh 31, 2077 (July 15, 2020)

General Information

Citizen Life Insurance Company Limited (herein after referred to as ‘the Company’) was
incorporated on 12" Ashadh, 2064 (26" June 2007) and operated as life insurance company
after obtaining license on 7" Bhadra 2074 under the Insurance Act 2049.

The registered office of the Company is located at Ambe Complex, Teku, Kathmandu. The
Company's shares are yet to be listed with Nepal Stock Exchange Limited (NEPSE).

The financial statements are approved for issue by the Company's Board of Directors on 15"
Poush, 2078 .

Basis of Preparation

(a)

(b)

(c)

Statement of Compliance

The Financial Statements have been prepared in accordance with the Nepal Financial
Reporting Standards (NFRS) issued by the Nepal Accounting Standards Board (ASB),
as per the provisions of The Nepal Chartered Accountants Act, 1997. These confirm,
in material respect, to NFRS as issued by the Nepal Accounting Standards Board. The
Financial Statements have been prepared on a going concern basis. The term NFRS,
includes all the standards and the related interpretations which are consistently used.

Basis of Measurement

The Financial Statements have been prepared on the historical cost basis except for
following Assets & Liabilities which have been measured at Fair Value amount:

i Certain Financial Assets & Liabilities which are required to be measured at fair value
i. Defined Employee Benefits

iii. Insurance Contract Liabilities which are required to be determined using actuarial
valuation for Liability Adequacy Test (LAT).

Historical cost is generally Fair Value of the consideration given in exchange for goods &
services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date, regardless of
whether that price is directly observable or estimated using another valuation technique.

In addition, for Financial Reporting purposes, Fair Value measurements are categorized into
Level 1, or 2, or 3 based on the degree to which the inputs to the Fair Value measurements
are observable & the significance of the inputs to the Fair Value measurement in its entirety,
which are described as follows:

® |evel 1-Inputs are quoted prices (unadjusted) in active markets for identical Assets
or Liabilities that the entity can access at the measurement date;

® Level 2 - Inputs are inputs, other than quoted prices included within Level 1, that are
observable for the Asset or Liability, either directly or indirectly; and

® Level 3 - Inputs are unobservable inputs for the Asset or Liability.
Use of Estimates

The preparation of these Financial Statements in conformity with NFRS requires
management to make estimates, judgements and assumptions. These estimates,
judgments and assumptions affect the reported balances of Assets & Liabilities, disclosures
relating to Contingent Liabilities as at the date of the Financial Statements and the reported
amounts of Income & Expenses for the years presented. Actual results may differ from
these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
Changes in estimates are reflected in the Financial Statements in the period in which
changes are made and, if material, their effects are disclosed in the Notes to the financial
statements.
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(d)

(e)

(f)

(9)

Functional and Presentation Currency

These Financial Statements are presented in Nepalese Rupees (NPR) which is the
Company’s functional currency. All financial information presented in NPR has been
rounded to the nearest rupee except where indicated otherwise.

Going Concern

The financial statements are prepared on a going concern basis. The Board of Directors
have considered a wide range of information relating to present and future conditions,
including future projections of profitability, cash flows and capital resources while assessing
the going concern basis. Furthermore, Board is not aware of any material uncertainties that
may cast significant doubt upon Company’s ability to continue as a going concern and they
do not intend either to liquidate or to cease operations of it

Changes in Accounting Policies

Accounting policies are the specific principles, bases, conventions, rules and practices
applied by the Company in preparing and presenting financial statements. The Company
is permitted to change an accounting policy only if the change is required by a standard
or interpretation; or results in the financial statements providing reliable and more relevant
information about the effects of transactions, other events or conditions on the entity's
financial position, financial performance, or cash flows.

Recent Accounting Pronouncements
Accounting standards issued and effective:

There are no new standards issued by Nepal Accounting Standards Board (ASB) that are
effective from this financial year.

Accounting standards issued and non-effective:

The Company has not opted for the early adoption of any of the new set of NFRS
pronounced by The Institute of Chartered Accountants of Nepal, which may relate to it,
but whose application was not mandatory for financial year 2076-77 (2019-20). These
standards include:

a. NFRS 9 “Financial Instruments”, NFRS 14 “Regulatory Deferral Accounts”, NFRS 15
“Revenue from Contracts with Customers”, NFRS 16 “Leases”, NFRS 17 “Insurance
Contracts” & NAS 29 “Financial Reporting in Hyperinflationary Economies” applicable
from 16th July, 2021; and

b.  All other standards under NFRS 2018 applicable from 1t Shrawan 2077 (16" July
2020).

The Company is currently assessing the impact and plans to adopt the new standards on
the required effective date.

NFRS 15 “Revenue from Contracts with Customers” is the new NFRS standard governing
the accounting principles for revenue. It replaces standards NAS 11 “Construction
Contracts” and NAS 18 “Revenue”, as well as the different existing interpretations SIC
31 “Revenue — Barter Transactions Involving Advertising Services”, IFRIC 13 “Customer
Loyalty Programs”, IFRIC 15 “Agreements for the Construction of Real Estate” and IFRIC
18 “Transfers of Assets from Customers”.

NFRS 9 “Financial Instruments” is the new NFRS standard introducing new provisions
regarding Impairment of financial assets and hedging. It replaces standards NAS 39
“Financial Instruments: Recognition and Measurement” and NFRS 9 (2013) “Financial
Instruments”.

NFRS 16 “Leases” changes the recognition of leases by lessees. It replaces NAS 17
“Leases”, IFRIC 4 “Determining Whether an Arrangement Contains a Lease”, SIC 15
“Operating Leases — Incentives” and SIC 27 “Evaluating the Substance of Transactions in
the Legal Form of a Lease”.

NFRS 17 “Insurance Contracts” is the new NFRS standard that establishes principles for
the recognition, measurement, presentation and disclosures of insurance contracts within
the scope of the standard. It supersedes NFRS 4 “Insurance Contracts”.

fafesw srgw



(h) Carve-outs:

Carves out relating to NAS 39- Financial Instruments:

Impracticability to determine transaction cost of all previous years which is part of
effective cost rate

As per para 9, The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the financial instrument
or, when appropriate, a shorter period to the net carrying amount of the financial asset
or financial liability.

When calculating the effective interest rate, an entity shall estimate cash flows
considering all contractual terms of the financial instrument (for example, prepayment,
call and similar options) but shall not consider future credit losses. The calculation
includes all fees and points paid or received, unless it is immaterial or impracticable
to determine reliably, between parties to the contract that are an integral part of the
effective interest rate (see NAS 18 Revenue), transaction costs and all other premiums
or discounts. There is a presumption that the cash flows and the expected life of a
group of similar financial instruments can be estimated reliably. However, in those
rare cases when it is not possible to estimate reliably the cash flows or the expected
life of a financial instrument (or group of financial instruments), the entity shall use
the contractual cash flows over the full contractual term of the financial instrument (or
group of financial instruments).

The carve-out is optional and has been pronounced for the FY 2018-19 and 2019-20.
Accordingly, the Company has opted the carve-out.

Carves out relating to NAS 17- Lease:

Operating lease in the financial statements of Lessees

As per para 33, Lease payments under an operating lease shall be recognised 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

The carve-out is optional and has been pronounced for the FY 2018-19, 2019-20 and
2020-21. Accordingly, the Company has opted the carve-out.

Significant Accounting Policies

This note provides a list of the significant policies adopted in the preparation of these Financial
Statements.

(a) Property, Plant and Equipment (PPE)

Recognition

Freehold land is carried at historical cost and other items of property, plant and
equipment are stated at cost of acquisition or construction less accumulated
depreciation when, it is probable that future economic benefits associated with
the item will flow to the Company and it can be used for more than one year and
the cost can be measured reliably.

Subsequent costs are included in the asset's carrying amount or recognised as
a separate asset, as appropriate, only when it meets the recognition criteria as
mentioned above. The carrying amount of any component accounted for as a
separate asset is derecognised when replaced. All other repairs and maintenance
are charged to profit or loss during the reporting period in which they are incurred.
Revaluation

The Insurance Company has not applied the revaluation model to any class of its
PPE.
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Depreciation

Depreciation on Property, Plant and Equipment other than Freehold Land i.e.
the Company’s Freehold Building, Plant & Machinery, Vehicles & Other Assets
is provided on "Straight Line Method (SLM)" based on Useful Life estimated by
technical expert of the management.

The Assets Useful Life and Residual Values are reviewed at the Reporting date
and the effect of any changes in estimates are accounted for on a prospective
basis.

Useful Life of Property, Plant and Equipment based on SLM is categorized as

stated below:

List of Asset Categories

Useful Life
(In Years) for SLM

Land Not Applicable
Buildings Not Applicable
Leasehold Improvement 10 years
Furniture & Fixtures 10 years
Computers and IT Equipments 8 years

Office Equipment 8 years
Vehicles 5 years

Other Assets Not Applicable

Change in Useful life of Property, Plant and Equipment:

The Company has decided to revise the useful life of Property, Plant and
Equipment from the current financial year onwards. Useful life of Property, Plant
and Equipment, prior to revision, were as follows:

List of Asset Categories

Useful Life
(In Years) for SLM

Land Not Applicable
Buildings Not Applicable
Leasehold Improvement 5 years
Furniture & Fixtures 5 years
Computers and IT Equipments 4 years
Office Equipment 4 years
Vehicles 5 years
Other Assets Not Applicable

The impact of change in accounting estimates in the Statement of Profit or Loss

in current and future periods is given below:

Useful Life | Useful Life
Particulars (Before (After Amount
Change) Change)

Depreciation Expenses

Land NA NA -
Buildings NA NA -
Leasehold Improvements 5 years 10 years 5,974,300
Furniture & Fixtures 5 years 10 years 1,905,737




Vi.

Computers and IT Equipment 4 years 8 years 1,972,785
Office Equipment 4 years 8 years 1,589,257
Vehicles 5 years 5 years -
Gross Increase in Depreciation 11,442,079
Expenses

Deferred Tax on above Items (2,860,520)
Net decrease in Profit After

Tax in Statement of Profit or 8,581,559
Loss

De-recognition

An item of Property, Plant and Equipment is derecognized upon disposal or when
no Future Economic Benefits are expected to arise from the continued use of
the Asset. Any Gain or Loss arising on the disposal or retirement of an item
of Property, Plant and Equipment is determined as the difference between the
sales proceeds and the carrying amount of the Asset and is recognized in the
Statement of Profit or Loss.

Impairment of Assets

Assets are tested for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss
is recognized for the amount by which the Asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is higher of an asset's fair value
less cost of disposal and value in use. Value in use is based on the estimated
future cash flows, discounted to their present value using pre-tax discount rate
that reflects current market assessments of the time value of money and risk
specific to the assets. Assets that suffer an impairment are reviewed for possible
reversal of the impairment at the end of each reporting period. In case of such
reversal, the carrying amount of the asset is increased so as not to exceed the
carrying amount that would have been determined had there been no impairment

Capital Work-In-Progress

These are expenses of capital nature directly incurred in the construction of
buildings, major plant and machinery and system development which are to be
capitalized. Capital Work in Progress would be transferred to the relevant asset
when it is available for use. Capital Work in Progress is stated at cost less any
accumulated impairment losses.

(b) Intangible Assets

Recognition

Intangible assets acquired separately are measured on initial recognition at
cost. Following initial recognition, intangible assets are carried at cost less any
accumulated amortization and any accumulated impairment losses. Internally
generated intangibles, excluding capitalized development costs, are not
capitalized and the related expenditure is reflected in Statement of profit or loss
in the year in which the expenditure is incurred.

Subsequent expenditure on intangible assets is capitalized only when it increases
the future economic benefits embodied in the specific asset to which it relates. All
other expenditure is expensed as incurred.

Amortization

The useful lives of intangible assets are assessed to be either finite or indefinite.
An intangible asset shall be regarded as having an indefinite useful life when,
based on an analysis of all of the relevant factors, there is no foreseeable limit
to the period over which the asset is expected generate net cash inflow for the
entity.

Amortisation is recognised in statement of profit or loss on straight line method
(SLM) over the estimated useful life of the intangible assets/ diminishing balance
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method (DBM), from the date that it is available for use since this most closely
reflects the expected pattern of consumption of the future economic benefits
embodied in the asset. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at least at each
financial year end. 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 amortisation period or method, as appropriate, and are treated as
changes in accounting estimates. The amortisation expense on intangible assets
with finite lives is recognised in the statement of profit or loss.

Useful Life of Intangible Assets based on SLM is categorized as stated below:

List of Asset Categories (in YUesae:fsl;l flc->lrfeSLM
Softwares 5 years
Licenses License Period
Others Not Applicable

iiii. De-recognition
An Intangible Asset is derecognised when no Future Economic Benefits are
expected to arise from the continued use of the Asset. Any gain or loss arising on
de-recognition is determined as the difference between the sales proceeds and
the carrying amount of the Asset and is recognized in the Statement of Profit or
Loss.

iv. Impairment of Assets

The Company assesses at each reporting date as to whether there is any
indication that Intangible Assets may be impaired. If any such indication exists,
the recoverable amount of an asset is estimated to determine the extent of
impairment, if any. An impairment loss is recognised in the Statement of Profit or
Loss to the extent, asset's carrying amount exceeds its recoverable amount. The
recoverable amount is higher of an asset's fair value less cost of disposal and
value in use. Value in use is based on the estimated future cash flows, discounted
to their present value using pre-tax discount rate that reflects current market
assessments of the time value of money and risk specific to the assets.

Investment Properties
Cost Model:

Property that is held for rental income or for capital appreciation or both, is classified
as investment property. Investment properties are measured initially at cost, including
related transaction cost. It is subsequently carried at cost less accumulated depreciation.
Subsequent expenditure is capitalised to the asset’s carrying amount only when it is
probable that future economic benefits associated with the expenditure will flow to the
Company and the cost can be measured reliably. All other repairs and maintenance costs
are expensed when incurred.

Land is carried at historical cost, however, buildings are depreciated over their estimated
useful lives as mentioned above.

Investment properties are derecognised either when they have been disposed of, or
when the investment property is permanently withdrawn from use and no future economic
benefit is expected from its disposal. Any gains or losses on the retirement or disposal
of an investment property are recognised in the statement of profit or loss in the year of
retirement or disposal.

Transfers are made to (or from) investment property only when there is a change in
use. For a transfer from investment property to PPE, the deemed cost for subsequent
accounting is the fair value at the date of change in use. If PPE becomes an investment
property, the Company accounts for such property in accordance with the policy stated
under PPE up to the date of change in use.
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Cash & Cash Equivalent

Cash & Cash Equivalents includes Cash In Hand, Cheques in Hand, Bank Balances and
short term deposits with a maturity of three months or less.

Financial Assets

Initial Recognition & Measurement

Financial Assets are recognized when, and only when, the Company becomes a party
to the contractual provisions of the Financial Instrument. The Company determines
the classification of its Financial Assets at initial recognition.

When Financial Assets are recognized initially, they are measured at Fair Value, plus,
in the case of Financial Assets not at fair value through profit or loss, transaction
costs that are attributable to the acquisation of the Financial Asset. Transaction costs
of Financial Assets carried at Fair Value through Profit or Loss are expensed in the
Statement of Profit or Loss.

Subsequent Measurement
a. Financial Assets carried at Amortized Cost (AC)

A Financial Asset is measured at amortized cost if it is held within a business
model whose objective is to hold the asset in order to collect contractual cash
flows and the contractual terms of the Financial Asset give rise on specified dates
to cash flows that are solely payments of principal and interest on the principal
amount outstanding. Interest income in these financial assets is measured using
effective interest rate method.

b. Financial Assets at Fair Value through Other Comprehensive Income
(FVTOCI)

A Financial Asset is measured at FVTOCI if it is held within a business model
whose objective is achieved by both collecting contractual cash flows and selling
Financial Assets and the contractual terms of the Financial Asset give rise on
specified dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding. These financial assets are measured at fair
value and changes are taken to statement of other comprehensive income.

c. Financial Assets at Fair Value through Profit or Loss (FVTPL)

A Financial Asset which is not classified in any of the above categories are
measured at FVTPL. These financial assets are measured at fair value and
changes are taken to statement of profit or loss.
De-Recognition
A Financial Asset is derecognized only when the Company has transferred the rights
to receive cash flows from the Financial Asset. Where the Company has transferred
an Asset, the Company evaluates whether it has transferred substantially all risks
and rewards of ownership of the Financial Asset. In such cases, the Financial Asset
is derecognized. Where the Company has not transferred substantially all risks and
rewards of ownership of the Financial Asset, the Financial Asset is not derecognized.
Where the Company retains control of the Financial Asset, the Asset is continued to
be recognized to the extent of continuing involvement in the Financial Asset.

Impairment of Financial Assets

The Company assesses at each reporting date whether there is objective evidence
that a financial asset or group of financial assets is impaired. A financial asset or a
group of financial assets is deemed to be impaired if, there is objective evidence
of impairment as a result of one or more events that has occurred since the initial
recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on
the estimated future cash flows of the financial asset or the group of financial assets
that can be reliably estimated. Evidence of impairment may include indications that
a financial asset or a group of financial assets is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganization and observable data
indicating that there is a measurable decrease in the estimated future cash flows,
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such as changes in arrears or economic conditions that correlate with defaults.

Expected Credit Loss for Impairment of Financial Assets is applicable after
implementation of NFRS 9

In accordance with NFRS 9 “Financial Instrument”, the Company uses ‘Expected
Credit Loss’ (ECL) Model, for evaluating impairment of Financial Assets other than
those measured at Fair Value through Profit or Loss (FVTPL).

Expected Credit Losses are measured through a loss allowance at an amount equal
to:

The 12-months Expected Credit Losses (Expected Credit Losses that result from
those default events on the Financial Instrument that are possible within 12 months
after the reporting date); or

Full Lifetime Expected Credit Losses (Expected Credit Losses that result from all
possible default events over the life of the Financial Instrument)

For other assets, the Company uses 12 months Expected Credit Losses to provide
for impairment loss where there is no significant increase in credit risk. If there is
significant increase in credit risk Full Lifetime ECL is used.

Financial Liabilities
i. Initial Recognition & Measurement

Financial Liabilities are recognized when, and only when, the Company becomes
a party to the contractual provisions of the Financial Instrument. The Company
determines the classification of its Financial Liabilities at initial recognition.

All Financial Liabilities are recognized initially at Fair Value, plus, in the case of
Financial Liabilities not at fair value through profit or loss, transaction costs that are
attributable to the issue of the Financial Liability.

ii. Subsequent Measurement

After initial recognition, Financial Liabilities are subsequently measured at amortized
cost using the Effective Interest Method.

For trade and other payables maturing within one year from the date of Statement of
Financial Position, the carrying amounts approximate Fair value due to short maturity
of these instruments.

iii. De-Recognition
A Financial Liability is de-recognized when the obligation under the liability is
discharged or cancelled or expires. When an existing Financial Liability is replaced
by another from the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange or modification is
treated as a de-recognition of the original liability and the recognition of a new liability,
and the difference in the respective carrying amounts is recognized in the Statement
of Profit or Loss.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is reported in the Statement
of Financial Position where there is legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis or realise the asset and settle
the liability simultaneously. The legally enforceable right must not be contingent on future
events and must be enforceable in the normal course of business and in the event of
default, insolvency or bankruptcy of the Company or the counterparty.

Reinsurance Assets

Reinsurance assets are the assets which are created against insurance contract liabilities
of the amount which are recoverable from the reinsurer. These assets are created for the
resinsurer's share of insurance contract liabilities.

Areinsurance asset is impaired if there is objective evidence, as a result of an event that
occurred after the initial recognition of the reinsurance asset, that the Company may not
receive all amounts due to it under the terms of the contract, and the event has a reliably
measurable impact on the amount that the Company will receive from the re-insurer. If
a reinsurance asset is impaired, the Company reduces the carrying amount accordingly
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and is recognized in statement of profit or loss.

Equity

Financial Instruments issued by the Company are classified as Equity only to the extent
that they do not meet the definition of a Financial Liability or Financial Asset.

Reserves and Funds

i)

vi)

vii)

Share Premium: If the Company issues share capital at premium it receives extra
amount other than share capital such amount is transferred to share premium. The
amount in share premium is allowed for distribution subject to provisions of Company
act & regulatory requirement.

Catastrophe Reserves: The Company has allocated catastrophe reserve for
the amount which is 10% of the distributable profit for the year as per Regulator's
Directive.

Fair Value Reserves: The Company has policy of creating fair value reserve equal
to the amount of Fair Value Gain recognized in statement of other comprehensive
income as per regulator’s directive.

Regulatory Reserves: Reserve created out of net profit in line with different circulars
issued by Insurance Board.

Actuarial Reserves: Reseserve against actuarial gain or loss on present value
of defined benefit obligation resulting from, experience adjustments (the effects
of differences between the previous actuarial assumptions and what has actually
occurred); and the effects of changes in actuarial assumptions.

Cash flow Hedge Reserves: Is the exposure to variability in cash flows that is
attributable to a particular risk associated with all or a component of a recognized
asset or liability or a highly probable forecast transaction, and could affect profit or
loss. Reserve represent effective portion of the gain or loss on the hedging instrument
recognized in other comprehensive income.

Revaluation Reserves: Reserve created against revaluation gain on property,
plant & equipments & intangible assets, other than the reversal of earlier revalaution
losses charged to profit or loss.

viii) Other Reserves: Reserve other than above reserves, for e.g. deferred tax reserve
Insurance Contract Liabilities

Provision for unearned premiums

Unearned premiums reserve represents the portion of the premium written in the
year but relating to the unexpired term of coverage.

Change in reserve for unearned insurance premium represents the net portion of the
gross written premium transferred to the unearned premium reserve during the year
to cover the unexpired period of the polices.

Outstanding claims provisions

Outstanding claims provisions are based on the estimated ultimate cost of all claims
incurred but not settled at the statement of financial position date, whether reported
or not, together with related claims handling costs.

Un-apportioned surplus

Un-apportioned surplus where the amount are yet to be allocated or distributed to
either policyholders or shareholders by the end of the financial period, and held
within the insurance contract liabilities.

Liability adequacy

At each reporting date, the Company reviews its unexpired risk 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. The
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
life insurance technical provisions. If these estimates show that the carrying amount
of the unearned premiums is inadequate, the deficiency is recognized in the
statement of profit or loss by setting up a provision for liability.
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()] Employee Benefits

Short Term Obligations

Liabilities for wages and salaries, including non-monetary benefits that are expected
to be settled wholly within 12 months after the end of the period in which the employees
render the related service are recognized in respect of employees’ services up to
the end of the reporting period and are measured at the amounts expected to be
paid when the liabilities are settled. The liabilities are presented as current employee
benefit obligations in the Statement of Financial Position.

Post - Employment Benefits - Defined Contribution Plan

The Company pays Provident Fund contributions to publicly administered Provident
Funds as per local regulations. The Company has no further payment obligations
once the contributions have been paid. The contributions are accounted for as
defined contribution plans and the contribution are recognized as Employee Benefit
Expense when they are due.

- Defined Benefit Plan

For Defined Benefit Plan, the cost of providing benefits is determined using the
Projected Unit Credit Method, with Actuarial Valuations being carried out at each
Statement of Financial Position. Actuarial Gains & Losses are recognized in the
Other Comprehensive Income in the period in which they occur. Past service
cost is recognized immediately to the extent that the benefits are already vested
and otherwise is amortized on a Straight Line Basis over the average period until
the benefits become vested. The retirement benefit obligation recognized in the
Statement of Financial Position represents the present value of the defined benefit
obligation as adjusted for unrecognized past service cost, as reduced by the Fair
Value of plan Assets (If Any). Any Asset resulting from this calculation is limited to
past service cost, plus the present value of available refunds and reductions in future
contributions to the plan.

Long Term Employee Benefits

The liabilities for un-availed earned leaves are not expected to be settled wholly
within 12 months after the end of the period in which the employees render the related
service. Leave Encashment has been computed using Actuarial Assumptions and
these are measured at the present value of expected future payments to be made
in respect of services provided by employees up to the end of the year using the
Projected Unit Credit Method. The benefits are discounted using the market yields
at the end of the year that have terms approximating to the terms of assumptions.

Termination

Termination benefits are payable when employment is terminated by the Company
before the normal retirement date, or when an employee accepts voluntary retirement
in exchange of these benefits. The Company recognizes termination benefits at the
earlier of the following dates:

a) When the company can no longer withdraw the offer of those benefits; and
b) When the entity recognizes costs for a restructuring that is within the scope
of NAS 37 and involves the payment of termination benefits. The termination

benefits are measured based on the number of employees expected to accept
the offer in case of voluntary retirement scheme.

(m) Revenue Recognition

fafesw srgw

Gross Premium

Gross premiums are recognized as soon as the amount of the premiums can be
reliably measured. First premium is recognized from inception date.

At the end of the financial year, all due premiums are accounted for to the extent that
they can be reliably measured.

Unearned Premium Reserves

Unearned premiums are those proportions of premiums written in a year that relate
to periods of risk after the reporting date. Unearned premiums are calculated on a



(n)

(o)

Vi.

pro rata basis. The proportion attributable to subsequent periods is deferred as a
provision for unearned premiums.

Premiums on Reinsurance Accepted

Premium on reinsurance accepted comprise the total premiums payable for the
whole cover provided by contracts entered into the period and are recognized on the
date on which the policy incepts. Premiums include any adjustments arising in the
accounting period in respect of reinsurance contracts incepting in prior accounting
periods. Unearned reinsurance premiums are those proportions of premiums written
in a year that relate to periods of risk after the reporting date.

Reinsurance premiums and claims on the face of the statement of profit or loss have
been presented as negative items within premiums and net benefits and claims,
respectively, because this is consistent with how the business is managed.

Commission Income

Commission Income is recognized on accrual basis. If the income is for future
periods, then they are deferred and recognized over those future periods.

Investment income

Interest income is recognized in the statement of profit or loss as it accrues and is
calculated by using the EIR method. Fees and commissions that are an integral part
of the effective yield of the financial asset are recognised as an adjustment to the
EIR of the instrument.

Investment income also includes dividends when the right to receive payment is
established.

Net realized gains and losses

Net realized gains and losses recorded in the statement of profit or loss include
gains and losses on financial assets and properties. Gains and losses on the sale
of investments are calculated as the difference between net sales proceeds and the
original or amortized cost and are recorded on occurrence of the sale transaction.

Benefit, Claims and Expenses

Gross Benefits and Claims

Benefits and claims includes the cost of all claims arising during the year, including
external claims handling costs that are directly related to processing and settlements
of claims. Benefits and claims that are incurred during the financial year are
recognized when a claimable event occurs and/or the insurer is notified. Death,
surrender and other benefits without due dates are treated as claims payable, on
the date of receipt of intimation of death of the assured or occurrence of contingency
covered

Reinsurance Claims

Reinsurance claims are recognised when the related gross insurance claim is
recognised according to the terms of the relevant contracts.

Product Classification

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.

The Company has following portfolios under which it operates its business:

Endowment - This is a with profit plan that makes provisions for the family of the
Life Assured in event of his early death and also assures a lump sum at a desired
age on maturity. It costs moderate premiums, has high liquidity and in savings
oriented.This plan is apt for people of all ages and social groups who wish to protect
their families from a financial setback that may occur owing to their demise.
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ii) Anticipated - This scheme provides for specific periodic payments of partial
survival benefits during the term of the policy itself so long as the policy holder is
alive. It is therefore suitable to meet specified financial requirements needed for
occasions like Brata bandha, Academic Graduations etc. An important feature of
plan is that in the event of death at any time within the policy term, the death claim
comprises full sum assured without deducting any of the survival benefit amounts,
which have already been paid. It is also with profit plan.

iiil Endowment Cum Whole Life - This plan is a combination of Endowment
Assurance and Whole Life with profit plan. It provides financial protection against
death throughout the lifetime of the life assured with the provision of payment of a
lump sum at the maturity of the policy to the assured in case of his survival.

iv)  Whole Life - Whole life is a type of life insurance contract that provides insurance
coverage of the contract holder for his or her entire life. Upon the inevitable death
of the contract holder, the insurance payout is made to the contract’s beneficiaries.
These policies also include a savings component, which accumulates a cash value.
This cash value is one of the key elements of whole life insurance.

V) Foreign Employment Term - The main objective of foreign employement term is
providing insurance for financial assistance if there is death or elimination of any
insured due to work or staying abroad.

vi)  Other Term - Term life insurance, also known as pure life insurance, is life insurance
that guarantees payment of a stated death benefit during a specified term. Once
the term expires, the policyholder can renew it for another term, convert the policy
to permanent coverage, or allow the policy to terminate.

vii)  Special Term - Special Term insurance is a modified version of term insurance with
added benefits.

viii) Others - Life insurance policies other than above mentioned products are classified
as others.

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are added to the cost of those assets, until such
time as the assets are substantially ready for their intended use or sale.

Interest income earned on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the borrowing costs eligible for
capitalization.

All other borrowing costs are recognized in statement of profit or loss in the period in
which they are incurred.

Cash Flow Statement

Cash Flows are reported using the direct method, whereby major classes of cash receipts
and cash payments are disclosed as cash flows.

Leases
Finance Leases

Leases in which the Company has substantial portion of the risks and rewards of
ownership are classified as Finance Leases. Assets acquired under Finance Leases are
capitalised at the lower of the Fair Value of the Leased Assets at the inception of the
Lease Term & the Present Value of Minimum Lease Payments. Lease Payments are
apportioned between the Finance charge and the reduction of the outstanding liability.
The Finance Charge is allocated to periods during the Lease Term at a constant periodic
Rate of Interest on the remaining balance of the liability.

Operating Lease

Leases in which the Company doesn’t have substantial portion of the risks and rewards
of ownership are classified as Operating Leases. The lease rental is adjusted for inflation
rate periodically and the same amount is booked as operating lease expense which the
company believes is more representative than the straight line method in line with para
33 of NAS-17.
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(s) Income Taxes
Income Tax Expense represents the sum of the tax currently payable & Deferred Tax.

Current Tax

Current Tax Expenses are accounted in the same period to which the revenue
and expenses relate. Provision for Current Income Tax is made for the Tax
Liability payable on Taxable Income after considering tax allowances, deductions
and exemptions determined in accordance with the applicable tax rates and the
prevailing tax laws.

Deferred Tax

Deferred Tax is recognized on temporary differences between the carrying
amounts of Assets & Liabilities in the Statement of Financial Position and their Tax
Base. Deferred tax Assets & Liabilities are recognized for deductible and taxable
temporary differences arising between the tax base of Assets & Liabilities and their
carrying amount in Financial Statements, except when the Deferred Income Tax
arises from the initial recognition of goodwill, an Asset or Liability in a transaction
that is not a business combination and affects neither accounting nor taxable
Profits or Loss at the time of the transaction.

Deferred Tax Assets are recognized 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.

Deferred Tax Liabilities are generally recognized for all taxable Temporary
differences.

The 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 profits will
be available to allow all or part of the Deferred Tax Asset to be utilized.

(t) Provisions, Contingent Liabilities & Contingent Assets

Provisions

Provisions are recognized when the Company has a present legal or constructive
obligation as a result of past events, for which it is probable that an outflow of
resources embodying economic benefits will be required to settle the obligation
and a reliable estimate of the amount can be made. Provisions are measured at the
present value of management’s best estimate of the expenditure required to settle the
present obligation at the end of the reporting period. The discount rate to determine
the present value is a Pre-Tax Rate that reflects current market assessments of the
time value of money and the risks specific to the liability. The increase in the provision
due to the passage of time is recognized as interest expense.

Provisions for Contingent Liability are recognized in the books as a matter of abundant
precaution and conservative approach based on management's best estimate.
However, Management believes that chances of these matters going against the
Company are remote and there will not be any probable cash outflow.

Contingent Liabilities

Contingent liabilities are recognized only when there is a possible obligation arising
from past events due to occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Company or where any present obligation
cannot be measured in terms of future outflow of resources or where a reliable
estimate of the obligation cannot be made. Obligations are assessed on an ongoing
basis and only those having a largely probable outflow of resources are provided for.

Contingent Assets

Contingent assets where it is probable that future economic benefits will flow to the
Company are not recognized but disclosed in the Financial Statements.
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Functional Currency & Foreign Currency Transactions

The Financial Statements of the Company are presented in Nepalese Rupees, which
is the Company’s Functional Currency. In preparing the Financial Statements of the
Company, transactions in currencies other than the Company’s Functional Currency i.e.
Foreign Currencies are recognized at the rates of exchange prevailing at the dates of the
transactions.

Earnings Per Share

Basic Earning per share is calculated by dividing the profit attributable to owners of the
Company by the Weighted Average Number of equity shares outstanding during the
Financial Year.

For diluted earning per share, the weighted average number of ordinary shares in issue is
adjusted to assume conversion of all dilutive potential ordinary shares.

Operating Segment

Operating Segments are reported in a manner consistent with the internal reporting
provided to the chief operating decision maker (CODM) as defined by NFRS 8, “Operating
Segment”.

Company’s Income & Expenses including interest are considered as part of un-allocable
Income & Expenses which are not identifiable to any business segment. Company’s
Asset & Liabilities are considered as part of un-allocable Assets & Liabilities which are not
identifiable to any business.

fafesw srgw



4

Citizen Life Insurance Company Limited

Notes to the Financial Statements

For The Year Ended Ashadh 31st, 2077

(For The Year Ended July 15th, 2020)

Fig. in NPR
Intangible Assets
Particulars Software License Others_ (.to be Total
Specified)

Gross carrying amount
As at Shrawan 1, 2076 4,576,500 - - 4,576,500
Additions

Acquisition - - - -

Internal Development - - - -

Business Combination (to be Specified) - - - -
Disposals - - - -
Revaluation - - - -
Balance as at Ashadh 31, 2077 4,576,500 - - 4,576,500
Accumulated amortization and impairment
As at Shrawan 1, 2076 931,497 - - 931,497
Additions 457,650 - - 457,650
Disposals - - - -
Impairment losses - - - -
Impairment reversal - - - -
Balance as at Ashadh 31, 2077 1,389,147 - - 1,389,147
Net Carrying Amount
As at Ashadh 31, 2076 3,645,003 - - 3,645,003
As at Ashadh 31, 2077 3,187,353 - - 3,187,353
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Notes to Financial Statements (Continued...) Fig.in NPR

Investment Properties

Particulars Land Buildings Total

Gross carrying amount

As at Shrawan 1, 2076 - B -

Additions - - -

Disposals - - -

Transfer/ adjustments - - -

Balance as at Ashadh 31, 2077 - - -

Depreciation and impairment

As at Shrawan 1, 2076 - - -

Depreciation - - -

Disposals - - -

Impairment losses - - -

Impairment reversal - - -

Transfer/ adjustments - - -

Balance as at Ashadh 31, 2077 - - -

Capital Work-In-Progress

As at Shrawan 1, 2076 - - -

Additions - - -

Capitalization - - -

Disposals - - -

Impairment losses - - -

Impairment reversal - - -

Balance as at Ashadh 31, 2077 - - -

Net Carrying Amount

As at Ashadh 31, 2076 - - N

As at Ashadh 31, 2077 - - -

(i) Amounts recognised in_profit or loss

Particulars Current Year Previous Year

Rental income - -

Direct operating expenses from property that generated rental income - -

Direct operating expenses from property that didn't generate rental income - -

Profit from investment properties before depreciation - -

Depreciation - -

Profit from investment properties - -

(i) Contractual obligations: Refer note no. 54 For disclosure of contractual obligations relating to investment properties.
(iii) Disclose whether there are any restrictions on the realisability of investment properties or proceeds of disposal.

(iv) Fair value of investment properties:

Particulars Current Year Previous Year

Land - _

Building - -

Total - -

Estimation of Fair Value

The Company obtains independent valuations for its investment properties. The best evidence of fair value is current prices in an active
market for similar properties. Where such information is not available, the Company consider information from a variety of sources including:
i) current prices in an active market for properties of different nature or recent prices of similar properties in less active markets, adjusted to
reflect those differences,

ii) discounted cash flow projections based on reliable estimates of future cash flows,

iii) capitalised income projections based upon a property's estimated net market income, and a capitalisation rate derived from an analysis of
market evidence.

The fair values of investment properties have been determined by .............. The main inputs used are the rental growth rates, expected
vacancy rates, terminal yields and discount rates based on comparable transactions and industry data.
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Notes to Financial Statements (Continued...)

Deferred Tax Assets/ (Liabilities)

Fig.in NPR

Particulars

Current Year

Previous Year

Intangible Assets 5,177,110 6,136,742
Property, Plant and Equipment (6,548,865) (6,487,185)
Financial Assets at FVTPL - -
Financial Assets at FVTOCI 1,360,172 (6,757)
Provision for Leave Encashment 2,355,800 1,007,772
Defined Contribution Plan (Gratuity) 2,946,682 1,542,969
Impairment Loss on Financial Assets 380,614 -
Impairment Loss on Other Assets - -
Tax losses 215,510,210 76,867,939
Other (to be Specified) - -
Total 221,181,723 79,061,480

Movements in deferred tax assets/ (liabilities)

Particulars Current Year Previous Year
As at Shrawan 1, 2076 79,061,480 1,410,954
Charged/(Credited) to Profit or Loss 140,753,314 79,056,530
Charged/(Credited) to Other Comprehensive Income 1,366,929 (1,406,004)
As at Ashadh 31, 2077 221,181,723 79,061,480
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Notes to Financial Statements (Continued...) Fig.in NPR
Investments
Particulars Current Year Previous Year

Investments measured at Amortised Cost
i) Investment in Preference Shares of Bank and Financial Institutions
ii) Investment in Debentures
iii) Investment in Bonds (Nepal Government/ NRB/ Guaranteed by Nepal Government)
iv) Fixed Deposits in "A" Class Financial Institutions
v) Fixed Deposits in Infrastructure Banks

1,068,656,000

1,993,500,000

196,171,000

2,003,500,000

vi) Fixed Deposits in "B" Class Financial Institutions 562,700,000 379,700,000

vii) Fixed Deposits in "C" Class Financial Institutions - 5,000,000

viii) Others (to be Specified) - -

Less: Impairment Losses - -
Investments measured at FVTOCI

i) Investment in Equity Instruments (Quoted) 118,923,506 53,785,544

ii) Investment in Equity Instruments (Unquoted) 6,750,000 5,950,000

iii) Investment in Mutual Funds
iv) Investment in Debentures
v) Others (to be Specified)
Investments measured at FVTPL
i) Investment in Equity Instruments (Quoted)

ii) Investment in Equity Instruments (Unquoted)
iii) Investment in Mutual Funds

iv) Others (to be Specified)

Total

3,750,529,506

2,644,106,544

a) Details of Impairment Losses

Particulars

Current Year

Previous Year

Investment in Preference Shares of Bank and Financial Institutions

Investment in Debentures

Investment in Bonds (Nepal Government/ NRB/ Guaranteed by Nepal Government)
Fixed Deposit with "A" Class Financial Institutions

Fixed Deposit with Infrastructure Banks

Fixed Deposits with "B" Class Financial Institutions

Fixed Deposits with "C" Class Financial Institutions

Others (to be Specified)

Total

b) Investments having expected maturities less than 12 months:

Particulars

Current Year

Previous Year

Investment in Equity Instruments (Quoted)

Investment in Equity Instruments (Unquoted)

Investment in Mutual Funds

Investment in Preference Shares of Bank and Financial Institutions

Investment in Debentures

Investment in Bonds (Nepal Government/ NRB/ Guaranteed by Nepal Government)
Fixed Deposit with "A" Class Financial Institutions

253,500,000

333,500,000

Fixed Deposit with Infrastructure Banks

Fixed Deposits with "B" Class Financial Institutions
Fixed Deposits with "C" Class Financial Institutions
Others (to be Specified)

105,000,000

180,000,000
5,000,000

Total

358,500,000

518,500,000

¢) The Company has earmarked investments amounting to NPR 1.2 billion to Insurance Board.
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Notes to Financial Statements (Continued...)

Loans

Fig.in NPR

Particulars

Current Year

Previous Year

Loans at Amortised Cost
Loan to Associates

Loan to Employees 9,944,018 3,737,098
Loan to Agents 29,496,159 10,069,617
Loan to Policyholders 105,095,879 34,227,209
Others (to be Specified) - -
Less: Impairment Losses (1,522,454) -
Total 143,013,602 48,033,924

a) Expected repayment within 12 months:

Particulars

Current Year

Previous Year

Loan to Associates

Loan to Employees

201,477

253,433

Loan to Agents

Loan to Policyholders - -
Others (to be Specified) - -
Total 201,477 253,433
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14

Notes to Financial Statements (Continued...)

Reinsurance Assets

Fig.in NPR

Particulars

Current Year

Previous Year

Reinsurance Assets on:

Policy liabilities and provisions 16,294,000 -
Provision for unearned premiums 49,104,000 -
Premium deficiency reserve - -
Outstanding Claim reserve 9,468,800 -
Less: Impairment Losses - -
Total 74,866,800 -

Insurance Receivables

Particulars

Current Year

Previous Year

Receivable from Reinsurers

33,737,711

Receivable from Other Insurance Companies -

Other (to be Specified) - -
Less: Impairment Losses - -
Total - 33,737,711

a) Expected receivable within 12 months:

Particulars

Current Year

Previous Year

Receivable from Reinsurers

33,737,711

Receivable from Other Insurance Companies -

Other (to be Specified) - -
Total - 33,737,711
Other Assets

Particulars Current Year Previous Year

Capital Advances

Prepaid Expenses
Claim Advances

1,330,718

1,025,380

Advances to Suppliers
Staff Advances

11,069,088

6,021,704

VAT Receivable
Printing and Stationery Stocks

Stamp Stocks
Deferred Expenses

256,083

261,723

Deferred Re-Insurance Commission Expenses
Deferred Agent Commission Expenses

Finance Lease Receivables
Others (to be Specified)

Less: Impairment Losses

Total

12,655,889

7,308,806

40 fafest wEw
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16

Notes to Financial Statements (Continued...)

a) Expected to be recovered/ settled within 12 months:

Fig.in NPR

Particulars

Current Year

Previous Year

Capital Advances
Prepaid Expenses

1,330,718

1,025,380

Claim Advances
Advances to Suppliers

Staff Advances

VAT Receivable

Printing and Stationery Stocks
Stamp Stocks

11,069,088

6,021,704

Deferred Expenses
Deferred Re-Insurance Commission Expenses

Deferred Agent Commission Expenses

Finance Lease Receivables
Others (to be Specified)

Total

12,399,806

7,047,084

Other Financial Assets

Particulars

Current Year

Previous Year

Security Deposits 403,830.00 385,450
Accrued Interest 46,311,775.00 18,593,988
Interest Receivable from Policyholders 7,083,926.00 480,673
Other Receivables - -
Other Deposits - -
Sundry Debtors 4,390,472.00 1,357,501
Other (to be Specified) - -
Less: Impairment Losses - -
Total 58,190,003 20,817,612

a) Expected maturities within 12 months:

Particulars

Current Year

Previous Year

Security Deposits

Accrued Interest 46,311,775 18,593,988
Interest Receivable from Policyholders 7,083,926 480,673
Other Receivables - -
Other Deposits - -
Sundry Debtors 4,390,472 1,357,501
Other (to be Specified) - -
Total 57,786,173 20,432,162

Cash and Cash Equivalents

Particulars Current Year Previous Year
Cash in Hand 59,220,044 36,506,649
Cheques in Hand 108,602,883 52,704,404
Bank Balances
i) Balance with "A" Class Financial Institutions 114,807,361 89,454,114
ii) Balance with Infrastructure Banks - -
iii) Balance with "B" Class Financial Institutions 18,826,760 10,231,197
iv) Balance with "C" Class Financial Institutions 77,663 76,646
Less: Impairment Losses - -
Deposits with initial maturity upto 3 months - -
Others (to be Specified) - -
Less: Impairment Losses - -
Total 301,534,711 188,973,010
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17 (a)

(M)

(ii)

Notes to Financial Statements (Continued...) Fig.in NPR
Share Capital
Particulars Current Year Previous Year

Ordinary Shares

As at Shrawan 1, 2076

1,750,000,000

1,750,000,000

Additions during the year
i) Bonus Share Issue

ii) Share Issue
As at Ashadh 31, 2077

1,750,000,000

1,750,000,000

Convertible Preference Shares (Equity Component Only)

As at Shrawan 1, 2076
Additions during the year
As at Ashadh 31, 2077

Irredeemable Preference Shares (Equity Component Only)

As at Shrawan 1, 2076

Additions during the year
As at Ashadh 31, 2077

Total

1,750,000,000

1,750,000,000

Ordinary Shares

Particulars Current Year Previous Year
Authorised Capital:
25,000,000 Ordinary Shares of Rs. 100 each 2,500,000,000 2,500,000,000

Issued Capital:
17,500,000 Ordinary Shares of Rs. 100 each

1,750,000,000

1,750,000,000

Subscribed and Paid Up Capital:

17,500,000 Ordinary Shares of Rs. 100 each

1,750,000,000

1,750,000,000

Total

1,750,000,000

1,750,000,000

Preference Share Capital

Particulars Current Year Previous Year
Authorised Capital:
........ Convertible Preference Shares of Rs. ... each - -
........ Irredeemable Preference Shares of Rs. ... each - -
Issued Capital:
........ Convertible Preference Shares of Rs. ... each - -
. .Irredeemable Preference Shares of Rs. ... each - -
Subscribed and Paid Up Capital:
........ Convertible Preference Shares of Rs. ... each - -
........ Irredeemable Preference Shares of Rs. ... each - -
Total - -
Shareholding Structure of Share Capital
Particulars Number of Shares Percentage
Current Year Previous Year Current Year Previous Year
Promoters
Government of Nepal - - 0.00% 0.00%
Nepali Organized Institutions 4,410,000 4,410,000 25.20% 25.20%
Nepali Citizens 13,090,000 13,090,000 74.80% 74.80%
Foreigners - - 0.00% 0.00%
Others (to be Specified) - - 0.00% 0.00%
Total (A) 17,500,000 17,500,000 100.00% 100.00%
Other than Promoters
General Public - - 0.00% 0.00%
Others (to be Specified) - - 0.00% 0.00%
Total (B) - - 0.00% 0.00%
Total (A+B) 17,500,000.00 17,500,000.00 100.00% 100.00%
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Notes to Financial Statements (Continued...) Fig.in NPR
Details of shareholders holding 1% or more than 1% of the aggregate shares in the Company:

Particulars Number of Shares Percentage
Current Year Previous Year Current Year Previous Year

Shree Air Dynasty Heli Services Pvt Ltd. 53,500,000 53,500,000 3.06% 3.06%
Anuja Laxmi Dhital 24,000,000 24,000,000 1.37% 1.37%
Bikash J.B Rana 90,000,000 90,000,000 5.14% 5.14%
Cabinet Shrestha 24,000,000 24,000,000 1.37% 1.37%
Goodwill Finance Ltd. 30,000,000 30,000,000 1.71% 1.71%
Himalayan Infrastructure Fund Ltd. 20,000,000 20,000,000 1.14% 1.14%
Jyoti Prakash Pandey 40,000,000 40,000,000 2.29% 2.29%
Kantipur Publications Pvt. Ltd. 130,000,000 130,000,000 7.43% 7.43%
Lalita Agrawal 40,000,000 40,000,000 2.29% 2.29%
Pradeep Jung Pandey 75,000,000 75,000,000 4.29% 4.29%
Premire Wires Pvt. Ltd. 30,000,000 30,000,000 1.71% 1.71%
Prithvi Bahadur Pandey 21,500,000 21,500,000 1.23% 1.23%
Rajendra Prasad Shrestha 35,000,000 35,000,000 2.00% 2.00%
Ram Agrawal 33,000,000 33,000,000 1.89% 1.89%
Sandip Pakhrin Lama 22,500,000 22,500,000 1.29% 1.29%
Saughat Pakhrin Lama 22,500,000 22,500,000 1.29% 1.29%
Sikhar Insurance Company Ltd. 21,500,000 21,500,000 1.23% 1.23%
Sujan Baidhya (Shrestha) 24,000,000 24,000,000 1.37% 1.37%
Sumit Kumar Agrawal 130,000,000 130,000,000 7.43% 7.43%
Sushma Rana 90,000,000 90,000,000 5.14% 5.14%
Urmila Pandey 40,000,000 40,000,000 2.29% 2.29%
Yeti World Investment Pvt. Ltd. 90,000,000 90,000,000 5.14% 5.14%

17 (b) Share Application Money Pending Allotment

Particulars Current Year Previous Year

Share Application Money Pending Allotment - -

Total - -

17 (c) Share Premium

Particulars Current Year Previous Year

As at Shrawan 1, 2076 - _

Increase due to issue of shares at premium - -

Decrease due to issue of bonus shares - -
Transaction costs on issue of shares - -
Others (to be Specified) - -

As at Ashadh 31, 2077 - -

17 (d) Catastrophe Reserves

Particulars Current Year Previous Year
As at Shrawan 1, 2076 32,796,873 10,059,518
Additions 26,799,363 22,737,355
Utilizations - -
As at Ashadh 31, 2077 59,596,236 32,796,873
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Notes to Financial Statements (Continued...)
Retained Earnings

Fig.in NPR

Particulars

Current Year

Previous Year

As at Shrawan 1, 2076
Net Profit or Loss
Items of OCI recognised directly in retained earnings

222,564,431
269,044,499

96,209,885
228,148,431

Remeasurement of Post-Employment Benefit Obligations
Transfer to/ from reserves

Capital Reserves

Catastrophe Reserves

(26,799,363)

(22,737,355)

Regulatory Reserves
Fair Value Reserves

(6,851,289)

(79,056,530)

Actuarial Reserves
Revaluation Reserves
Cash Flow Hedge Reserves
Deferred Tax Reserves

(140,753,314)

Transfer of Depreciation on Revaluation of Property, Plant and Equipment

Transfer on Disposal of Revalued Property, Plant and Equipment
Transfer on Disposal of Equity Instruments Measured at FVTOCI
Issue of Bonus Shares

Transaction costs on issue of Shares

Dividend Paid

Dividend Distribution Tax

Transfer to Insurance Contract Liability
Others (to be Specified)

As at Ashadh 31, 2077

317,204,964

222,564,431

17 (f)

Other Equity

Particulars

Current Year

Previous Year

Capital Reserves

Regulatory Reserves
Fair Value Reserves
Actuarial Reserves
Revaluation Reserves

12,464,921
(4,080,517)

5,613,632
2,027

Cash Flow Hedge Reserves
Other Reserves
Transfer to Insurance Contract Liability

219,821,551

79,068,237

Total

228,205,955

84,683,897

YWY
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Notes to Financial Statements (Continued...)

Provisions

Fig.in NPR

Particulars

Current Year

Previous Year

Provisions for employee benefits
i) Provision for Leave Encashment

9,423,200

4,031,086

ii) Defined Benefits Plan (Specify the name)

iii) Termination Benefits
iv) Other employee benefit obligations (to be Specified)

Provision for Gratuity
Provision for tax related legal cases

11,786,727

6,171,892

Provision for non-tax related legal cases
Others (to be Specified)

Total

21,209,927

10,202,978

(a) Additional Disclosure of Provisions

Description Opening Balance

Additions
During the Year

Utilised
During the Year

Reversed

During the Year Unwinding of

Discount

Closing Balance

Provision for tax related legal cases -
Provision for non-tax legal cases -

b) Provision with expected payouts within 12 months:

Particulars

Current Year

Previous Year

Provisions for employee benefits
i) Provision for Leave Encashment
i) Defined Benefits Plan (Specify the name)
iii) Termination Benefits
iv) Other employee benefit obligations (to be Specified)
Provision for Gratuity

719,818

307,447

Provision for tax related legal cases
Provision for non-tax related legal cases

Others (to be Specified)

Total

719,818.00

307,447.00

Gross Insurance Contract Liabilities

Particulars

Current Year

Previous Year

Policy liabilities and provisions 1,314,730,515 422,836,479
Bonus Liability 361,061,167 198,113,581
Unallocated Surplus - 13,871,324
Provision for unearned premiums 359,872,000 257,379,000
Premium deficiency reserve - -
Outstanding Claim Reserve 21,797,283 805,000
Fair Value Reserves - 18,244
Cash Flow Hedge Reserves - -
Actuarial Reserves - -
Revaluation Reserves - -
Fair Value Gain on Investment Properties - -
Share of Profit of Associates accounted as per Equity Method - -
Share of Other Comprehensive Income of Associates Accounted for using the Equity Method - -
Others (to be Specified) - -
Total 2,057,460,965 893,023,628
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Notes to Financial Statements (Continued...)

I

1%

Notes on the cash — flows considered for Liability Adequacy Test (LAT):

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. Navin
Vishwanath lyer, a professional actuary as 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.

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 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
2077. 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 20%
direct cession for the base plan and no cession for Critical illness rider.

Notes on Valuation Methods and Assumptions:
A) Valuation Methodologies:
a. Describe the valuation methods used for key product lines:

The long-term liabilities for all the individual base products have been determined at a
policy level prospectively using a Gross Premium Valuation methodology, as required
by Beema Samiti Regulations.
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fii.

All Individual products are modelled in these programs which project the cash flows
at monthly intervals till the end of their policy terms. For Group products, a Unearned
Premium Reserve (UPR) approach was adopted to estimate the reserves.

Reserves for Individual Participating Business

Reserves are computed using gross premium methodology. The amounts of long-
term liabilities have been determined separately for each contract using a prospective
calculation by projecting future cash flows.

Reserves = PV (Benefits) + PV (Expenses & Commissions) — PV (Gross Premiums)

The various benefits considered include Death Benefit, Survival Benefit and Maturity
Benefit etc. Cash flows are projected in accordance with the product specifications
for each plan. Maturity and death related cash flows are projected for savings and
protection plans relevantly. Similarly, survival benefits and other benefits are projected
in accordance with the product specifications.

For participating products, vested bonus as at the date of valuation along with future
bonuses (excluding bonus declared on valuation date) have been incorporated into
the computation and projection of the benefit cash flows - death and maturity benefits.

The liability so obtained, if negative, is subject to zeroization at policy level as at the
date of valuation. At the next level, if the policy has acquired surrender value, the
reserve (after zeroization, as applicable), is topped up to the level of the surrender
value as payable under Beema Samiti guidelines.

For the base participating plans, credit for reinsurance has not been considered
currently, as a prudent measure.

Due to the adequate levels of prudence in the valuation basis, the company believes
that no explicit provision for Covid claims is required under par business policies,
which are primarily savings contracts.

Reserves for Individual Non-Participating Business - Foreign Employment Term
business:

These constitute Single Premium term insurance policies sold to expatriates. The
policy offers inbuilt benefits such as death benefit (base benefit), funeral expense
benefit, body repatriation benefit and loss of income benefit. It also offers the option to
add Critical lliness benefit by paying additional premium.

The Company has computed Gross Premium Reserves for the Foreign Employment
term insurance portfolio using the valuation assumptions.

Credit for reinsurance has been allowed for in line with the reinsurance norms.

The Company has also made an explicit provision for Incurred but Not Reported
claims (IBNR) net of reinsurance of NPR 2.50 Crores, based on estimated delay in
claim and some allowance for prudence, especially given delays in reporting due to
COVID-19.

Additionally, a Covid claim provision of NPR 0.50 Crores have been kept under this
policy.

Reserves for Non-Participating Group Term Insurance:
Reserves have been computed as Unearned Premium Reserves using 1/365 method.

Credit for reinsurance has been allowed for in line with the reinsurance norms. These
constitute yearly renewable term insurance group policies covering their members
under these policies. The policy offers options to attach rider benefit as well. Two
month’s risk premium have been set aside as IBNR provision for this portfolio.
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IBNR provision net of reinsurance for this portfolio has been made as NPR 9.24 lacs.
Additionally, a Covid claim provision of NPR 7.50 lacs have been kept under this

policy.
Reserve for Non-Participating Micro Term Insurance:

These constitute low-cost term insurance policies offered to the low-income segment
of the population.

Reserves have been computed as Unearned Premium Reserves using 1/365 method.
Credit for reinsurance has been allowed for in line with the reinsurance norms.

In addition, two month’s risk premium have been set aside as IBNR provision for this
portfolio

IBNR provision net of reinsurance for this portfolio has been made as NPR 24.11 lacs.
Additionally, a COVID claim provision of NPR 7.50 lacs have been kept under this

policy.
Other Provisions:
Options and Guarantees for Individual & Group Business:

There are no explicit options and guarantees in the life insurance products offered by
the Company. Apart from the exercise of non-forfeiture options and choice of optional
riders, no other explicit options are available under the products.

Reserves for Optional Riders:

Unearned Premium Reserves (UPR) has been provided for the riders using 1/365
method, allowing suitably for reinsurance credit.

The optional riders offered by the Company include Accidental Death Benefit Rider,
Permanent Total Disability (TPD) Benefit Rider, and Premium Waiver Benefit Rider on
Accident TPD, Monthly Income Benefit Rider, Premium Waiver Benefit Rider (for child
plans), Funeral Expense Benefit Rider and Term Riders.

Provision for Revival of Lapsed Policies:

The Gross Premium Valuation methodology is used to compute mathematical reserve
for all lapsed policies (that have not acquired paid-up value) and assuming they are
in-force.

A provision is held towards the liability that may arise from the policies that may revive
in the future. As per Beema Samiti guidelines, lapsed policies can be revived at any
time irrespective of when the policy had lapsed.

A provision equal to 14% of the gross premium reserve (after deduction of the
outstanding due premiums) is held, based on the expected policy revival rate for the
Company. The Company shall monitor the revival experience on a regular basis and
inform the Actuary of any deviation from the assumption.

EMR Provision:

There is an additional mortality risk in respect of policies which are rated up on
account of occupation hazard, over/underweight, smoking history, previous/current
health condition or geographical conditions. Extra premiums are charged for the
higher mortality/morbidity risks on such policies.

The extra premium received is annualized and held as provision towards extra
mortality reserve.



B)

Vi.

Contingency Reserve:

A provision of NPR 15 lakhs has been made towards operational risk to cover any
unforeseen events and primarily to cover any data issues under par portfolio. No
such provision has been explicitly kept for non-par currently, given that the portfolio
is entirely made up of term insurance contracts wherein reserve requirements are
relatively low.

Cost of Bonus:

A provision of NPR 36.11 Crores has been held to support the cost of bonus declared
as at the date of valuation.

IBNR Reserves:

In order to strengthen the reserves, the Company has added an IBNR provision this
year to protect the Company from any steep outgo arising due to unreported claims.
For this purpose, the appointed actuary has analyzed the average time delay between
the date of reporting and date of occurrence of claim (based on the details provided by
the Company) and kept mortality cost for the average delay period as IBNR provision
for participating business as NPR 10 lakhs and NPR 2.83 Crores for non- participating
business.

Provision for Covid Claims:

In order to strengthen the reserves, the Company has further added a provision
for Covid related claims as pandemic is affecting the mortality of the policyholders
and few deaths claims are reported under Covid. Hence, based on available claims
information, the Company has kept provision for Covid related claims of NPR 65 lacs
for non- participating business.

Other Methodology Considerations:

Effective Date: Except where otherwise stated, all figures quoted in this report are as
at 15th July 2020 and make no allowance for any developments after that date.

Business: The statutory valuation is computed for all in-force business as at 15th July
2020. No new business has been considered for the purpose of this report.

Projection Period: Cash-flows have been projected until end of policy term for all
business as per the product specifications, covering the full lifetime of the underlying
policyholder liability.

Going Concern Basis: All values have been determined in accordance with a view of
the "most probable" future experience and on a "going concern" basis.

Valuation Assumptions:

The assumptions used in the GPV basis are realistic (best estimates) with a margin for
adverse deviation. The following assumptions have been made in the valuation conducted
as on 15th July 2020:

Assumptions

Valuation As on 15th July 2020

Mortality &

Morbidity

Participating Mortality: 105% of NALM 2009 table (allowing for an implicit 5%
Plans margin against Deviation)
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Valuation
Assumptions

As on 15th July 2020

Non —
Participating Plan

Foreign
Employment

Mortality: 65% of NLAM 2009 table for Morbidity: Cl — 20% of the
UK CIBT, 2002 table and PTD: - 2 per 1000 (allowing an implicit 5%
Margin against Deviation)

Valuation rate of
interest

6% per annum

Expenses:

Fixed Expenses:

NPR 1075/-p.a. reducing to half of original expense assumptions

E;r::lpatlng (subject to expense inflation) for whole life policies after premium
paying term. (Implicit 7.5% allowance for MAD)

Foreign Nil

Employment

Premium

Related

Expenses:

Participating o

Plans 1%

Foreign 1% of SP (Implicit 5% allowance for MAD)

Employment

Sum Assured
Related

Nil

Claim Expenses

0.1% of death benefit, Survival & maturity benefits for participating
plans. (Implicit 5% allowance for MAD)

Expense
IanF;tion 4% p.a

P-:z;r:::t Eng:\lz::nent Engg\lzfnnent E:ﬂ'lo‘_\;vvrr‘:gll: NLC:;T(V AMT)':::/I

Plus Plan Life back
0-9 15.23 16.53 19.24 - 11.25

Future Bonus 10-14 16.53 18.27 19.76 19.80 | 12.15
rates (per 1000 15-19 17.40 19.58 20.80 2205 | 1350
Sum Assured) 20-24 19.58 2175 21.84 24.75 | 1575

25-29 26.10 27.41 29.64 - -

20 and 3045 31.76 36.40 . .

lll) Notes on the Discounting Policy:

As mentioned above, the relevant cash flows are discounted using the valuation
interest rate of 6% p.a., which is as prescribed by the Beema Samiti guidelines. This
has a high margin for prudence compared to the expected long term investment return
of the Company. The average mean yields earned during the year were 14.29% for
par, 10.63% for non-par and 13.55% overall. Discounting is done on an annual basis.

IV) Notes on 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.
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Notes to Financial Statements (Continued...)

Fig.in NPR

Insurance Payables

Particulars Current Year Previous Year
Payable to Reinsurers 34,770,953 22,238,982
Payable to Other Insurance Companies 3,133,220 -
Others (to be Specified) - -
Total 37,904,173 22,238,982

Payable within 12 months:

Particulars

Current Year

Previous Year

Payable to Reinsurers 18,924,423 22,238,982
Payable to Other Insurance Companies 3,133,220 -
Others (to be Specified) - -
Total 22,057,643 22,238,982
21 Current Tax (Assets)/ Liabilities (Net)
Particulars Current Year Previous Year
Income Tax Liabilities - -
Income Tax Assets 110,027,536 61,436,462
Total (110,027,536) (61,436,462)
22 Borrowings

Particulars Current Year Previous Year
Bonds - -
Debentures - -
Term Loans - Bank and Financial Institution - -
Bank Overdrafts 1,457,346 -
Others (to be Specified) - -
Total 1,457,346 -
Payable within 12 months:

Particulars Current Year Previous Year
Bonds - -
Debentures - -
Term Loans - Bank and Financial Institution - -
Bank Overdrafts 1,457,346 -
Others (to be Specified) - -
Total 1,457,346 -
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Notes to Financial Statements (Continued...)
Other Financial Liabilities

Fig.in NPR

Particulars

Current Year

Previous Year

Redeemable Preference Shares

Irredemable Cumulative Preference Shares

67,436,837

Payable to Agents 172,161,174
Refundable Share Application Money - -
Sundry Creditors 14,548,484 12,003,193
Retention and deposits - -
Short-term employee benefits payable
i) Salary Payables 1,498,592 638,793
ii) Bonus Payables 29,805,337 29,790,564
iii) Other employee benefit payables (to be Specified) - -
Audit Fees Payable 446,000 334,500
Dividend Payable - -
Others (to be Specified)
Payable to Staffs 2,529,766 2,558,996
House Rent Payable 1,715,877 450,370
Total 222,705,230 113,213,252

Payable within 12 months:

Particulars

Current Year

Previous Year

Redeemable Preference Shares

Irredemable Cumulative Preference Shares

67,436,837

Payable to Agents 172,161,174
Refundable Share Application Money - -
Sundry Creditors 14,548,484 12,003,193
Retention and deposits - -
Short-term employee benefits payable
i) Salary Payables 1,498,592 638,793
ii) Bonus Payables 29,805,337 29,790,564
iii) Other employee benefit payables (to be Specified) - -
Audit Fees Payable 446,000 334,500
Dividend Payable - -
Others (to be Specified) - -
Payable to Staffs 2,529,766 2,558,996
House Rent Payable 1,715,877 450,370
Total 222,705,230 113,213,252

Other Liabilities

Particulars Current Year Previous Year
TDS Payable 28,935,555 17,626,517
VAT Payable - 41,639
Unidentified Premiums - -
Advance Premiums - -
Insurance Service Fee Payable 19,604,635 11,649,835
Lease Liability - -
Deferred Reinsurance Commission Income - -
Deferred Income - -
Others (to be specified) - -
Total 48,540,190 29,317,991
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Notes to Financial Statements (Continued...)

Payable within 12 months:

Fig.in NPR

Particulars Current Year Previous Year
TDS Payable 27,763,206 17,626,517
VAT Payable - 41,639
Unidentified Premiums - -
Advance Premiums - -
Insurance Service Fee Payable 19,604,635 11,649,835
Lease Liability - -
Deferred Reinsurance Commission Income - -
Deferred Income - -
Others (to be specified) - -
Total 47,367,842 29,317,991
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Notes to Financial Statements (Continued...) Fig.in NPR
Investment Income

Particulars Current Year Previous Year
Interest Income from Financial Assets Measured at Amortised Costs

i) Fixed Deposit with "A" Class Financial Institutions 195,065,306 224,303,915
i) Fixed Deposit with Infrastructure Bank - -
iii) Fixed Deposit with "B" Class Financial Institutions 54,461,850 14,307,320
iv) Fixed Deposit with "C" Class Financial Instituions 80,548 48,904
v) Debentures 71,540,610 12,020,487
vi) Bonds (Nepal Government/ NRB/ Guaranteed by Nepal Government) . - -
vii) Preference Shares of Bank

and Financial Institutions ) )
viii) Bank Deposits other than Fixed Deposit - 4,533,288 ) 1,344,884
ix) Policyholder Loans 8,543,239 540,609
x) Agent Loans 1,555,374 330,948
xi) Employee Loans 852,031 286,014
xii) Other Interest Income (to be specified) - -
Financial Assets Measured at at FVTOCI

i) Interest Income on Debentures - -

ii) Dividend Income 3,107,903 1,631,555
ii) Other Interest Income (to be specified) - -
Financial Assets Measured at at FVTPL

i) Dividend Income - -
ii) Other Interest Income (to be specified) - -
Rental Income - -
Others (to be specified) ) - -
Total 339,740,149 254,814,637

Net Gains/ (Losses) on Fair Value Changes

Particulars Current Year

Previous Year

Changes in Fair Value of Financial Assets Measured at FVTPL

i) Equity Instruments -

ii) Mutual Fund -

i) Others (to be Specified) -

Changes in Fair Value on Investment Properties -
Changes in Fair Value on Hedged Items in Fair Value Hedges -
Changes in Fair Value on Hedging Instruments in Fair Value Hedges -

Gains/(Losses) of Ineffective
Portion on Cash Flow Hedges

Others (to be Specified) -

Total -

Y0 fafes wrew
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Notes to Financial Statements (Continued...)
Net Realised Gains/ (Losses)

Fig.in NPR

Particulars

Current Year Previous Year

Realised Gains/ (Losses) on Derecognition of Financial Assets Measured at FVTPL

i) Equity Instruments
ii) Mutual Fund
i) Others (to be specified)

Realised Gains/ (Losses) on Derecognition of Financial Assets at Amortised Costs

i) Debentures
ii) Bonds
iii) Others (to be specified)

Realised Gains/ (Losses) on Derecognition of Financial Assets Measured at FVTOCI

i) Equity Instruments - 6,776,027
ii) Mutual Fund - -
iii) Others (to be specified) - -
Total - 6,776,027

Other Income

Particulars

Current Year Previous Year

Unwinding of discount on Financial Assets at Amortised Costs
i) Employee Loans

ii) Bonds

iii) Others (to be Specified)

Foreign Exchange Income

Interest Income from Finance Lease

Amortization of Deferred Income

Profit from disposal of Property, Plant and Equipment
Amortization of Deferred

Income

Stamp Income

Others (to be specified)

Other Income

411,289 236,364

- (2,988,980)

545 234

Total

411,834 (2,752,383)
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36

Notes to Financial Statements (Continued...)

Change in Contract Liabilities

Fig.in NPR

Particulars Current Year Previous Year

Gross Change in Contract Liabilities
Policy liabilities and provisions 891,894,036 354,033,610
Bonus Liability 162,947,586 158,337,436
Unallocated Surplus (13,871,324) 4,293,648
Premium deficiency reserve - -
Outstanding Claim reserve 20,992,283 (241,500)
Others (to be Specified) - -
Total Gross Change in Contract Liabilities 1,061,962,581 516,423,194
Change in Reinsurance Assets
Policy liabilities and provisions (16,294,000) -
Premium deficiency reserve - -
Outstanding Claim reserve (9,468,800) -
Others (to be Specified) - -
Total Change in Reinsurance Assets (25,762,800) -

Net Change in Contract Liabilities 1,036,199,781 516,423,194

Portfolio-wise detail of Net Change in Contract Liabilities

Gross Change in Contract Liabilities

Change in Reinsurance Assets

Net Change in Contract Liabilities

Particulars Current Year Previous Year Current Year Previous Year Current Year Previous Year
Endowment 373,192,898 148,126,866 (2,917,000) - 370,275,898 148,126,866
Anticipated Endowment 317,824,393 112,694,555 (10,284,000) - 307,540,393 112,694,555
Endowment Cum Whole Life 362,826,310 256,475,773 (10,553,000) - 352,273,310 256,475,773
Whole Life - - - - - -
Foreign Employment Term 7,399,080 - (2,008,800) - 5,390,280 -
Other Term 719,900 (874,000) - - 719,900 (874,000)
Special Term - - - - - -
Others (to be Specified) - - - - - -
Total 1,061,962,581 516,423,194 (25,762,800) - 1,036,199,781 516,423,194
Commission Expenses
Particulars Current Year Previous Year
Commission Expenses on Insurance Contracts 359,310,079 200,397,041
Others (To be specified)
Reinsurance Commission Expense 5,742,512 -
Total 365,052,591 200,397,041
Portfolio-wise detail of Commission Expenses
Particulars ¢ issi on C C
Contracts
Current Year Previous Year Current Year Previous Year Current Year Previous Year
Endowment 103,762,552 50,396,253 2,027,846 - 105,790,398 50,396,253
Anticipated Endowment 146,122,244 53,195,129 2,580,673 - 148,702,917 53,195,129
Endowment Cum Whole Life 106,361,700 96,537,101 - - 106,361,700 96,537,101
Whole Life - - 724,590 - 724,590 -
Foreign Employment Term - - - - - -
Other Term 3,063,583 268,558 409,403 - 3,472,986 268,558
Special Term - - - - - -
Others (to be Specified) - - - - - -
Total 359,310,079 200,397,041 5,742,512 - 365,052,501 200,397,041
Details of Commission Expenses
Particulars Commision Exper?se on First Year Commission Exp.ense on Single Ci 4 on Total
Premium Premium Premium
Current Year Previous Year Current Year Previous Year Current Year Previous Year Current Year Previous Year
Endowment 73,419,795 41,267,409 4,665,885 1,572,756 25,676,872 7,556,088 103,762,552 50,396,253
Anticipated Endowment 125,055,665 50,875,315 - - 21,066,579 2,319,814 146,122,244 53,195,129
Endowment Cum Whole Life 50,562,566 87,239,053 4,643,279 5,177,215 51,155,855 4,120,833 106,361,700 96,537,101
Whole Life - - - - - - - -
Foreign Employment Term - - - - - - - -
Other Term 3,063,583 268,558 - - - - 3,063,583 268,558
Special Term - - - - - - - -
Others (to be Specified) - - - - - - - -
Total 252,101,609 179,650,335 9,309,164 6,749,971 97,899,306 13,996,735 359,310,079 200,397,041
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Notes to Financial Statements (Continued...

Service Fees

Fig.in NPR

Particulars

Current Year Previous Year

Gross Service Fees 19,604,637 11,649,836
Reinsurer's Share of Service Fees (608,531) (395,195)
Total 18,996,106 11,254,641

Portfolio-wise detail of Service Fees

Reinsurer's Share of Service Fees Net Service Fees

Particulars Gross Service Fees

Current Year Previous Year Current Year Previous Year Current Year Previous Year
Endowment 5,724,190 2,568,185 (101,472) (36,601) 5,622,718 2,531,584
Anticipated Endowment 6,256,945 2,234,959 (186,593) (63,672) 6,070,352 2,171,287
Endowment Cum Whole Life 5,788,999 4,731,655 (105,015) (73,835) 5,683,984 4,657,820
Whole Life - - - - - -
Foreign Employment Term 1,302,989 2,061,975 (194,518) (208,621) 1,108,471 1,853,354
Other Term 531,514 53,062 (20,933) (12,466) 510,581 40,596
Special Term - - - - - -
Others (to be Specified) - - - - - -
Total 19,604,637 11,649,836 (608,531) (395,195) 18,996,106 11,254,641
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Notes to Financial Statements (Continued...)

Employee Benefits Expenses

Fig.in NPR

Particulars Current Year Previous Year
Salaries 77,040,532 53,767,376
Allowances 53,146,691 33,224,382
Defined Benefit Plans

i) Gratuity - -

ii) Others (to be Specified) - -
Defined Contribution Plans

i) Provident Fund 7,044,821 4,661,430

ii) Others (to be Specified)

Gratuity 6,512,519 4,669,289
Leave Encashment 6,407,511 3,104,998
Termination Benefits - -
Festival Allowances 8,725,614 5,337,235
Training Expenses 4,858,485 5,226,237
Uniform Expenses - -
Medical Expenses - -
Staff Insurance Expenses 2,208,812 1,138,643
Staff Welfare - -
Bonus 13,239,570 16,565,767
Others (to be Specified)

Amortization of Deferred Employee Expenses 411,289 236,364
Overtime 1,615 -
Total 179,597,459 127,931,721

39

Depreciation & Amortization Expenses

Particulars Current Year Previous Year
Depreciation on Property, Plant and Equipment (Refer Note. 5) 14,868,459 15,577,091
Depreciation on Investment Properties (Refer Note. 6) - -

Amortization of Intangible Assets (Refer Note. 4) 457,650 865,580
Total 15,326,109 16,442,671

9%
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Notes to Financial Statements (Continued...)
Impairment Losses

Fig.in NPR

Particulars

Current Year

Previous Year

Impairment Losses on Property, Plant and Equipment, Investment Properties
and Intangible Assets

i) Property, Plant and Equipment

ii) Investment Properties
iii) Intangible Assets

Impairment Losses on Financial Assets

i) Investments

ii) Loans (Agent Loan)
iii) Other Financial Assets

iv) Cash and Cash Equivalents
v) Others (to be Specified)

Impairment Losses on Other Assets
i) Reinsurance Assets

ii) Insurance Receivables
iii) Lease Receivables
iv) Others (to be Specified)

Total

1,522,454

Other Expenses

Particulars

Current Year

Previous Year

Rent Expenses 36,753,955 29,822,265
Electricity and Water 2,894,132 2,542,469
Repair & Maintenance

i) Buildings - -

ii) Vehicles 442,532 394,262

iii) Office Equipments 231,451 10,505

iv) Others (to be Specified) 30,584 154,960
Telephone & Communication 8,190,076 7,262,202
Printing & Stationary 7,429,069 12,896,317
Office Consumable Expenses 563,575 1,221,769
Travelling Expenses

i) Domestic 3,500,315 4,488,715

ii) Foreign - 40,300
Agent Training 1,790,201 2,450,212
Other Agent Expenses 192,030,429 105,363,210
Insurance Premium 720,588 558,650
Security Expenses 1,267,147 1,896,362
Legal and Consulting Expenses 1,690,333 488,596
Newspapers, Books and Periodicals 44,690 41,020
Advertisement & Promotion Expenses 15,676,141 10,544,417
Business Promotion 15,800,847 9,972,757
Guest Entertainment 971,926 1,033,599
Gift and Donations 750,000 -
Board Meeting Fees and Expenses

i) Meeting Allowances 322,000 508,000

ii) Other Allowances 46,557 130,344

Other Committee/ Sub-committee Expenses
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Notes to Financial Statements (Continued...) Fig.in NPR
i) Meeting Allowances 335,000 685,000
ii) Other Allowances - -

Annual General Meeting Expenses 487,231 -

Audit Related Expenses
i) Statutory Audit 169,500 169,500
ii) Tax Audit 101,700 101,700
i) Long Form Audit Report 45,200 39,550
iv) Other Fees 113,022 85,894
v) Internal Audit 226,000 226,000
vi) Others ( to be Specified) - -

Bank Charges 461,986 135,247

Fee and Charges 2,457,725 2,291,850

Postage Charges 1,344,757 2,087,931

Others (to be Specified)

Medical Examination Fee 8,437,317 3,050,624
Fines and Penalties - Income Tax - 194,265
Tea/Canteen Expenses 1,266,885 2,595,372
Office Running Costs 2,058,689 3,434,970
Actuarial Fees 732,926 2,868,368
Actuarial Expenses 470,521 -
Transportation 5,347,303 4,168,048
Management Fee - Foreign Employment Business 6,012,198 4,649,117
Total 321,214,508 218,604,367

Finance Cost

Particulars

Current Year

Previous Year

Unwinding of discount on Provisions

Unwinding of discount on Financial Liabilities at Amortised Costs

Interest Expenses - Bonds
Interest Expenses - Debentures

Interest Expenses - Term Loans
Interest Expenses - Leases

536,886

3,037,983

Interest expenses - Overdraft Loans
Others (to be Specified) - -
Total 536,886 3,037,983

Income Tax Expense

Income Tax Expense

Particulars

Current Year

Previous Year

Current Tax

i) Income Tax Expenses for the Year
ii) Income Tax Relating to Prior Periods

Deferred Tax For The Year

i) Originating and reversal of temporary differences (2,111,043) (2,188,591)

ii) Changes in tax rate - -

iii) Recognition of previously unrecognised tax losses (138,642,271) (76,867,939)

iv) Write-down or reversal - -

v) Others (to be Specified) - -
Income Tax Expense (140,753,314) (79,056,530)
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Notes to Financial Statements (Continued...)

Reconciliation of Taxable Profit & Accounting Profit

Fig.in NPR

Particulars Current Year Previous Year
Accounting Profit Before Tax 128,291,185 149,091,901
Applicable Tax Rate 25% 25%
Tax at the applicable rate on Accounting Profit 32,072,796 37,272,975
Add: Tax effect of expenses that are not deductible for tax purpose
i) Net Benefits and Claims Paid 289,365,344 138,377,628
ii) Capital Items not allowed for deduction 140,897 305,442
iii) Fines and Penalties disallowed for deduction - 48,566.21

Less: Tax effect on exempt income and additional deduction

i) Net Earned Premiums

(461,555,376)

(254,653,253)

ii) Dividend Income (776,976) (407,889)
Less: Adjustments to Current Tax for Prior Periods

i) - -

i) - -
Add/ (Less): Others (to be Specified)

i) - -

i) - -
Income Tax Expense (140,753,314) (79,056,530)
Effective Tax Rate -110% -53%
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Notes to Financial Statements (Continued...)

44 Employee Retirement Benefits

a) Post Employment Benefit - Defined Contribution Plans

Fig. in NPR

For the year ended Ashadh 31, 2077 (July 15, 2020 ) the company has recognised an amount of NPR. 13,557,340 as an expenses under the defined contribution

plans in the Statement of Profit or Loss.

b) Post Employment Benefit - Defined Benefit Plans

For Defined Benefit Plans, the cost of providing benefits is determined using the Projected Unit Credit Method, with Actuarial Valuations being carried out.

c) Total Expenses Recognised in the Statement of Profit or Loss

Particulars

Employee Benefit Plan

Any Other Funded Liability

Current Year Previous Year

Current Year Previous Year

Current service cost

Past service cost

Net interest cost (a-b)

a. Interest expense on defined benefit obligation (DBO)

6,407,511 3,104,998

b. Interest (income) on plan assets

Defined benefit cost included in Statement of Profit or Loss

6,407,511 3,104,998

d) Remeasurement effects recognised in Statement of Other Comprehensive Income (OCI)

Particulars

Employee Benefit Plan

Any Other Funded Liability

Current Year Previous Year

Current Year Previous Year

a. Actuarial (gain)/ loss due to financial assumption changes in DBO

b. Actuarial (gain)/ loss due to experience on DBO

c. Return on plan assets (greater)/ less than discount rate

Total actuarial (gain)/ loss _included in OCI

e) Total cost recognised in Comprehensive Income

Employee Benefit Plan

Any Other Funded Liability

Particulars

Current Year Previous Year Current Year Previous Year
Cost recognised in Statement of Profit or Loss 6,407,511 3,104,998 - -
Remeasurements effects recognised in OCI - - - -
Total cost recognised in Comprehensive Income 6,407,511 3,104,998 - -

f) Change in Defined Benefit Obligation

Employee Benefit Plan

Any Other Funded Liability

Particulars

Current Year Previous Year Current Year Previous Year
Defined benefit obligation as at the beginning of the year 4,031,086 1,414,064 - -
Service cost 6,407,511 3,104,998 - -
Interest cost - - - -
Benefit payments from plan assets (1,015,397) (487,976) - -
Actuarial (gain)/ loss - financial assumptions - - - -
Actuarial (gain)/ Loss - experience - - - -
Defined Benefit Obligation as at Year End 9,423,200 4,031,086 - -

g) Change in Fair Value Of Plan Assets

Particulars

Employee Benefit Plan

Any Other Funded Liability

Current Year Previous Year

Current Year Previous Year

Fair value of plan assets at end of prior year
Interest Income

Expected return on plan assets

Employer contributions
Participant contributions

Benefit payments from plan assets

Transfer in/ transfer out
Actuarial gain/ (loss) on plan assets

Fair value of Plan Assets as at Year End
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h) Net Defined Benefit Asset/(Liability)

Employee Benefit Plan

Any Other Funded Liability

Particulars
Current Year Previous Year Current Year Previous Year
Defined Benefit Obligation 9,423,200 4,031,086 - -
Fair Value of Plan Assets - - - -
Liability/ (Asset) Recognised in Stat 1t of Financial Position 9,423,200 4,031,086 - -

i) Expected Company Contributions for the Next Year

Particulars

Employee Benefit Plan

Any Other Funded Liability

Current Year Previous Year

Current Year Previous Year

Expected company contributions for the next year

j) Reconciliation of amounts in Statement of Financial Position

Particulars

Employee Benefit Plan

Any Other Funded Liability

Current Year Previous Year

Current Year Previous Year

Net defined benefit liability/(asset) at prior year end 4,031,086 1,414,064 - -
Defined benefit cost included in Statement of Profit or Loss 6,407,511 3,104,998 - -
Total remeasurements included in OCI - - - -
Acquisition/ divestment (1,015,397) (487,976) - -
Employer contributions - - - -
Net defined benefit liability/(asset) 9,423,200 4,031,086 - -

k) Reconciliation of Statement of Other Comprehensive Income

Particulars

Employee Benefit Plan

Any Other Funded Liability

Current Year Previous Year

Current Year Previous Year

Cumulative OCI - (Income)/Loss, beginning of period
Total remeasurements included in OCI

Cumulative OCI - (Income)/Loss

1) Current/Non - Current Liability

Employee Benefit Plan

Any Other Funded Liability

Particulars

Current Year Previous Year Current Year Previous Year
Current Liability 719,818 307,447 - _
Non - Current Liability 8,703,382 3,723,639 - -
Total 9,423,200 4,031,086 - -

m) Expected Future Benefit Payments

Employee Benefit Plan

Any Other Funded Liability

Particulars - -

Current Year Previous Year Current Year Previous Year
Within 1 year 384,785 162,803 - -
Between 1-2 years - - - -
Between 2-5 years 1,535,267 649,895 - -
From 6 to 10 2,054,076 902,314 - -
Total 3,974,128 1,715,012 - -

n) Plan assets

Particulars

Employee Benefit Plan

Any Other Funded Liability

Current Year Previous Year

Current Year Previous Year

(% Invested) (% Invested)

(% Invested) (% Invested)

Government Securities (Central and State)

Corporate Bonds (including Public Sector bonds)

Mutual Funds

Deposits

Cash and bank balances
Others (to be Specified)

Total
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o) Sensitivity Analysis

Particulars Employee Benefit Plan Any Other Funded Liability
Current Year Previous Year Current Year Previous Year
Effect in Defined Benefit Obligation Due to 1% Increase in Discount Rate 4,563,393 - - -
Effect in Defined Benefit Obligation Due to 1% Decrease in Discount Rate 5,604,827 - - -
Effect in Defined Benefit Obligation Due to 1% Increase in Salary Escalation 5,616,584 - - -
Rate
Effect in Defined Benefit Obligation Due to 1% Decrease in Salary Escalation 4,546,759 - - -
Rate
Effect in Defined Benefit Obligation Due to 1% Increase in Attrition Rate 5,260,979 - - -
Effect in Defined Benefit Obligation Due to 1% Decrease in Attrition Rate 4,766,332 - - -
p) Assumptions
Particulars Employee Benefit Any ther.Funded
Plan Liability
Discount Rate 8.00% -
Escalation Rate (Rate of Increase in Compensation Levels) 5.00% -
Attrition Rate (Employee Turnover) 5.00% -
Mortality Rate During Employment NAL 2009 -

* NAL: Nepal Assured Lives Mortality

Mortality rates:
Representative mortality rates taken for current actuarial valuation as per the chosen mortality table are given below:

Age Rate
15 0.000777
45 0.003365
20 0.00103
50 0.005724
25 0.001177
55 0.009447
30 0.001219
60 0.014381
35 0.001459
65 0.023827
40 0.002196
70 0.040058
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Notes to Financial Statements (Continued...)

e) Reconciliation of Segmental Profit with Statement of Profit or Loss

Particulars Current Year Previous Year
Segmental Profit 306,336,618 256,270,363
Less: Depreciation and Amortization (15,326,109) (16,442,671)
Less: Non-cash expenses other than Depreciation and Amortization (1,522,454) -
Less: Unallocable Corporate Expenditures (500,811,967) (346,536,088)
Add: Unallocable Other Income 340,151,983 258,838,281
Less: Finance Cost (536,886) (3,037,983)
Profit Before Tax 128,291,185 149,091,901

f) Reconciliation of Assets

Particulars Current Year Previous Year
Segment Assets 74,866,800 -
Intangible Assets 3,187,353 3,645,003
Property, Plant and Equipment 69,097,863 70,921,479
Investment Properties - -
Deferred Tax Assets 221,181,723 79,061,480
Investment in Subsidiaries - -
Investment in Associates - -
Investments 3,750,529,506 2,644,106,544
Loans 143,013,602 48,033,924
Current Tax Assets (Net) 110,027,536 61,436,462
Insurance Receivables - 33,737,711
Other Assets 12,655,889 7,308,806
Other Financial Assets 58,190,003 20,817,612
Cash and Cash Equivalents 301,534,711 188,973,010
Total Assets 4,744,284,986 3,158,042,032

g) Reconciliation of Liabilities

Particulars

Current Year

Previous Year

Segment Liabilities

Transfers to Gross Insurance Contract Liabilities from Reserves
Provisions

Deferred Tax Liabilities

Insurance Payables

Current Tax Liabilities (Net)

Borrowings

Other Financial Liabilities

Other Liabilities

2,057,460,965

21,209,927

37,904,173
1,457,346
222,705,230
48,540,190

893,023,628

10,202,978

22,238,982

113,213,252
29,317,991

Total Liabilities

2,389,277,831

1,067,996,831
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Notes to Financial Statements (Continued...)

52 Related Party Disclosure

(a) Identify Related Parties

Holding Company:
The company doesn't have a holding company.

Subsidiaries:
The company doesn't have any subsidiary companies.

Associates:
The company doesn't have any associate companies.

Fellow Subsidiaries:
The company doesn't have any fellow subsidiary companies.

Key Management Personnel:

According to NAS 24 - "Related Party Disclosures", Key Management Personnel are those having authority and responsibility for planning, directing and controlling the activities of

the entity. The company has recognized its Directors, Chief Executive Officer, Chief Operation Officer, Chief Marketing Officer and Deputy General Manager as its Key

Management Personnel.

(b) Key Management Personnel Compensation:

Particulars Current Year Previous Year
Short-term employee benefits 19,868,788 15,471,199
Post-employment benefits 505,082 432,548
Other long-term benefits - -
Termination benefits - -
Total 20,373,870 15,903,747

Payment to Chief Executive Officer (CEO)

Particulars

Current Year _ Previous Year

Annual salary and allowances 7,334,250 7,150,000
Performance based allowances - -
i) Employee Bonus 1,142,176 -
ii) Benefits as per prevailing provisions - -
iii) Incentives - -
Insurance related benefits - -
i) Life Insurance - -
ii) Accident Insurance 31,625 35,360
iii) Health Insurance (including family members) 7,300 8,250
Total 8,515,351 7,193,610
(c) Related Party Transactions:
Particulars Holding sul ies Fe_llx?w_ Key Managerial Total
Company Subsidiaries Personnel

Premium Earned
For The Year Ended Ashadh 31, 2077 (July 15, 2020 )

For The Year Ended Ashadh 31, 2076 (July 16, 2019)

C ission Income

For The Year Ended Ashadh 31, 2077 (July 15, 2020 )
For The Year Ended Ashadh 31, 2076 (July 16, 2019)

Rental Income

For The Year Ended Ashadh 31, 2077 (July 15, 2020 )
For The Year Ended Ashadh 31, 2076 (July 16, 2019)

Interest Income
For The Year Ended Ashadh 31, 2077 (July 15, 2020 )

For The Year Ended Ashadh 31, 2076 (July 16, 2019)

Sale of Property, Plant & Equipment

For The Year Ended Ashadh 31, 2077 (July 15, 2020 )
For The Year Ended Ashadh 31, 2076 (July 16, 2019)

Purchase of Property, Plant & Equi

For The Year Ended Ashadh 31, 2077 (July 15, 2020 )
For The Year Ended Ashadh 31, 2076 (July 16, 2019)

Premium Paid
For The Year Ended Ashadh 31, 2077 (July 15, 2020 )

For The Year Ended Ashadh 31, 2076 (July 16, 2019)
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Notes to Financial (Continued...)

Commission Expenses
For The Year Ended Ashadh 31, 2077 (July 15, 2020 )

For The Year Ended Ashadh 31, 2076 (July 16, 2019)

Dividend
For The Year Ended Ashadh 31, 2077 (July 15, 2020 )

For The Year Ended Ashadh 31, 2076 (July 16, 2019)

Meeting Fees

For The Year Ended Ashadh 31, 2077 (July 15, 2020 ) 657,000 657,000

For The Year Ended Ashadh 31, 2076 (July 16, 2019) 1,193,000 1,193,000
All to Directors

For The Year Ended Ashadh 31, 2077 (July 15, 2020 ) 46,557 46,557

For The Year Ended Ashadh 31, 2076 (July 16, 2019) 130,344 130,344
Others (to be specified)

For The Year Ended Ashadh 31, 2077 (July 15, 2020 ) - -

For The Year Ended Ashadh 31, 2076 (July 16, 2019) - -
(d) Related Party Balances:

Particulars Holding Subsidiaries Fe.lk.)w_ Key Managerial Total
Company Subsidiaries Personnel

Receivables including Reinsurance Receivables
As at Ashadh 31, 2077 (July 15, 2020)

As at Ashadh 31, 2076 (July 16, 2019)

Other Receivables (to be Specified)

As at Ashadh 31, 2077 (July 15, 2020)

As at Ashadh 31, 2076 (July 16, 2019)

Payables including Reinsurance Payables
As at Ashadh 31, 2077 (July 15, 2020)

As at Ashadh 31, 2076 (July 16, 2019)

Other Payables (to be Specified)

As at Ashadh 31, 2077 (July 15, 2020)
As at Ashadh 31, 2076 (July 16, 2019)
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Notes to Financial Statements (Continued...)

Leases
(a) Leases as Lessee

(i) Operating Leases:
The Company has various operating leases ranging from 1 year to 12 years. Non-cancellable period is for 3 months. The leases are renewable by mutual consent and contain escalation clause.
Rental expenses for operating leases recognised in the Statement of Profit and Loss for the year is NPR 36,753,955 (Ashadh 31, 2076/ July 15, 2019: NPR 29,822,265).

Disclosure in respect of Non-cancellable lease is as given below

Future Minimum Lease Payments Current Year Previous Year
i) Not Later than 1 year - -

ii) Later than 1 year and not later than 5 years - -

iii) Later than 5 years - -

The Company has not entered into any non-cancellable operating lease agreements. All operating lease agreements can be cancelled by giving a 3 months advance notice by either of the
parties to the contract.

(i) Finance Lease:
The Company holds assets under finance leases. Future minimum lease payments and lease liability at the end of the year is given below:

Future Minimum Lease Payments Current Year Previous Year
i) Not Later than 1 year N B

ii) Later than 1 year and not later than 5 years - -

iii) Later than 5 years - -
Total Future Minimum Lease Payments - -

Less: Effect of Discounting - N

Finance lease liability recognised - -

The Company has not entered into any Finance Lease agreements.

(b) Leases as Lessor

(i) Operating Lease:
The Company has leased out certain office spaces that are renewable on a periodic basis. Rental income received during the year in respect of operating lease is NPR 0.00 (Ashadh 31, 2076/
July 16, 2019: NPR 0.00). Details of assets given on operating lease as at year end are as below.

Disclosure in respect of Non-cancellable lease is as given below

Future Minimum Lease Income Current Year Previous Year
i) Not Later than 1 year - -
ii) Later than 1 year and not later than 5 years - -
iii) Later than 5 years - -

The company has not leased out any asset as operating lease.

(i) Finance Lease:
The Company has given assets under finance leases. At the year end receivables under finance lease agreements fall due as follows:

Current Year Previous Year
Particulars Gross Unearned Gross Unearned
. Net Investment . Net Investment
Investment Finance Income Finance Income

i) Not Later than 1 year - - - - - -

Later than 1 year and not later than 5 years - - - - - -
iii) Later than 5 years - - - - - -

Total - - - - - -

The company has not leased out any asset as finance lease.

Capital Commitments
Estimated amount of contracts remaining to be executed in capital accounts and not provided for

Particulars Current Year Previous Year
Property, Plant and Equipment - N

Investment Properties - -
Intangible Assets - =

Total - -

Contingent Liabilities
Estimated amount of contracts remaining to be executed in capital accounts and not provided for (net of advances)

Particulars Current Year Previous Year

Claims against Company not acknowledged as debts

a) Income Tax - -
b) Indirect Taxes - -
c) Others (to be Specified) - -

Total - -
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Citizen Life Insurance Company Limited
Minimum Disclosure in Management Report
(Year Ended Upto Ashadh 31st, 2077)

Information related to Life Insurer

Under this title following matters shall be disclosed

Date of establishment: 2064/03/12

Insurer licence date: 2075/05/05

Insurance business type, nature: Endowment, Money Back, Endowment Cum Whole Life, Term
Date of commencement of business: 2075/07/04

Other matters which insurer wish to include: None

A WN -

Insurer's Board of Directors shall approve following matters

1 Validity of license issued by Beema Samiti to carry insurance business: License has been
renewed as per Insurance Act and Bylaws.

2 There is no tax, fine and penalties to be paid under laws & regulations.

3 The shareholding pattern is available in in Schedule 17a.

4 Whether solvency ratio as prescribed by Beema Samiti is maintained or not: The actual solvency
margin is above 1.5 as required by Beema Samiti.

5 a) Statement regarding assets that financial amount contained in SOFP are not overstated than
it's fair value.

b) Measurement basis of the assets recognized in financial statements: Historical Cost,
Amortized Cost and Fair Value wherever applicable.

6 Declaration on investment made by insurer that are in line with prevailing laws. If not reason to
be disclosed:

All investments made are in line with Investment Directives issued by Beema Samiti.

7 Number of claim settled within the year and outstanding claim number and time frame to settle
the outstanding claim:

The company has paid 115 claims and 37 claims are outstanding as of the financial year ending
31st Ashadh 2077. The outstanding claims will be paid in the following financial year after receipt
of complete documents.

8 Declaration on compliance with the provision of Insurance Act 2049, Insurance Regulation 2049,
Company Act 2063, NFRSs and other prevailing laws & regulation to which insurer shall adhere
to and any non compliance with reasons thereof:

The applicable provisions of the Insurance Act 2049, Insurance Regulation 2049, Company Act
2063, NFRSs and other prevailing laws and regulation have been duly complied with.

9 Declaration that the appropriate accounting policy has been consistently adopted.

The Financial Statement of the Company has been prepared in accordance with the applicable
accounting standards, principles and policies. Further, the accounting policies have been applied
consistently and judgements and estimates have been made wherever necessary.

10 Declaration on Financial Statements as at Reporting Date that the insurer's Financial Position
and Financial Performance are presented true & fairly:

The Financisl Statements present truly and firly the company's financial position as at 31st
Ashadh 2077 and company's financial performance for the financial year 2076/077.

11 Declaration that Board of Directors have implemented adequate and appropriate provision
to safeguard the assets and for identification and mitigation against losses due to fraud,
embezzlement and irregularities: Adequate policies and procedures have been formulated to
safeguard the assets of the company.

12 Declaration that Financial Statements have been prepared based on going concern basis: The
Financial Statements have been prepared on going concern basis.

13 Declaration that the internal control system is commensurate with the size, nature & volume of
the insurer's business:

The management has ensured that the internal control system is commensurate with the size,
nature & volume of the insurer's business.

14 Declaration that the insurer has not conducted any transactions contrary to Insurance Act, 2049,
Companies Act, 2063, related regulations and directions with any person, firm, company and
insurer's director or with any entity in which insurer's director has interest:

The Company has not conducted any transactions contrary to Insurance Act, 2049, Companies
Act, 2063, and other related regulations and directions

15 Disclosure on any penalties, levied by Beema Samiti for the particular financial year: No penalties
have been levied by Beema Samiti for the financial year 2076/077.

16 Other disclosure which is deemed appropriate by management: None
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Citizen Life Insurance Company Limited

Major Financial Indicator

S.N Particular Indicator Fiscal Year
s 2073/074 2074/075 2075/076 2076/077
1 Net worth NRs. 1,564,774,220 1,857,684,516 2,090,045,201 2,355,007,156
2 Number of Shares Number 15,591,000 17,500,000 17,500,000 17,500,000
3 Book value per shares NRs. 100.36 106.15 119.43 134.57
4 Net Profit NRs. 2,247,757 100,595,182 228,148,431 269,044,499
5 Earning per Shares (EPS) NRs. 1.80 5.75 13.04 15.37
6 Dividend per Shares (DPS) NRs. - - - -
7 Market Price per Shares (MPPS) NRs. - - - -
8 Price Earning Ratio (PE Ratio) Ratio - - - -
9 Solvency Margin % - 1.30 2.12 2.39
10 Change in Equity % 100.00 18.72 12.51 12.68
11 Return on Revenue % - 27.90 22.40 14.57
12 Return on Equity % 0.14 5.42 10.92 11.42
13 Return on Investments % 0.37 10.36 9.47 8.73
14 Return on Assets % 0.10 6.42 7.22 5.67
15 Operating Expense Ratio % - 41.61 56.71 48.87
16 Net Insurance Premium/ Gross Insurance Premium % - 89.69 96.27 99.37
17 Net Profit/ Gross Insurance Premium % - 25.02 21.56 14.48
18 Gross Insurance Premium/ Total Assets % - 25.66 33.51 39.16
19 Income from Investment & loan/ Total investment & loan amount % 0.37 10.36 9.47 8.73
20 Reinsurance Commission Income/ Gross Reinsurance Premium % - 0.73 5.71 -
21 Management expenses/ Gross Insurance Premium % - 32.10 34.59 27.89
22 Agent Related Expenses/ Gross Insurance Premium % - 4.15 10.19 10.43
23 Number of Agents Numbers - 3,085 6,839 10,005
24 Number of Branch and Sub-Branch Numbers 1 43 85 114
25 Employee expenses/ Management expenses % 10.87 44.47 34.95 34.66
26 Employee expenses/ Number of Employees % 59,376 441,518 669,800 774,127
27 Outstanding Claim/ Claim Paid % - 23.46 1.39 13.50
28 Total Number of In Force Insurance Policies Numbers - 55,445 99,267 99,267
29 Gross Premium Growth Rate % - 100.00 163.18 75.59
30 Change in Gross Premium % - 100.00 163.18 75.59
31 Actuarial Provision Amount - 269,731,191 893,023,628 2,057,460,965
32 Technical Provisions/ Total Equity % - 14.52 42.73 87.37
33 Reinsurance Ratio % - 10.31 3.73 0.63
34 Gross Premium Revenue/ Equity % - 21.64 50.63 78.89
35 Net Premium Revenue/ Equity % - 19.41 48.74 78.40
36 Insurance Debt/ Total Equity % - - - 0.06
37 Liquidity Ratio % 22,503.59 18.33 22.72 14.74
38 Affiliate Ratio % - 5.60 11.01 15.51
39 (Unquoted Equities + Debtors)/ Net Total Assets % - - 0.23 0.23
40 Number of Renewed Policy/ Last Year's Total Number of In Force Policies % - - 69.45 63.09
41 Number of Intimated Claim/ Total Number of In Force Policy % - 0.09 0.06 0.93
42 Declared Bonus Rate % - 35-70 25-73 25-73
43 Interim Bonus Rate % - 35-70 25-73 25-73
100 fafes wEw
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Deoki Bijay & Co. HousoNodst
Ward No.4, Sukedhara
Chartered Accountants Kathrrsida, Napel

Firm Tel : 00977-01-4439445
. No. 14
'II'(;:LEII\}T 50001&;?11 o E-mail: ca.dbcnepal@gmail.com
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