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3MMERAIT AAREGIED DI Il

SMERAI AT FDD! Jat

FAIATSH SoIARGT DIUoT [AlSISSD!

S.N. Particulars Address Shares Amount Percentage (%)

1 Mahesh Kumar Jaju Morang District, Biratnagar, Ward No. 9 180,000 18,000,000 1.16%

2 Suresh Kumar Rathi Morang District, Biratnagar, Ward No. 12 180,000 18,000,000 1.16%

3 Call Mobility Pvt. Ltd. Kathmandu Metropolitancity, Putalisadak, 200,000 20,000,000 1.29%
Ward No. 31

4 Chandra Tandan Kathmandu Metropolitancity, Ward No. 14 200,000 20,000,000 1.29%

5 Vidya Devi Agrawal Sunsari District, Dharan, Ward No. 5 200,000 20,000,000 1.29%

6 Satish Kumar More Parsa District, Birgunj, Ward No. 7 270,000 27,000,000 1.75%

7 G. 0. Automobiles Kathmandu Metropolitancity, Ganbahal, 300,000 30,000,000 1.94%
Ward No. 22

8 Akash Golchha Kathmandu Metropolitancity, Ward No. 22 360,000 36,000,000 2.33%

9 Deepak Kumar Mundara Morang District, Biratnagar, Ward No. 9 400,000 40,000,000 2.59%

10 |Sanjeev Saraff Janakpur District, Dhanusha, Ward No. 5 400,000 40,000,000 2.59%

11 Venkatesh Mundara Morang District, Biratnagar, Ward No. 9 400,000 40,000,000 2.59%

12 Nanda Kishor Sharma Morang District, Biratnagar, Ward No. 8 415,000 41,500,000 2.69%

13 Gaurav Sharda Morang District, Biratnagar, Ward No. 2 460,000 46,000,000 2.98%

14 |Aditi Chokhani Kathmandu Municipality, Baluwatar, Ward 483,000 48,300,000 3.14%
No. 4

15 City Investment Fund Pvt. Ltd. |Kathmandu Metropolitancity, Kamladi, 600,000 60,000,000 3.89%

(8Tr@r "enfaa A City Express [Ward No. 1
Investment Fund Pvt. Ltd.)

16 Sirish Kumar Murarka Siraha District, Lahan, Ward No. 7 700,000 70,000,000 4.54%

17 Bodh Prasad Tripathi Chitwan District, Dareychowk, Ward No. 7 750,000 75,000,000 4.87%

18 NIC Asia Bank Kathmandu MetropolitanCity, Thapathali, 1,500,000 150,000,000 9.74%
Ward No. 11

19 Nitesh Agrawal Sunsari District, Dharan, Ward No. 5 2,800,000 280,000,000 18.18%

20 Usha Agrawal Kathmandu Metropolitancity, Ward No. 22| 2,800,000/ 280,000,000 18.18%

Total Paid Up Capital| 13,598,000| 1,359,800,000 88.19%

0..___________________________________________________________________________________________|




CORPORATE SOCIAL RESPONSIBILITY

THEAMAZING -
F MOTOR RALLY ™




JyotiLife The Amazing Motor Rally 2019 for Cancer Awareness

Jyoti Life Insurance Company Limited has title sponsored 6th Edition of The Amazing
Motor Rally 2019 as per part of CSR which was jointly organized by Kathmandu
Group of Hotels (KGH), Nepal Cancer Relief Society (NCRS) and Nepal Tourism Board.
The Rally was organized to promote cancer awareness for World Cancer Day with a
motto “Cancer is curable if treated early” and to support VISIT NEPAL 2020.

JyotilLife Supporting Heartbeat Foundation

Jyoti Life Insurance Company Limited has supported Heartbeat, an NGO that uses
education and art therapy for street children to help them quit drugs and lead
a normal life by providing table and chairs for the children. To further support
Heartbeat foundation, tables, chairs and calendars were provided by Jyoti Life on
5th of July which had their own drawings.
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SUBHAS H & CO‘ Chartered Accountants Tel.: 01-4497223, 4482239

House No. 199 P.O. Box: 129, Kathmandu
Tanka Prasad Marg E-mail: casubhash @outlook.com
Old Baneshwor Height

Kathmandu, Nepal

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
Jyoti Life Insurance Company Limited

We have audited the accompanying financial statements of Jyoti Life Insurance Company Limited which comprise the
Statement of Financial Position as at 32nd Ashad, 2075 (16th July, 2018) and the related Statement of Profit or Loss,
Statement of Changes in Equity and Statement of Cash Flows for the year then ended on that date, and a summary of
Significant Accounting Policies & Other Explanatory Notes.

Management’s Responsibility for the Financial Statements

Management of the company is responsible for the preparation and fair presentation of these financial Statements in
accordance with Nepal Financial Reporting Standards (NFRS). This responsibility includes: designing, implementing
and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free
from relevant material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances. '

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Nepal Standards on Auditing. Those Standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our professional judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.

In making those risk-assessments, we considered the internal control relevant to Company’s preparation and fair
presentation of the financial statements in order to design audit procedures that were appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of Company’s internal control. An audit also
includes evaluating the appropriateness of the accounting policies used and the reasonableness of accounting estimates
made by the management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we obtained is sufficient and appropriate to provide a basis for our opinion,

Opinion

In our opinion, the accompanying financial statements give a true and fair view, in all material respect except for the
effects of matters mentioned on para 1 to 3 regarding the financial position of Jyoti Life Insurance Company Limited as
at 32nd Ashad, 2075 (16th July, 2018) and of the results of its Financial performance and its cash flows for the year then
ended and in accordance with Nepal Financial Reporting Standards

Staff Bonus being 10% of Net Profit Before Income Tax has been provided on the basis of GAAP Profit reported under
regulatory requirements instead of NFRS based Financials. Had it been computed using NFRS based Financials the
Shareholder's Equity would have been reduced by NPR 928,765 net of Tax

A Catastrophe Reserve of 10% on the amount of profit available for distribution as per GAAP based Financials has been
created instead of NFRS based Financials.

Regulatory reserve has been created for the excess profit reported on NFRS based Financials over the Regulatory
Financials. Regulatory reserve also includes the profit arising due to First Time Adoption of NFRS.




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

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

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

iii. The Statement of Financial Position, Statement of Profit or Loss, Cash Flow Statement, Statement of Changes in Equity
dealt with by this report is in agreement with the books of account maintained by the Company.

iv. During our examination of the books of account of the Company, we have not come across the cases where the Board of
Directors or any member of there or any representative or any office holder or any employee of the Company has acted
contrary to the provisions of law or caused loss or damage to the Company, and

v. We have not come across any fraudulence in the accounts.

vi. Company’s Life Insurance Fund and other special reserves are maintained as required.

Vii. As per Information provided to us no other business than approved Life Insurance business was conducted by the
Company.
viii. To the best of information provided to us, the company is able to meet its long term liabilities.

For: SUBHASH & CO.
Chartered Accountant

Place: Kathmandu

Date: {S‘UU{‘?_U-{-Q

CA. S. K. Jhunjhunwala
Partner

cc®___________________________________________________________________________________________________________|



Jyoti Life Insurance Company Limited

Statement of Financial Position
As on 32 Ashad, 2075

Amount in NPR

Particulars Notes As at Restated As at
32 Ashad 2075 31 Ashad 2074

Assets
Property Plant and Equipment 1 50,343,635 218,848
Intangible assets 2 1,049,347 -
Financial investments at amortized cost 3 1,693,231,082 1,530,000,000
Financial investments at fair value through Other Comprehensive Income 4 37,500,000 -
Other Financial Assets 5 7,534,081 5,329,041
Deferred Tax Asset 6 168,268 -
Other Asset 7 6,511,160 1,378,585
Current Tax Asset 14 36,624,612 -
Cash and cash Equivalent 8 61,095,005 15,706,211
Total Assets 1,894,057,190 1,552,632,686
Equity
Share capital 9 1,540,000,000 1,540,000,000
Other Equities
Catastrophic Reserve 10 13,324,615 -
Retained Earning 10 119,738,823 9,649,878
Other Reserve 10.1 226,029 11,683
Total Equity 1,673,289,467 1,549,661,561
Liabilities
Deferred tax Liabilities 6 - 3,894
Insurance contract liabilities 11 153,119,395 -
Financial Liabilities 12 20,797,675 1,044,811
Insurance Payables 13 31,040,281 -
Current tax Liabilities 14 - 1,922,419
Provisions 15 15,810,372 -
Total Liabilities 220,767,723 2,971,125
Total Liabilities and Equity 1,894,057,190 1,552,632,686

The notes to the financial statements as set out on schedules 1 to 36 form an integral part of these financial statements.

Ravi Ranjan Sarraf
Head of Finance

Aakash Golchha
Director

Prakash Bikram Khatri
Deputy CEO

Jayanta Kumar Agrawal
Director

Chairman

Director

Sharmila Maharjan

Nanda Kishor Sharma

As Per our Report of even date attached.

CA. S. K. Jhunjhunwala

Partner

SUBHASH & CO.
Chartered Accountant
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Jyoti Life Insurance Company Limited

Statement of Profit or Loss
For the year ended as on 32 Ashad, 2075

Amount in NPR

For the Year ended For the Year ended
Particulars Notes 32 Ashad 2075 31 Ashad 2074
(Restated)
Gross Premium 16.1 285,017,953 -
Premiums ceded to reinsurers 16.2 (10,798,631) -
Net Premiums 274,219,322 -
Fees and Commission Income 17 3,296,078 -
Investment income 18 204,642,921 13,999,830
Other income 19 14,081 -
Other revenue 207,953,080 13,999,830
Total Revenue(A) 482,172,402 13,999,830
Gross Claim and Benefit Paid 20.1 (500,000) -
Claims ceded to reinsurers 20.2 400,000 -
Net Claim and Benefit Paid (100,000) -
Change in insurance contract liabilities 21 (153,119,396) -
Net Service Charge 22 (2,775,154) -
Policy Acquisition Cost 23 (61,974,168) -
Finance costs 24 (117,842) -
Other operating and administrative expenses 25 (140,630,098) (1,117,749)
Other Expenses (358,616,658) (1,117,749)
Total benefits, claims and other expenses(B) (358,716,658) (1,117,749)
Profit before tax (A-B) 123,455,744 12,882,081
Income Tax Expense 26 172,162 (3,220,520)
Profit For the Year 123,627,906 9,661,561
Basic earnings per share 27 8.03 14.31
Diluted earnings per share 27 8.03 14.31

The notes to the financial statements as set out on schedules 1 to 36 form an integral part of these financial statements.

Ravi Ranjan Sarraf

Head of Finance Deputy CEO

Aakash Golchha

Director Director

Prakash Bikram Khatri

Jayanta Kumar Agrawal

Sharmila Maharjan
Director

As Per our Report of even date attached.

Nanda Kishor Sharma
Chairman

CA. S. K. Jhunjhunwala

Partner

SUBHASH & CO.

Chartered Accountant
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Jyoti Life Insurance Company Limited

Statement of Other Comprehensive Income
For the year ended as on 32 Ashad, 2075

Amount in NPR

For the Year ended For the Year ended

Particulars 32 Ashad 2075 31 Ashad 2074

(Restated)
Profit for the Year 123,627,906 9,661,561
Gain/(loss) on Actuarial valuation of defined benefit liability - -
Total other comprehensive income 123,627,906 9,661,561
Deferred tax income /(expense) relating to components of Other Comprehensive - -
Income

Other comprehensive income for the year (Net of tax) - -

Transfer to Life Fund (90% of Fair Value Gain & Acturial Gain) - -

Net OCI Carried to Other Reserve (10% of Fair Value Gain & acturial Gain) - -
The notes to the financial statements as set out on schedules 1 to 36 form an integral part of these financial statements.

As Per our Report of even date attached.

Ravi Ranjan Sarraf Prakash Bikram Khatri Nanda Kishor Sharma

Head of Finance Deputy CEO Chairman

Aakash Golchha Jayanta Kumar Agrawal Sharmila Maharjan CA. S. K. Jhunjhunwala
Director Director Director Partner

SUBHASH & CO.
Chartered Accountant
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Jyoti Life Insurance Company Limited

Statement of Cash Flow
For the year ended as on 32 Ashad, 2075

Amount in NPR

For the Year

For the Year

Particulars ended ended
32 Ashad 2075 31 Ashad 2074
(Restated)
A. Cash flow from operating activities:
Cash Received
Premium Income 285,017,953 -
Reinsurance Commission Income 3,296,078 -
Other Direct Income 1,529 -
Claim ceded to reinsurer 400,000 -
Cash Paid
Re-Insurance Premium Paid (6,506,420) -
Agent commission payment (34,348,830) -
Gross Claim Paid (500,000) -
Service fee payment (227,803) -
Management expenditure payment (120,985,920) (1,114,847)
Bonus Paid to Employees - -
Medical Examination Fee Payment (877,269) -
Income Tax Paid (35,330,405) (1,294,207)
(Increase)/decrese in current assets (4,931,657) (1,378,585)
(Increase)/decrese in current liabilities 13,988,889 1,044,811
Net cash flow from operating activities 98,996,145 (2,742,828)
B. Cash flow from investing activities:
(Increase) / Decrease in Property, Plant and Equipment (55,007,940) (221,750)

(Increase) / Decrease in Amortized Cost

(163,432,000)

(1,530,000,000)

Increase)/ Decrease in Loan to Agents

(1,538,733)

(Increase) / Decrease in Investment measured in fair value through OCI

(37,500,000)

Interest Income Received on Investment 203,980,374 8,670,789
Other Indirect Income 1,289 -
Income From Loan 7,502 -
Net cash flow from investing activities (B) (53,489,508) (1,521,550,961)
C. Cash flow on financing activites:

Amount Received from share capital proceeds - 1,540,000,000
Interest Expense (117,843) -
Net cash flow from financing activities (C) (117,843) 1,540,000,000
Net increase/(decrease) in cash and cash equivalents (E) 45,388,794 15,706,211
Cash and cash equivalents at the beginning of the year 15,706,211 -
Cash and cash equivalents at the end of the year 61,095,005 15,706,211

The notes to the financial statements as set out on schedules 1 to 36 form an integral part of these financial statements.

Prakash Bikram Khatri
Deputy CEO

Ravi Ranjan Sarraf

Head of Finance Chairman

Aakash Golchha
Director

Jayanta Kumar Agrawal

Director Director

Sharmila Maharjan

Nanda Kishor Sharma

As Per our Report of even date attached.

CA. S. K. Jhunjhunwala

Partner

SUBHASH & CO.
Chartered Accountant
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1.2

1.3

2.1,
2.1.1.

2.1.2,

2.1.3.

JYOTI LIFE INSURANCE COMPANY LIMITED

Notes to the Financial Statements As At Ashad 32, 2075
Note - 40
Significant Accounting Policy
Corporate Information:

Jyoti Life Insurance Company Ltd. is a public limited company incorporated in Nepal through registration with the Office of
The Company Registrar on 01/24/2074 (7 May, 2017) and has been licensed by Beema Samiti (Insurance Board of Nepal)
on 05/19/2074 to operate Life Insurance Business in Nepal. The company’s registered address is Shanta Plaza, Gyaneshwor,
Kathmandu.

Financial Statements:

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

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

A. Statement of Financial Position

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

B. Statement of Profit or Loss and Statement of Total Comprehensive Income

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

C. Statement of Changes in Equity

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

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

The principal activity of the Company is to provide Life Insurance services to its customers. The life insurance products
offered include a wide range of whole-life, endowment and term insurance products.

BASIS OF PREPARATION OF FINANCIAL STATEMENT AND OTHER SIGNIFICANT ACCOUNTING POLICIES:
Basis of Preparation
Statement of Compliance

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

From incorporation, JLIC prepared its financial statements in accordance with Nepal Accounting Standards which were
effective till that period. These financial statements for the year ended 32 Ashad 2075 are the first set of financial
statements JLIC has prepared in accordance with NFRSs and therefore the company has applied NFRS 1 First time adoption
of NFRS in preparation & presentation of financial statements. Disclosures required by NFRS 1 (including the reconciliation
statements, reclassification & re-measurement) in addition to those required under applicable NFRSs have been disclosed
in concerned notes. Date of transition to NFRS has been determined at 01.04.2074.

Responsibility for Financial Statements:

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

Approval of Financial Statements by Board of Directors:

The accompanied Financial Statements have been authorized by the Board of Directors vide its resolution dated 2076/04/19

and recommended for its approval by Beema Samiti. After receiving approval from Beema Samiti, it will be placed at the
Annual General Meeting of the shareholders for final approval.
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Basis of Measurement

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

- Employee defined contribution plan of Gratuity Eligibility are measured in accordance with provision contained
in NAS 19, not required of actuarial valuation of liability as final liability is calculated as per statutory provision
@8.33% of eligible salary.

- Life Insurance Fund are determined in accordance with provision contained in NFRS 4 &actuarial report for Liability
Adequacy Test (LAT) as per Directive of Beema Samiti.

- Employee defined benefit obligations of Leave Encashment Eligibility are measured in accordance with provision
contained in NAS 19 based on report of the Actuary.

2.1.4. Functional and Presentation Currency:

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

2.1.5. Use of Estimates, Assumptions and Judgment:

The Company, under NFRS, is required to apply accounting policies to most appropriately suit its circumstances and
operating environment. Further, the Company is required to make judgments in respect of items where the choice of
specific policy, accounting estimate or assumption to be followed could materially affect the financial statements. This may
later be determined that a different choice could have been more appropriate.

The accounting policies have been included in the relevant notes for each item of the financial statements and the effect
and nature of the changes, if any, have been disclosed.

The NFRS requires the Company to make estimates and assumptions that will affect the assets, liabilities, disclosure of
contingent assets and liabilities, and profit or loss as reported in the financial statements. The Company applies estimates
in preparing and presenting the financial statements and such estimates and underlying assumptions are reviewed
periodically. The revision to accounting estimates are recognized in the period in which the estimates are revised and are
applied prospectively.

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

2.1.6 Changes in Accounting Policies:
The Company has applied several amendments to standards for the first time during the year ended

32 Ashad 2075. The Company has prepared the previous year statement of financial position as per Nepal Financial
Reporting Standard (NFRS) as at 16 July 2017 (the previous year) by recognizing all assets and liabilities whose recognition
is required by NFRS, not recognizing the items of assets or liabilities which are not permitted by NFRS, by reclassifying items
from previous GAAP to NFRS as required by NFRS and applying NFRS in measurement of recognized assets and liabilities.

2.1.7 Reporting Pronouncements:

The Company has, for the preparation of financial statements, adopted the NFRS pronounced by ASB as effective on
September 13, 2013. The NFRS confirm, in all material respect, to International Financial Reporting Standards (IFRS) as
issued by the International Accounting Standards Board (IASB).

However, the Institute of Chartered Accountants of Nepal (ICAN) vide its notice dated 20 September 2018 has resolved
that Carve-outs in NFRS with Alternative Treatment and effective period shall be provided to the Company and Financial
Institutions regulated by NRB on the specific recommendation of Accounting Standard Board (ASB). Details of carve out
provided are as follows.

NAS 17: Lease

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

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

(b) The payments to the lessor are structured to increase in line with expected general inflation to compensate for the
lessor’s expected inflationary cost increases. If payments to the lessor vary because of factors other than general
inflation, then this condition is not met.

The carve out is optional and provided for FY 2017-18 only. Accordingly, the Company has opted the carve out.
The company operates offices in number of leased facilities under operating lease agreements. The payments to
the lessors are structured to increase in line with the general inflation to compensate for the lessor’s expected
inflationary cost increases.
NAS 34: Interim Financial Reporting
In para 2, if an entity’s interim financial report is described as complying with NFRSs, it must comply with all of the
requirements of this Standard. Paragraph 19 requires certain disclosures in that regard. However, an entity shall not require
to restate its corresponding previous interim period balance if it is impracticable to restate.
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2.1.8.

2.1.9.

2.1.10.

2.1.11.

The carve out is optional and has been provided for the FY 2017-18 and 2018-19. Accordingly, the Company has opted the
carve out.

New Standards in issue but not yet effective for the reporting of financial instruments, NAS 32 Financial Instruments,
Presentation, NAS 39 Financial Instruments Recognition and Measurements and NFRS 7 Financial Instruments — Disclosures
have been applied. NRFS 9 has been complied for the classification of Financial Instruments.

A number of new standards and amendments to the existing standards and interpretations have been issued by IASB after
the pronouncements of NFRS with varying effective dates. Those become applicable when ASB Nepal incorporates them
within NFRS.

New Standards and Interpretations not adopted.

The following amendments are not mandatory for 2018 and have not been early adopted by the group. The Company is
still currently assessing the detailed impact of these amendments

IFRS 17

IFRS 17 Insurance Contracts was issued by the IASB on 18 May 2017 and has a mandatory effective date of annual periods
beginning on or after 1 January 2022. It supersedes IFRS 4 Insurance Contract. IFRS 17 with corresponding effective date
has not been endorsed by Accounting Standard Board (ASB) of Nepal yet. The management is still assessing the potential
impact on its financial statements, if IFRS 17 is applied in future.

IFRS 9 ‘Financial Instruments’-Impairment

IFRS 9 ‘Financial Instruments’ was issued by the IASB in July 2014 and effective internationally for the financials beginning
on or after 1 January 2018. Accounting Standard Board of Nepal endorsed NFRS 9 Financial Instruments with some
exceptions, mainly in the Impairment. Currently, Incurred Loss Model as specified in NAS 39 is used. The requirement of
IFRS 9 is Expected Credit Loss Model. The management is still assessing the potential impact on its financial statements, if
Expected Credit Loss (ECL) model is introduced.

IFRS 16 ‘Leases’

IFRS 16 ‘Leases’ is effective for annual periods beginning on or after 1 January 2019. IFRS 16 is the new accounting standard
for leases and will replace IAS 17 ‘Leases’ and IFRIC 4 ‘Determining whether an Arrangement contains a Lease’. The new
standard removes the distinction between operating or finance leases for lessee accounting, resulting in all leases being
treated as finance leases. All leases will be recognised on the statement of financial position with the optional exceptions
for short-term leases with a lease term of less than 12 months and leases of low-value assets (for example mobile phones
or laptops). A lessee is required to recognise a right-of-use.

Asset representing its right to use the underlying leased asset and a lease liability representing its obligation to make
lease payments. The main reason for this change is that this approach will result in a more comparable representation of a
lessee’s assets and liabilities in relation to other companies and, together with enhanced disclosures, will provide greater
transparency of a lessee’s financial leverage and capital employed. The standard permits a lessee to choose either a full
retrospective or a modified retrospective transition approach.

IFRS 16 Leases has not yet been adopted by the Accounting Standard Board of Nepal.

Discounting

Discounting has been applied where assets and liabilities are non-current, and the impact of the discounting is material.
Limitation of NFRS Implementation

Wherever the information is not adequately available, and/or it is impracticable to develop those information, such
exception to NFRS implementation has been noted and disclosed in respective sections

Presentation of Financial Statements:

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

Materiality and Aggregation:

In compliance with Nepal Accounting Standard - NAS 01 (Presentation of Financial Statements), each material class of
similar items has been presented separately in the Financial Statements. Items of dissimilar nature or functions too are
presented separately unless they are immaterial. Financial Assets and Financial Liabilities are offset and the net amount
reported in the Statement of Financial Position only when there is a legally enforceable right to offset the recognized
amounts and there is an intention to settle on a net basis, or to realize the assets and settle the liability simultaneously.
Income and expenses are not offset in the Statement of Profit or Loss unless required or permitted by an Accounting
Standard.

Comparative Information:

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

Going Concern:
The management have made an assessment of JLIC’s ability to continue as a going concern and satisfied that it has the
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2.2,

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

Property, Plant and Equipment
A. Recognition of Property, Plant and Equipment

Property and equipment, including owner-occupied property, is stated at cost, excluding the costs. Cost include the
purchase price other directly attributable cost of property and equipment, including import duty and non-refundable
purchase taxes, after deducting trade discount and rebate. Replacement or major inspection costs are capitalized when
incurred, if it is probable that future economic benefits associated with the item will flow to the entity and the cost of the
item can be measured reliably.

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

Asset Class Estimated Useful Life
Furniture & Fixture(Heavy) | 10 Year

Furniture & Fixture(Light) 5 Year

Leasehold assets 15 Year

Leasehold assets (Branch) 10 Year

Office equipment(heavy) 5 Year

Office Equipment(Light) 2 Year

Other Asset 5 Year

Vehicle 7 Year

Depreciation of these assets commences when the assets are available for use, which is generally on commissioning
(available for use) and not when it is put to use. Items of Property, Plant and Equipment are depreciated in a manner that
amortizes the cost (or other amount substituted for cost) of the assets after commissioning, less its residual value, over
their useful lives on a Straight Line basis and recognized as an expense in the statement of profit or loss.

Effect of Change in Depreciation Method in Existing Assets:

During the fiscal year, the company has changed its method of depreciation from the Written Down Method (WDV)
into Straight Line method based on useful life of the assets, and detailed disclosures has been provided under Note 1 in
disclosure.

The assets’ residual values, and useful lives and method of depreciation are reviewed and adjusted, if appropriate, at each
financial year end and adjusted prospectively.

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

B. Impairment of Property, Plant and Equipment

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

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

Impairment

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

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

These are expenses of capital nature directly incurred in the construction of buildings, major plant and machinery and
system development, awaiting capitalization. Capital work-in-progress would be transferred to the relevant asset when it
is available for use, i.e. when it is in the location and condition necessary for it to be capable of operating in the manner
intended by management. Capital work-in-progress is stated at cost. There is no any capital work in progress in company.
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2.3.

2.4.

2.5.

Intangible Assets:
Basis of Recognition

Company’s intangible assets comprise of software’s which have been separately acquired and therefore measured on
initial recognition at cost less any accumulated amortization and any accumulated impairment losses.

Subsequent Expenditure

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

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

Amortization of Intangible Assets

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

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

Amortization is calculated using the straight-line method to write down the cost of intangible assets to their residual
values over their estimated useful lives. Estimated useful life of the software currently owned by the company has been
determined at 10 years.

De-recognition of Intangible Assets

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

Impairment of Intangible Assets

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

Assessment of Impairment of Intangible Assets

The management has assessed potential impairment indicators of Intangible assets as at 32 Ashad 2075. Based on the
assessment, no any impairment indicators were identified.

Financial Instruments:

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

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

a) Financial Assets measured at amortized cost

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

A. Financial Assets measured at amortized cost

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

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

a) Loanto Employee: The assetis measured at the amount recognized at initial recognition minus principal repayments,
plus or minus the cumulative amortization of any difference between that initial amount and the maturity amount,
and any loss allowance. Difference between amortized cost of loan and book value at the time of initial recognition
has been recognized as Deferred Employee Benefit Cost. Interest income on the amortized cost of the loan using
effective interest rate @ 10% has been included under investment income and other interest with corresponding
amount being expenses as employee benefit cost.

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

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

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

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

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

There has been no impairment of financial assets measured at amortized cost for the reporting period.
B. Financial Asset at Fair Value through Other Comprehensive Income
Recognition of Financial assets at fair value through other comprehensive income

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

After the initial measurement, FVTOCI are subsequently measured at fair value, with unrealized gains or losses recognized
in the statement of comprehensive income in the available-for-sale reserve. Dividends earned whilst FVTOCI are recognized
in the statement of profit or loss as ‘Investment income’ when the right of the payment has been established. When the
asset is de-recognized, cumulative gain or loss is in the statement of profit or loss and other comprehensive income is
transferred to the statement of profit or loss. If the asset is determined to be impaired, the cumulative loss is recognized
in the statement of profit or loss and removed from the available-for-sale reserve.

Impairment of Financial Assets at Fair Value through OCI

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

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

C. Financial Assets at Fair Value through Profit and Loss
Recognition of Financial Instrument at Fair Value through Profit and Loss

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

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

Fair Value of Financial Assets

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

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

Determination of fair values of financial assets and financial liabilities recorded on the statement of financial position for
which there is no observable market price are determined using a variety of valuation techniques that include the use of
mathematical techniques. The inputs to these models are derived from observable market data where possible, but if this
is not available, judgment is required to establish their fair values.
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2.7

2.8

2.9

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

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

. Level 2: Other techniques for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly. This category includes instruments valued using; quoted market prices
in active markets for similar instruments; quoted prices for identical or similar instruments in markets that are
considered less than active; or other valuation techniques in which all significant inputs are directly or indirectly
observable from market data.

. Level 3: Techniques which use inputs which have a significant effect on the recorded fair value that are not based
on observable market data. Non-market observable input means that fair values are determined, in whole or
in part, using a valuation technique (model) based on assumptions that are neither supported by prices from
observable current market transactions in the same instrument, nor are they based on available market data.

Impairment of Other Financial Asset

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

De-recognition of Financial Assets

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

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

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

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

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

Other Financial Asset

Financial Asset other than financial asset at amortized cost, financial asset at fair value through other comprehensive

income, financial asset at fair value through profit & loss and cash & equivalent is categorized as other financial asset.
These assets include accrued income on bank deposits and loans and loan to agents.

Offsetting of the Financial Assets and Financial Liabilities

A financial asset and a financial liability shall be offset and the net amount presented in the statement of financial position

only when an entity:

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

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

Current Tax Assets and Current Tax Liabilities:

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

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to Inland Revenue Department

in respect of the current year, using the tax rates and tax laws enacted or substantively enacted on the reporting date and

any adjustment to tax payable in respect of prior years.

Current tax assets and current tax liabilities are shown in net in statement of financial position of the company as there

exist condition to set off both of the assets and liabilities as permitted by NAS 12.

Deferred Tax:

Deferred tax is provided using the liability method on temporary differences at the reporting date between the tax bases

of assets and liabilities and their carrying amounts for financial reporting purposes. Deferred tax liabilities are recognized

for all taxable temporary differences, except;

a) When the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a transaction
that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss.
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2.11

2.12

2.13

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

Deferred Tax Assets and Deferred Tax liabilities

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

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

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

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

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

Other Assets:

Assets other than financial assets have been classified as other assets. Broad headings under this classification include staff
advances, other advances and deposits.

Cash and Cash Equivalent

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

Share Capital and Reserves:

The Company classifies capital instruments as financial liabilities or equity instruments in accordance with the substance
of the contractual terms of the instruments. Equity is defined as residual interest in total assets of the Company after
deducting all its liabilities. Common shares are classified as equity of the Company and distributions thereon are presented
in statement of changes in equity.

Dividends on ordinary shares and preference shares classified as equity are recognized in equity in the period in which they
are declared.

Incremental costs directly attributable to the issue of an equity instrument are deducted from the initial measurement of
the equity instruments considering the tax benefits achieved thereon.

Thereservesinclude retained earnings and other statutory reserves such as general reserve, catastrophe reserve, regulatory
reserve etc.

Regulatory Reserve: It includes any amount derived as result of NFRS convergence with effect in retained earning computed
as per the instructions of Beema Samiti.

Catastrophe Reserve: The Company has regulatory requirement to set aside 10% of Net Profit or loss as Catastrophe
Reserve. Such reserve is not distributable and has been created to meet huge claims in the event of catastrophe. To meet
regulatory compliance of CAT provision not to be less than 10% of profit available for appropriation, company has provided
additional provision of CAT reserve on Profit brought forward from PY as no catastrophic reserve was created last year in
view of company not operating as Insurance company

Fair Value Reserve: The fair value reserve comprises the cumulative net change in the fair value of financial assets that
are measured at fair value through other comprehensive income (FVTOCI) and the changes in fair value is recognized in
other comprehensive income, until the assets are derecognized. The cumulative amount of changes in fair value of those
financial assets shall be presented under this account head.

Actuarial Gain/Losses: Actuarial Gains and Losses are the changes in the present value of the defined benefit obligation on
gratuity as a result of change in actuarial assumptions and experience adjustments.

Insurance Contract Liabilities:
Provision for unexpired risk reserve (URR)

As per the requirement of the regulator (Beema Samiti), life insurance companies need to create fund for unexpired risk of
an amount:
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a) Not less than the higher of the amount determined through actuarial valuation &50% of Net Premium collected in
case of term insurance contracts (without participatory & savings features) with coverage of one year or less; or

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

As the company’s term insurance products include only those under (a) i.e. the URR calculation is 50% of Net
Premium which amounts Rs.388, 391 as per regulatory provisions.

The company has got conducted actuarial valuation of its liability with respect to term insurance contract (without
participatory & savings features) through an independent actuary. The actuarial valuation of term insurance
contract liability (without participatory & savings features)had made an assessment of the URR in an amount of
Rs.7,65,590.

Therefore, as per the regulatory requirements, the company has maintained its Insurance Contract Liability on
account of term insurance contracts (without participatory & savings features) at Rs.765,590, being higher of two.

Provision for Gross Outstanding Claims

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

Life Insurance Contract Liabilities

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

Liability Adequacy Test
The company assesses at the end of each reporting period whether its recognized insurance liabilities are adequate, using
current estimates of future cash flows under its insurance contracts. If assessment shows that the carrying amount of

insurance contract liabilities is inadequate in the light of the estimated future cash flows, the entire deficiency shall be
recognized in profit or loss.

The accounting Policy for Liability testing including the frequency and nature of testing.

The policy liability is computed as per the Beema Samiti directive, “The Actuarial Valuation Directive 2065 (Life Insurers’
Liability Valuation Directive)”. The statutory valuation has been carried out and liability is determined every year at the end
of each financial year.

The Cash Flows considered.

Cash flows are considered in accordance with the product specifications for each plan. It includes projection of death
benefits, survival benefits and maturity benefits wherever it is applicable.

For protection plans, death benefit cash flows were considered. We consider projection of death and maturity benefits
cash flows for endowment products. Similarly, survival and other benefits were considered for projection for other products
depending on the product features. Cash flows of future premiums and expenses are also considered in the calculations.

Valuation Method and Assumptions

As on valuation date, the long-term liability has been calculated for each policy prospectively. As per the Beema Samiti
guidelines, Gross Premium Method has been used to determine the policy liabilities.

As on 16 July 2018, excel spreadsheet models have been used to determine the policy liabilities. The valuation projects the
cash flows on yearly basis and care has been taken on all aspects of projections.

The following assumptions have been used for valuation as at 16 July 2018.

Mortality : Term Assurance plan —110% of NALM Table 2009.
Other Plans —105% of NALM Table 2009.

Rate of Interest : 6% per annum as per Beema Samiti Guidelines.

Expenses : Premium related - 8% per annum.

Service fee — 1% per annum.
Policy related — NPR 125 per annum for term assurance policies
NPR 500 per annum for other policies.
Claim expenses - NPR 5 per thousand sum assured.
Expense Inflation : 4% per annum.
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Commission : As specified by the Beema Samiti guidelines.

Future Bonus : As per the given table below.
Policy Term Endowment | Endowment plus Whole Life Money Back
0to9 14 14 -
10to 14 14 14 14
15to 19 17 17 14
20to 24 19 19 18
25 & above 25 25 -

Discounting Policy

As explained above, all the relevant cash flows has been projected until the end of the future policy term and discounted
as at date of valuation on an annual basis for each policy. This has been performed by the valuation model using the
assumptions given above.

Aggregation Practices

The reserves have been determined for each policy. However, it has been grouped at each product level based on status of
the policy. Since it is a first year of operation, only inforce policies have been grouped for each product. Valuation results
have been presented at product level.

2.14  Provisions:

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

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

2.15 Revenue Recognition Policy of Company:

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

2.16  Gross Premiums on Insurance Contracts:

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

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

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

Once a contract has been classified as an insurance contract, it remains an insurance contract for the remainder of its
lifetime, even if the insurance risk reduces significantly during this period, unless all rights and obligations are extinguished
or expire. Investment contracts can, however, be reclassified as insurance contracts after inception if insurance risk
becomes significant.

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

Revenue recognition of Gross written Premium

Premium income is recognized on cash basis only. Premiums are shown before deduction of commission. Gross premium
received and premium paid on reinsurance ceded are disclosed separately.

Premiums are shown before deduction of commission and are gross of any taxes or duties levied on premium.
2.17 Fees & Commission:

Fees and commissions are recognized on an accrual basis when the service has been provided or significant act performed
whenever the benefit exceeds cost in determining such value.

2.18 Premiums ceded to Reinsurers on Insurance Contracts:
Recognition of Premium ceded to Reinsurers

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

_______________________________________________________________________________________}EN



2.19

2.20

2.21

2.22

2.23

Interest Income:

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

Dividend Recognition Policy:

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

Claims and Benefits Paid:

Benefits are recorded as an expense when they are incurred. Claims arising on maturing policies are recognized when the
claim becomes due for payment. Death claims are accounted for on notification. Surrenders are accounted for on payment.

A liability for contractual benefits that are expected to be incurred in the future is recorded when the premiums are
recognized. The liability is determined as the sum of the expected discounted value of the benefit payments and the future
administration expenses that are directly related to the contract, less the expected discounted value of the theoretical
premiums that would be required to meet the benefits and administration expenses based on the valuation assumptions
used (the valuation premiums). The liability is based on assumptions as to mortality, persistence maintenance expenses
and investment income that are established at the time the contract is issued. A margin for adverse deviations is included
in the assumptions.

Where insurance contracts have a single premium or a limited number of premium payments due over a significantly
shorter period than the period during which benefits are provided, the entire premium is recognized on cash basis.
The excess of the premiums payable over the valuation premiums is deferred and recognized as income in line with the
decrease of unexpired insurance risk of the contracts in-force or, for annuities in force, in line with the decrease of the
amount of future benefits expected to be paid. The liabilities are recalculated at each reporting date using the assumptions
established at inception of the contracts.

Employee Benefits:
Short-term Employee Benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service is
provided. A liability is recognized for the amount expected to be paid under short-term cash bonus or profit-sharing plans
if the Company has a present legal or constructive obligation to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably.

Retirement Benefits Obligations:

A. Defined Contribution Plans

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

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

B. Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. Accordingly, leave
encashment has been considered as defined benefit plans as per Nepal Accounting Standards — NAS 19 (Employee Benefits).

i) Leave

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

Actuarial Assumption for Leave Encashment

Particulars FY 2074-75 FY 2073-74
Discount rate (%) 8% 0%
Salary escalation rate 8% 0%
Mortality Nepali Assured Lives Mortality (2009) Nepali Assured Lives Mortality (2009)
Employee Turnover Rate 5% 0%
Retirement age 58 Year

Maturity Profile of Leave Liability not provided by Actuary.
Funded Status of Leave Benefit: Non- Funded
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Current and Non-Current Liability

Particulars FY 2074-75 FY 2073-74
Current Liability 81,359
Non-Current Liability 1,458,402
Net liability recognized on Balance Sheet 1,539,761

2.24 Leases:

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

Jyoti Life as a Lessee

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

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

lease term.
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Jyoti Life Insurance Company Limited

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

1 Property, Plant and Equipment

Amount in NPR

Furniture | Computer | Motor . Leasehold
Cost: and Fix- | & Accesso- | Vehi- Others qfﬁce Improve- Total
tures ries cles Asset | Equipment ment
At 31 Ashad 2073 - - - - - - -
Additions - 147,250 - - 74,500 - 221,750
Disposals - - - - - - -
At 31 Ashad 2074 - 147,250 - - 74,500 - 221,750
Additions 12,666,754 | 8,279,047 | 320,400 | 663,800 | 10,717,919 | 21,273,299 | 53,921,219
Disposals - - - - - -
At 32 Ashad 2075 12,666,754 | 8,426,297 | 320,400 | 663,800 | 10,792,419 | 21,273,299 | 54,142,969
Accumulated Depreciation
At 31 Ashad 2073 - - - - - - -
Depreciation charge for the year - 2,123 - - 779 - 2,902
Disposals adjustment at NAS Carrying - - - - - - -
amount
At 31 Ashad 2074 - 2,123 - - 779 - 2,902
Depreciation charge for the year 907,007 | 1,026,129 18,996 | 58,184 1,189,522 596,595 | 3,796,433
At 32 Ashad 2075 907,007 | 1,028,252 | 18,996 | 58,184 | 1,190,301 596,595 | 3,799,335
Net book value:
At 31 Ashad 2073 - - - - - - -
At 31 Ashad 2074 - 145,127 - - 73,721 - 218,848
At 32 Ashad 2075 11,759,747 | 7,398,045 | 301,404 | 605,616 | 9,602,118 | 20,676,704 | 50,343,635

2 Intangible Assets

Amount in NPR

Amount

Cost

At 31 Ashad 2073

Additions

Disposals

At 32 Ashad 2074

Additions

1,086,721

Disposals

At 32 Ashad 2075

1,086,721

1,086,721

Accumulated Amortization

At 31 Ashad 2073

For the Current Year

Disposals

At 32 Ashad 2074

For the Current Year

Disposals

At 32 Ashad 2075

Net book value:

At 31 Ashad 2073

At 31 Ashad 2074

At 32 Ashad 2075

1,049,347
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Jyoti Life Insurance Company Limited

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

3 Financial Investments at Amortized Cost

Amount in NPR

Particulars As at As at
32 Ashad 2075 31 Ashad 2074
Loans To Employees 731,082 -
Investment in Fixed Deposit 3.1 1,692,500,000 1,530,000,000
1,693,231,082 1,530,000,000
3.1 Investment in Fixed Deposits Amount in NPR
As at As at
32 Ashad 2075 31 Ashad 2074
Commercial Bank 1,476,500,000 1,460,000,000
Development Bank 176,000,000 30,000,000
Finance Institution 40,000,000 40,000,000
1,692,500,000 1,530,000,000
4 Financial Investments at Fair Value through OCI Amount in NPR
Particulars As at As at
32 Ashad 2075 31 Ashad 2074
Unquoted Equities 4.1 37,500,000 -
37,500,000 -
4.1 Unquoted Equities Amount in NPR
2074-75
Particulars Carrrying Value Fair Value
Nepal Infrastructure Development Bank Limited 37,500,000 37,500,000
37,500,000 37,500,000

Note

1.Shares in Nepal Infrastrucuture Development Bank Limited have been valued at cost as there is no available market price for

the same.

5 Other Financial Assets

Other financial assets includes financial assets other than the above normal classification of financial assets measured at amor-
tized cost, fair value through profit or loss and fair value through other comprehensive income. This is stated at net of any impair-

ment recognized.

Amount in NPR

Particualrs As at As at
32 Ashad 2075 31 Ashad 2074
Interest Receivable Against Investments 5,991,587 5,329,041
Other Interest Receivable against loan 3,761 -
Loans To Agents 1,538,733 -
7,534,081 5,329,041
6 Deferred Tax Assets/ Liabilities Amount in NPR
Particulars As at Asat
32 Ashad 2075 31 Ashad 2074
Deferred tax assets/(Liabilities) 168,268 3,894
168,268 3,894
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Jyoti Life Insurance Company Limited

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

6.1 Calculation of Deferred Tax Assets and Liabilities
For FY 2073/74 (FY 2016/17)

Amount in NPR

Particulars Carrying Amount Tax Base Difference
Property, Plant & Equipment 218,848 203,271 15,577
Fair Value Gain/(Loss) - - -
Acturial Gain/(Loss) - - -
218,848 203,271 15,577
6.2 Deferred Tax Assets @ 25% 3,894
Net Deferred Tax Income/Expenses recognized in Statement of Profit or Loss
For FY 2074/75 (FY 2017/18) Amount in NPR
Particulars Carrying Amount Tax Base Difference
Property, Plant & Equipment 51,392,982 47,874,710 3,518,272
Provision for Retirement Benefits 3,469,016 - 3,469,016
Carried Forward Loss For Tax Purpose - 722,327 722,327
54,861,998 48,597,037 673,071
Deferred Tax Assets @ 25% 168,268
Origination/(reversal) During the year 3,894
Deferred Tax Implication of Items recognized in OCI -
Net Deferred Tax Income/Expenses recognized in Statement of Profit or Loss 172,162

7 Other Asset

Amount in NPR

Particulars Asat As at
32 Ashad 2075 31 Ashad 2074

Security Deposits 1,772,515 4,000
Staff Advance 353,416 -
Other advances 1,699,696 -
Advance Payment 2,484,615 1,374,585
Deferred Employee Cost* 200,918 -

6,511,160 1,378,585

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

8 Cash and Cash Equivalent

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

provisions.
Amount in NPR
Particulars As at As at
32 Ashad 2075 31 Ashad 2074
Cash Balance - 62,701
Deposit In Commercial Banks 51,535,908 5,561,165
Deposit In Development Banks 2,150,242 81,740
Call Deposit 7,408,855 10,000,605
61,095,005 15,706,211
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Jyoti Life Insurance Company Limited

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

9 Share Capital

The Company has issued ordinary shares that are classified as equity. Incremental external costs that are directly attributable to

the issue of these shares are recognised in equity, net of tax.

Amount in NPR

Particulars No. of Share Value Per Capital in
Share Value
As At 31 Ashad 2074
Authorised Share Capital 30,000,000 100 3,000,000,000
Issued Capital 22,000,000 100 2,200,000,000
Paid Up Capital 15,400,000 100 1,540,000,000
Value Per Capital in
No. of Share Share Value
As At 32 Ashad 2075
Authorised Share Capital 30,000,000 100 3,000,000,000
Issued Capital 22,000,000 100 2,200,000,000
Paid Up Capital 15,400,000 100 1,540,000,000
9.1 Equity Share Capital- Over the year movement
Paid up share capital of the Company has moved over the years as follows:
Amount in NPR
As at As at
32 Ashad 2075 31 Ashad 2074

Shares as at 1st Shrawan

1,540,000,000

1,540,000,000

Add: Bonus Shared Issued

Shares as at end of Ashad 1,540,000,000 1,540,000,000
9.2 Share Ownership Detail
The shareholding pattern of company is follows
As at As at
Shareholder Category 32 Ashad 2075 31 Ashad 2074
% of holding % of holding
Promoters 100% 100%
Nepali Organized Institutions 18.51% 18.51%
Nepalsese Citizen 81.49% 81.49%
Foreigner - -
Total 100% -
General Public 0% 0%
General Public - -
Other - -
100% 100%
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9.3 Shareholder holding 1 percent or more of the Share Capital
The shareholding pattern of the company is as follows:

As at As at
Shareholder Category 32 Ashad 2075 31 Ashad 2074
% of holding % of holding

Mahesh Kumar Jaju 1.17 1.17
Suresh Kumar Raathi 1.17 1.17
Chandra Tandon 1.3 1.3
Bidhya Devi Agrawal 1.3 1.3
Call Mobility Pvt Ltd 1.3 1.3
Satish Kumar Morey 1.75 1.75
G. | Automobiles Pvt Ltd 1.95 1.95
Diwakar Golcha 1.95 1.95
Akash Golcha 2.34 2.34
Sanjeev Sarraf 2.6 2.6
Venkatesh Mundra 2.6 2.6
Deepak Kumar Mundra 2.6 2.6
Nanda Kishore Sharma 2.69 2.69
Gaurab Sharada 2.99 2.99
Aditi Chokhani 3.14 3.14
Citi Investment Fund Pvt Ltd 3.9 3.9
Sirish Kumar Murarka 4.55 4.55
Bodh Prasad Tripathi 4.87 4.87
Nic Asia Bank Limited 9.74 9.74
Nitesh Agrawal 18.18 18.18
Usha Agrawal 18.18 18.18

90.27 90.27

9.4 Rights of Ordinary Shareholders
Shares of the Company are not listed on the Nepal stock exchange. The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled to one vote per share at General Meetings of the Company.

10 Other Equities
Amount in NPR
Particulars As at As at
32 Ashad 2075 31 Ashad 2074
Catastrophe Reserve 13,324,615 -
Retained Earning 119,738,823 9,649,878
Other Reserves (10.1) 226,029 11,683
133,289,467 9,661,561

*As per regulation of Beema Samiti circular dated 2071/06/08, 10% of the amount of profit available for distribution amounting
to Rs.13,324,614.51 has been appropriated as Catastrophe Reserve

10.1 Other Reserve
Amount in NPR

Particulars As at As at
32 Ashad 2075 31 Ashad 2074
Regulatory Reserve* 57,761 11,683
Deferred Tax Reserve 168,268 -
226,029 11,683

*The additional profit in the NFRS Financial Statements, if any has been transferred to regulatory reserve as per the Directive of
Beema Samiti dated 2075.09.12.
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Jyoti Life Insurance Company Limited

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

11 Gross Insurance Contract Liabilities

Amount in NPR

. Endowment Money Back Endowmen.t .
Particulars . . and whole Life | Term Policy Total
policy policy Policy

Balance as at 15 July 2017 - - - - -
Opening Provision of Outstanding Claim - - - - -
Opening Unexpired Risk Reserve' - - - - -
Opening Life Fund - - - - -
Changes during the year

Additional Provision during the year 90,473,351 23,926,472 37,953,983 765,590 153,119,396
-Provision for Outstanding Claim - - - - -
-Unexpired Risk Reserve(11.1) - - - 765,590 765,590
-Life Fund (11.2) 90,473,351 23,926,472 37,953,983 -| 152,353,806
Balance as at 16 July 2018 90,473,351 23,926,472 37,953,983 765,590 | 153,119,396
Provision for Outstanding Claim - - - - -
Unexpired Risk Reserve - - - 765,590 765,590
Life Fund 90,473,351 23,926,472 37,953,983 -| 152,353,806

11.1 Unexpired Risk Reserve

Unexpired Risk Reserve has been recognized in the financial statement by considering the higher of the value as per acturial
valuation and value derived as per Proportionate Basis.

Amount in NPR

Unexpired Risk Reserve Provision FY 2074-75 FY 2073-74
Provision As per Proportionate Basis (A) 388,391 -
Provision as per Acturial Valuation (B) 765,590 -
Recognized in Financial Statement (Higher of A and B) 765,590 -
11.2 Life Fund
Amount in NPR
Particulars As at As at
32 Ashad 2075 31 Ashad 2074

Policy Liability and provision 61,130,106 -
Cost of Bonus 71,433,542 -
Unallocated Surplus 19,790,158 -
Fair Value Reserve - -

152,353,806 -
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Jyoti Life Insurance Company Limited

12 Financial Liabilities

Financial liabilities include financial liabilities other than the financial liabilities measured at amortized cost.

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

Amount in NPR

Particulars Asat As at
32 Ashad 2075 31 Ashad 2074

Audit Fee Payable 284,325 -
Agent License Fee Payable 557,190 -
Sundry Creditors 7,222,656 1,034,361
TDS Payable 5,620,968 1,023
Salary Payable 3,840,113 -
PF Payable 289,708 -
Service Charges Payable to Beema Samiti 2,547,351 -
Rent Payable 60,333 -
Payable to Staff 375,031 9,427

20,797,675 1,044,811

13 Insurance Payables

Insurance payables includes amount payable related to insurance businesses such as due to agents, due to other insurance

companies, due to reinsurers.

Insurance payables are recognised when due and measured on initial recognition at the fair value of the consideration paid or

payable.

Insurance payables are derecognised when the contractual obligations are extinguished or expire or when the contract is

transferred to another party.

Amount in NPR

Particulars As at As at
32 Ashad 2075 31 Ashad 2074
Due to Agents 26,748,069 -
Due to re-insurer 4,292,212 -
31,040,281 -

14 Current Tax Assets/ Liabilities (Net)

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

Amount in NPR

Particulars As at As at
32 Ashad 2075 31 Ashad 2074
Current year income tax assets 36,624,612 1,294,207
Tax assets of prior periods - -
Current tax assets 36,624,612 1,294,207
Current year income tax liabilities - 3,216,626
Tax liabilities of prior periods - -
Current tax liabilities - 3,216,626
Net current tax assets/(liabilities) 36,624,612 (1,922,419)
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Jyoti Life Insurance Company Limited

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

15 Provisions

Amount in NPR

Particulars As at As at
32 Ashad 2075 31 Ashad 2074
Provision for Gratuity 1,929,255 -
Provision for leave Encashment 1,539,761 -
Provision for Staff Bonus 12,341,356 -
15,810,372 -

As per the Statutory Provision Gratuity is Calculated @ 8.33% of Eligible Salary, in the nature of defined contribution plan.

Leave Encashment is measured in accordance with provision contained in NAS 19 based on the report of actuary.

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

16 Net Premiums

Amount in NPR

For the Year ended

For the Year ended

Particulars 32 Ashad 2075 31 Ashad 2074
Gross premium 285,017,953 -
Less: Premiums ceded to reinsurers 10,798,631 -
Net Premium 274,219,322 -

16.1 Gross Premiums on Insurance Contracts

Amount in NPR

Particulars

For the Year ended
32 Ashad 2075

For the Year ended
31 Ashad 2074

Class-wise

Endowment Life Insurance Policy

163,690,188

Money Bank Life Insurance Policy 46,671,508 -
Whole Life Insurance Policy 73,584,498 -
Term Life Insurance Policy 1,071,759 -

285,017,953 -

16.2 Premiums ceded to Reinsurers on Insurance Contracts

Amount in NPR

For the Year ended

For the Year ended

Particulars 32 Ashad 2075 31 Ashad 2074
Class-wise
Endowment Life Insurance Policy 5,773,468 -
Money Bank Life Insurance Policy 1,772,161 -
Whole Life Insurance Policy 2,740,425 -
Term Life Insurance Policy 512,577 -
10,798,631 -

17 Fees and Commission Income

Amount in NPR

Particulars

For the Year ended
32 Ashad 2075

For the Year ended
31 Ashad 2074

Reinsurance Commission Income

3,296,078

3,296,078
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Jyoti Life Insurance Company Limited

18 Investment Income

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

Amount in NPR

Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Interest income (18.1) 204,642,921 13,999,830
204,642,921 13,999,830
18.1 Interest Income
Amount in NPR
Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Interest Income on Fixed Deposit (Commercial Bank) 190,217,938 12,350,685
Interest Income on Fixed Deposit (Development Bank) 8,839,661 -
Interest on Fixed Deposit (Finance Company) 5,053,809 -
Income from deposit in call A/C of BFI 531,513 1,649,145
204,642,921 13,999,830

19 Other Income

Other income includes income from loan, late fee on premium renewal, late fee on agent EMI payment and miscelleneous

written off only.

Amount in NPR

Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Others Direct Income 1,529 -
Other Income 1,289 -
Income from Loan 11,263 -
14,081 -
20 Net Claims Paid
Amount in NPR
Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Gross claims paid 500,000 -
Less: Claim Ceded to Resinsurer 400,000 -
100,000 -

20.1 Gross Claims Paid

Amount in NPR

Particulars

For the Year ended

For the Year ended

32 Ashad 2075 31 Ashad 2074
Endowment Life Insurance Policy - -
Money Bank Life Insurance Policy - -
Whole Life Insurance Policy 500,000 -
Term Life Insurance Policy - -
500,000 -

20.2 Claim Ceded to Resinsurer

Amount in NPR

Particulars

For the Year ended
32 Ashad 2075

For the Year ended
31 Ashad 2074

Endowment Life Insurance Policy

Money Bank Life Insurance Policy

Whole Life Insurance Policy

400,000

Term Life Insurance Policy

400,000
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Jyoti Life Insurance Company Limited

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

21 Change in Insurance Contract Liabilities

Amount in NPR

Particulars

For the Year ended
32 Ashad 2075

For the Year ended
31 Ashad 2074

Change in Gross insurance contract liabilities

Change in unexpired risk reserve provision 765,590 -
Life Insurance Fund® 152,353,806 -
Net change in Insurance contract liabilities 153,119,396 -

21.1 Change in Unexpired Risk Reserve Provision

Amount in NPR

Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Unxpired risk provision of Term Life Insurance Policy 765,590 -
Net Change 765,590 -

22 Net Service Fee

Amount in NPR

Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Gross Service Fee 2,850,180 -
Less: Share of Reinsurers 75,026 -
Total 2,775,154 -
22.1 Gross Service Fee
Amount in NPR
Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Endowment Life Insurance Policy 1,636,902 -
Money Bank Life Insurance Policy 466,715 -
Whole Life Insurance Policy 735,845 -
Term Life Insurance Policy 10,718 -
Total 2,850,180 -

22.2 Share of Reinsurer in Service Fee

Amount in NPR

For the Year ended

For the Year ended

Particulars 32 Ashad 2075 31 Ashad 2074
Endowment Life Insurance Policy 37,394 -
Money Bank Life Insurance Policy 13,365 -
Whole Life Insurance Policy 21,317 -
Term Life Insurance Policy 2,950 -
Total 75,026 -

Service Fee is Payable to Beema Samiti at the rate of 1% on gross premium received.Similarly 1% of reinsurance ceded is

recovered from reinsurer

23 Policy Acquisition Cost

Amount in NPR

For the Year ended

For the Year ended

Particulars 32 Ashad 2075 31 Ashad 2074
Medical Fees 877,269 -
Agent Commission 61,096,899 -
61,974,168 -
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Jyoti Life Insurance Company Limited

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

24 Finance Costs
Finance costs include the finance charges in respect of Bank loan, other Financial liabilities at amortized cost and in respect of
finance leases as per NAS 17 Leases.

Amount in NPR

Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Interest 117,842 -
117,842 -

25 Other Operating and Administrative Expenses

Recognition of Other Operating and Administrative Expenses
Other operating and administrative expenses are recognised on accrual basis. All expenditure incurred in the running of the busi-
ness and in maintaining the property, plant and equipment are charged to the statement of profit or loss.

Amount in NPR

Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Employee Cost (25.1) 66,571,955 27,300
Administrative expenses (25.2) 70,224,337 1,087,547
Depreciation 3,833,806 2,902
140,630,098 1,117,749

25.1 Employee Cost

Amount in NPR

Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Employees Related Expenses 47,777,193 27,300
Provision for Employee Bonus* 12,341,356 -
Contributions made to the Employees' Provident Fund (EPF) 2,362,840 -
Leave Encashment 2,161,311 -
Gratuity** 1,929,255 -
Total employee benefit expenses 66,571,955 27,300

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

** Gratuity scheme is of defined contribution nature.

4O I



25.2 Administrative Expenses

Jyoti Life Insurance Company Limited

Notes to the Financial Statement
For the year ended as on 32 Ashad, 2075

Amount in NPR

Particulars For the Year ended For the Year ended
32 Ashad 2075 31 Ashad 2074
Building Rent 13,460,230 -
Water & Electricity 1,001,606 -
Repair & Maintenance :
Vehicle 2,987 -
Office Equipment 3,150 -
Communication 3,572,079 14,070
Printing & Stationary 3,789,025 40,228
Non Capital Office Items 2,509,578 12,909
Conveyance 1,608,553 -
Travelling 2,771,996 -
Agent Training 776,126 -
Other Agent Expenses 17,517,156 -
Insurance Premium 32,547 -
Legal & Consultancy Fees 34,818 -
Books & Periodicals 24,205 -
Advertisement & Publicity 12,040,043 -
Business Promotion 646,430 -
Guest Entertainment Expense 372,507 -
Meeting Allowance 283,500 -
Meeting Allowance 162,000 -
Expenses related general meeting 80,154 -
Acturial Service Fee 2,958,143 -
Audit Fee 254,250 56,500
Internal Audit Fee 135,600 -
Internal Audit Expenses 185,931 -
Bank Charges 26,202 3,840
Fee and Charges 50,800 960,000
Service Fee 1,432,460 -
Postage & Courier 536,241 -
Other Rental fee (except House Rent) 525,219 -
Office Operating Expenses 3,430,801 -
70,224,337 1,087,547

26 Income Tax Expense

Recognition of Income Tax Expense

Income tax expense comprises current and deferred tax. Current and deferred taxes are recognised in the statement of profit or

loss except to the extent that it relates to items recognised directly in equity.
Current tax has been calculated on the basis of profits derived as per Regualtory directives (NAS financials).

Amount in NPR

For the Year ended

For the Year ended

Particulars 32 Ashad 2075 31 Ashad 2074
Income Tax - 3,216,626
Deferred Tax (Expenses)/Income 172,162 3,894
172,162 3,220,520
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26.1 Deferred Tax (Expenses)/Income

Amount in NPR

For the Year ended

For the Year ended

LT 32 Ashad 2075 31 Ashad 2074
Deferred tax (expenses)/Income 172,162 3,894
172,162 3,894

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

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

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

The date considered for the computation of weighted average number of share is from share allotment date which is 16 Ashad,
2074
Amount in NPR

Particulars As at As at
32 Ashad 2075 31 Ashad 2074

Profit for the year (Rs.) after tax 123,627,906 9,661,561
Weighted average number of shares 15,400,000 675,068.00
Basic and Diluted earnings per share of Rs.100 each 8.03 14.31
Weighted average number of shares:
Issued ordinary shares as at Ashad end 15,400,000 675,068

15,400,000 675,068

There is no covertible and other option, future instruments which would dilute the current earnings of equity holders

28 Proposed Dividends

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

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

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

29.1 Identifiaction of Related Party
A related party is a person or entity that is related to the entity that is preparing its financial statements

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

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

(i) has significant influence over the reporting entity or

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

b. An entity is related to a reporting entity if any of the following conditions applies:

(i) The entity and the reporting entity are members of the same group (which means that each parent, subsidiary and fellow sub-
sidiary is related to the others).

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

(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

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

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the key management personnel of the
entity (or of a parent of the entity).
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The Company Identifies the following as the related parties under the requirement of NAS 24

Name Relationship
1. Nanda Kishor Sharma Chairman
2. Akash Golcha Director
3. Jayanta Kumar Agrawal Director
4. Sharmila Maharjan Director
5. Prakash Bikram Khatri Deputy Chief Executive Officer
6. Pharsuram Marasini Key Management Personnel
7. Rajiv Gurbacharya Key Management Personnel
8. Ram Prasad Thapaliya Key Management Personnel
9. Ravi Ranjan Sarraf Key Management Personnel
10. Sachet Shrestha Key Management Personnel
11. Shanandan Pokharel Key Management Personnel
12. Saurav Shrestha Key Management Personnel
13. Bibek Gautam Key Management Personnel

29.2 Board Member Allowances and Facilities

The Board of Directors have been paid meeting fees of NPR 283,500 during the fiscal year. There were 19 Board Meetings
conducted during the fiscal year. Audit Committee and other committees were paid meeting allowace of NPR 162,000 during the
year.

29.3 Transactions and Outstanding Balances with the Key Management Personnel
According to the NAS 24 - Related Party Disclosures, key management personnel are those having authority and responsibility for
planning, directing and controlling the activities of the entity.

a) Key management personnel compensation
Key management Personal of Company : Head of Department
Amount in NPR

Transactions for the Deputy Chief Managers
Year ended 32nd Ashad 2075 Executive Officer &
Salary Rs. 43,21,499.82 Rs. 84,98,385.42
Total Rs. 43,21,499.82 Rs. 84,98,385.42

Except Remuneration no any other benefit were provided to Deputy CEO
29.4 Other than those stated above, there has been no related party transaction for the period.

30 Accounting Classification and Fair Value

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in
an arm’s length transaction on the measurement date. The fair value measurement is based on the presumption that the trans-
action to sell the asset or transfer the liability takes place either;

In the principal market for the asset or liability
In the absence of the principal market, in the most advantageous market for the asset or liability.

Fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the asset
or liability, assuming that market participants act in their economic best interest. When available, the Company measures the fair
value of an instrument using quoted prices in an active market for that instrument. A market is regarded as active if quoted prices
are readily and regularly available and represent actual and regularly occurring market transactions on an arm’s length basis. For
units in unit trusts, fair value is determined by reference to published bid-values. If a market for a financial instrument is not active,
then the Company establishes fair value using a valuation technique.

Valuation techniques include using recent arm’s length transactions between knowledgeable, willing parties (if available),
reference to the current fair value of other instruments that are substantially the same, discounted cash flow analyses and option
pricing models. The chosen valuation technique makes maximum use of market inputs, relies as little as possible on estimates
specific to the Company, incorporates all factors that market participants would consider in setting a price, and is consistent
with accepted economic methodologies for pricing financial instruments. Inputs to valuation techniques reasonably represent
market expectations and measures of the risk-return factors inherent in the financial instrument. The Company calibrates valuation
techniques and tests them for validity using prices from observable current market transactions in the same instrument or based
on other available observable market data.
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31 Determination of Fair Value of Financial Insturment
Fair Value Measurement

Assets and liabilities carried at fair value or for which fair values are disclosed have been classified into three levels according to
the observability of the significant inputs used to determine the fair values.

Level 1 fair value measurements are those derived from unadjusted quoted prices in active markets for identical assets or
liabilities

Level 2 valuations are those with quoted prices for similar instruments in active markets or quoted prices for identical or similar
instruments in inactive markets and financial instruments valued using models where all significant inputs are observable.

Level 3 portfolios are those where at least one input, which could have a significant effect on the instrument’s valuation, is not
based on observable market data.

The following table analyses financial assets measured at fair value at the reporting date, by the level in the fair value hierarchy
into which the fair value measurement is categorised.

As at 32 Ashad 2075 As at 31 Ashad 2074
Particulars
Levell |Level2 |Level3 Total Level 1 Level 2 | Level 3 Total
Financial assets at fair value
through OCI
Unqguoted equities - -1 37,500,000 37,500,000 - - - -
Total - -| 37,500,000 | 37,500,000 - - - -

32 Catastrophe Reserve:

As per regulation of Beema Samiti circular dated 2071/06/08, 10% of the amount of profit available for distribution
amounting to Rs.13,324,614.51 has been appropriated as Catastrophe Reserve and at the end of this year such reserves amount
to Rs. 13,324,614.51 in totality.

33 Risk Management Framework

(1) Insurance and Financial Risk

(i) Life Insurance Risks

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

- Frequency and Severity of claim

- Product design risk

- Underwriting risk

- Mortality Rate

- Concentration Risk

a) Frequency and Severity of Claim

For the Contracts where death is the insured risk, the most significant factors that could increase the overall frequency of claims
are epidemics such as AIDS,SARS and human form of Avian Flu or widespread changes in lifestyle proneness to accidents due to
climatic vulgarity and road conditions. For contracts where survival is the insured risk, the most significant factor is continued
improvement in medical science, its advisability in country life style and social condition that would increase longitivity.

At the present, these risk do not vary significantly in relation to the location of the risk insured by the Company.However,undue
concentration of amounts could have an impact on the severity of benefit payments on portfolio basis.

For contracts with fixed and guaranteed benefits and future premiums, there are no mitigating terms and condition that reduce the
insurance risk accepted. The company manages these risk through its underwriting strategy and reinsurance arrangement.

Operational Risk

Mitigation Strategies

b)

Product design risk

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

Diversification of insurance contracts across a large geo-
graphical areas.

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

Strategies are periodically reviewed and suitable action
taken.

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

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

Improve knowledge and skills
staff.

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

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

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

of the underwriting

d)

Mortality Factor:

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

Improve knowledge and skills of the underwriting staff.
Statistical databases are maintained on health risk prone
clients category to ensure such clients are strategically
declined.

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

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

33.1 Risk Management Framework (Continued)

e) Concentration Risk

Amou nt in NPR

For the Year ended 32nd Ashad 2075

Particulars - - -
Gross premium Premium Ceded Net Premium

Portfolio(Participating contract)
Endowment Life Insurance Policy 163,690,188 5,773,468 157,916,720
Money Bank Life Insurance Policy 46,671,508 1,772,161 44,899,347
Whole Life Insurance Policy 73,584,498 2,740,425 70,844,073
Term Life Insurance Policy 1,071,759 512,577 559,182

Total 285,017,953 10,798,631 274,219,322

33.2 Risk Management Framework (Continued)
Governance Framework

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

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

The Board is ultimately responsible for monitoring compliance with the Company’s risk management policies and procedures.
The Board is assisted in these functions by investment management and solvency commitee. The investment management and
solvency commitee undertakes both regular and ad-hoc reviews of risk management controls and procedures, the results of which
are reported to the Board.

Regulatory Framework

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

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

(ii) Financial Risks

Nature and extent of risk arising from Financial Instruments

The Company has exposure to the following risks from financial instruments.
e Credit risk
e Liquidity risk
e Market risk
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This note presents information about the Company’s exposure to each of the above risks and the Company’s objectives, policies
and processes for measuring and managing risks.

e Credit Risk/Loan Risk

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

Management of Credit Risk - Financial Investments (Except equity securities)

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

e Liquidity Risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with its financial liabilities that

are settled by delivering cash or another financial asset. In respect of catastrophic events, there is also a liquidity risk associated
with timing differences between gross cash out-flows and expected reinsurance recoveries.

Management of Liquidity Risk
The following controls are in place to mitigate liquidity risk which is faced by the Company.

i. The Company’s approach to managing liquidity is to ensure that funds available are adequate to meet claim payments to its
policyholders and to ensure operational expenses are paid when they are due.

ii. Main sources of the Company’s funding are capital and gross written premium. Investment durations are diversified,
depending onthe cash flow needs of the Company and maturity periods are regularly reviewed. Cash flow analysis is done prior to
investments are made.

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

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

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

Exposure to Liquidity Risk

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

Maturity Profiles

The following table summarises the maturity profile of the financial assets, financial liabilities and insurance contract liabilities.
Unearned premiums have been excluded from the analysis as they are not contractual obligations. The Company maintains a
portfolio of marketable and diverse assets that can be easily liquidated in the event of an unforeseeable interruption of cash flow.
The Company also has committed lines of credit that it can access to meet liquidity needs.
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33.3 Risk Management Framework (Continued)

Contractual maturities of undiscounted cash flows of financial assets and financial liabilities are provided below.

Amou nt in NPR

As at 31 Ashad 2074

Particualrs Within 1 Year 1-3 Years 3-5 Years s No stat‘ed Total
Years Maturity
Financial assets
Other Financial Asset 5,329,041 - - - - 5,329,041
Fixed deposit 480,000,000 | 850,000,000 | 200,000,000 - -1 1,530,000,000
Cash and short term deposits 15,706,211 - - - - 15,706,211
Total 501,035,252 | 850,000,000 | 200,000,000 - -| 1,551,035,252
Financial liabilities
Sundry Creditors 1,034,361 - - - - 1,034,361
TDS Payable 1,023 - - - - 1,023
Payable to Staff 9,427 - - - - 9,427
Income tax Liabilities 1,922,419 - - - - 1,922,419
Total 2,967,230 - - - - 2,967,230
Net Financial Assets 498,068,022 | 850,000,000 | 200,000,000 - -| 1,548,068,022
33.4 Risk Management Framework (Continued)

As at 32 Ashad 2075

Amou nt in NPR

Particualrs Within 1 Year. 1-3 Years 3-5 Years G No sta?ed Total
5 Years Maturity

Financial assets
Other Financial Asset 7,534,081 - - - - 7,534,081
Investment In Share - - - - 37,500,000 37,500,000
Loan and Advances at Amor- - 1,538,733 731,082 - - 2,269,815
tized Cost
Fixed deposit 932,500,000 | 230,000,000 | 280,000,000 | 250,000,000 -| 1,692,500,000
Cash and short term deposits 61,095,005 - - - - 61,095,005
Total 1,001,129,086 | 231,538,733 | 280,731,082 | 250,000,000 37,500,000 | 1,800,898,901
Financial liabilities
Due to re-insurer 4,292,212 - - - - 4,292,212
Sundry creditors 7,222,656 - - - - 7,222,656
TDS Payable 5,620,968 - - - - 5,620,968
Audit Fee Paayable 284,325 - - - - 284,325
Agent License Fee Payable 557,190 - - - - 557,190
Salary Payable 3,840,113 - - - - 3,840,113
Service Charges Payable to 2,547,351 - - - - 2,547,351
Beema Samiti
Due to Agents 26,748,069 - - - - 26,748,069
Employee Bonus 12,341,356 - - - - 12,341,356
Leave Encashment - - - - 1,539,761 1,539,761
Rent Payable 60,333 - - - - 60,333
PF Payable 289,708 - - - - 289,708
Payable to Staff 375,031 - - - - 375,031
Pension and Gratuity - - - - 1,929,255 1,929,255
Total 64,179,312 - - - 3,469,016 67,648,328
Net Financial Assets 936,949,774 | 231,538,733 | 280,731,082 | 250,000,000 34,030,984 | 1,733,250,573

33.5 Risk Management Framework (Continued)

1) Market Risk

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

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

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

The major interest rate risk that the Company is exposed to is the discount rate for determining insurance liabilities.
Management of Interest Rate Risk

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

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

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

b) Currency Risk

Foreign exchange risk is the potential for the Company to experience volatility in the value of its assets, liabilities and solvency and
to suffer actual financial losses as a result of changes in value between the currencies of its assets and liabilities and its reporting
currency. The Company does not maintain foreign currency denominated assets in its investment portfolios and as such is not
exposed to foreign exchange risk related to investments.

The Company has no significant concentration of currency risk. The amount with reinsurer is settled in Nepali Rupee.

c) Equity Price Risk

The risk of fluctuation in fair values or future cash flows of a financial instrument due to a change in market prices, other than those
occurring due to interest rate risk or currency risk, is referred to as equity price risk. Accordingly, the equity price risk affects the
Company's investments in equity instruments.

Management of Equity Price Risk

In order to mitigate the equity price risk faced by the Company, the management follows the guidelines set out in the
investmentpolicy. TheCompany'sinvestmentpolicyguidesthemanagementtoset/monitorobjectivesandconstraintsoninvestments,
diversification plans as well as limits on equity exposure. Compliance with the policy is monitored and the exposure and instanc-
es of non-compliance are reported to the Board of Directors. The policy is reviewed regularly for pertinence and for changes in
the risk environment. The Company manages its equity price risk by investing in relatively less volatile sectors and in different
sectors.

The Company’s equity price risk exposure relates to financial investment held at FVTOCI, whose values fluctuate as a result of
changes in market prices.

Sensitivity Analysis - Equity Price Risk

Sensitivity analysis for equity risk reflects how changes in the fair value of equity securities at the reporting date will fluctuate in
response to assumed changes in equity market prices. The movements in the fair value of equity securities monitored by assessing
the projected changes in the fair value of equity securities held by the portfolios in response to assumed equity price movements
of +/- 10% and +/- 20%.

34 Risk Management Framework (Continued)

3) Operational Risks

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

34 Events after the Reporting Date

34.1 Dividends

The company has not Declared any Dividend after the Reporting Date
35 Capital Commitments and Contingencies

35.1 Capital Commitments

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

35.2 Contingencies

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

36 First Time Adoption of NFRS

NFRS 1 (First-time Adoption of Nepal Financials Reporting Standards) provides a suitable starting point for accounting in
accordance with NFRS and is required to be mandatorily followed by first-time adopters.

Exception

As per NFRS 1 any change in accounting policy should be applied retrospectively, however it prohibits retrospective application of
some aspects of other NFRS. Some of the exceptions which are relevant to the entity are as follows

Estimates: An entity’s estimates in accordance with NFRSs at the date of transition to NFRSs shall be consistent with estimates
made for the same date in accordance with previous GAAP. The company does not have any such estimates made under NFRS
which is different than the local GAAP on date of transitions.
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Classification and Measurement of Financial Assets

An entity shall assess whether a financial asset carried at amortised cost meets the conditions of NFRS 9 on the basis of the facts
and circumstances that exist at the date of transition to NFRSs. Accordingly, for investment carried at amortised cost as on date of
transition the business model test and cash flow test has been checked for the same date. As per the exception for retrospective

application classification based on the circumstance prevailing at initial recognition would be difficult and perhaps impossible.

Exemptions from other NFRS

NFRS 1 has provided various optional exemption from some requirement of other NFRS. Retrospective application of some of the
standard can require significant resources and could in some circumstances be impracticable.

1. Insurance Contracts:

A first-time adopter may apply the transitional provisions in NFRS 4 Insurance Contracts. NFRS 4 restricts changes in accounting

policies for insurance contracts, including changes made by a first-time adopter.
2. Deemed Cost:

The company has elected to measure item of property, plant and equipment at the date of transition at net carrying cost and use

that net carrying cost as its deemed cost at that date.

3. Short-term exemptions from NFRS

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

iii. Employee Benefits- may apply the transition provisions

4. Exemption from preparation of three period of Statement of Financial Position as company was incorporated in FY 2073-74.
5. Practical inexpedience to apply Amortized Cost in case of loans to agents: Since recovery timeline is uncertain in case of loans

to agents, its accounting has not been done.
36.1 Significant changes from the Policies adopted in the past

Significant changes from the Policies adopted under the previous GAAP(erst while NAS and directive issued by the Insurance Board
of Nepal) and the adoption of NFRS has been the disclosed in the respective segments,including the impact.The detailed impact

disclosure is given below
Summary of NFRS Adjustment
36.1.1 Reconciliation of Profit or loss

Amou nt in NPR

. Year ended | Year ended
Particulars Notes 2017 2018

Profit/Loss as per GAAP(A) 9,649,878 | 123,596,267
Adjustments due to NFRS Implementation
1. Increase (Decrease) in Other operating and administrative expenses 1 15,577 42,184
a. Depreciation Adjustment Due to NFRS 1.1 15,577 -
b. Leave Encashment 1.2 - 42,184
2. Adjustment in Deferred Tax due to difference in book base as per NAS & As per NFRS 2 (3,894) (10,546)
Total Adjustment (B) 11,683 31,638
Profit/(Loss) as per NFRS [A+B] 9,661,561 | 123,627,905

Notes
NFRS Profit amount differ from GAAP is due following reason:

1.1 As per GAAP, depreciation is calculated in WDV method in Previous Year whereas in NFRS depreciation is calculated in SLM

method.
1.2 Decrease in Leave as per actuarial valuation

2 NFRS deferred tax is difference from GAAP is due to reversal of previous year deferred tax created on temporary difference

between depreciation calculated as per NFRS and depreciation as per Tax base
36.1.2 Reconciliation of Equity

Amou nt in NPR

Particulars Year Ended Year Ended
2017 2018

Total Equity as per GAAP(A) 9,649,878 119,921,531
Adjustments due to NFRS Implementation

1. Net Increase/(Decrease) in Retained Earning 15,577 57,761
a. Reversal of Depreciation 1 15,577 15,577
b. Leave Encashment - 42,184
2. Deferred Tax Reserve to be adjusted in equity 3 (3,894) (14,440)
Total Adjustment (B) 11,683 43,321
Total Equity as per NFRS [A+B] 9,661,561 119,964,852

NFRS balance of equity differs from that of GAAP due to following reason:
1 Reversal of depreciation as per NFRS .

2 Decrease in leave as per actuarial valuation

3 Deferred tax created from above adjustment.
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36.1.3 Reconciliation of Statement of Financial Position

Amou nt in NPR

Year ended 2017

Year ended 2018

Equity

: - NFRS NFRS
Particulars Notes | As per GAAP Re-c::::lﬁca- R::::?- NFRS balance | As per GAAP | Re-classification [Remeasure-| NFRS balance
. ment
Assets
Fixed Asset 203,271 (203,271) - - 51,377,405 (51,377,405) - -
Property Plant & 1 - 203,271| 15,577 218,848 - 50,328,058 15,577 50,343,635
Equipment
Intangible assets - - - - - 1,049,347 - 1,049,347
Financial assets
Other asset 8,001,833 (8,001,833) - - 48,930,203 (48,930,203) - -
Long Term Investmemt 1,050,000,000]| (1,050,000,000) - -l 797,500,000 (797,500,000) - -
Other Long Term Loans - - - - 2,470,733 (2,470,733) - -
Cash & Cash Equiva- 5,705,606 10,000,605 - 15,706,211 53,686,150 7,408,855 - 61,095,005
lents
Short Term investments 490,000,605| (490,000,605) - -| 939,908,855 (939,908,855) - -
Financial assets at 2 -l 1,530,000,000 -| 1,530,000,000 - 1,693,432,000] (200,918)] 1,693,231,082
amortized cost
Financial asset at fair - - - - 37,500,000 -l 37,500,000 -
value through other
comprehensive income
Other Financial Assets - 5,329,041 - 5,329,041 - 7,534,081 - 7,534,081
Deferred tax Asset 5 - - - - 182,708 - (14,440) 168,268
Current Tax Asset - - - - - 36,624,612 - 36,624,612
Other Asset
Deferred Employee 2 - - - - - - 200,918 200,918
Cost
Other non Financial - 1,378,585 - 1,378,585 - 6,310,242 - 6,310,242
Asset
Total Assets 1,553,911,315 (1,294,207)| 15,577| 1,552,632,685| 1,894,056,054 51,377,404 1,137 1,894,057,190
Liabilities
Insurance contract - - - - - 153,119,395 - 153,119,395
liabilities
Deferred Tax Liabilities 5 - - 3,894 3,894 - - - -
Other Financial Lia- - 1,044,811 - 1,044,811 - 20,797,675 - 20,797,675
bilities
Insurance Payables - - - - - 31,040,281 - 31,040,281
Current Liabilities 4,261,437 (4,261,437) - -| 51,837,957 (51,837,957) - -
Provision for Unexpired - - - - 765,590 (765,590) - -
Risk
Other Provisions - - - - 15,852,556 (15,852,556) - -
Current tax Liabilities - 1,922,419 - 1,922,419 - - - -
Provision - . . - - 15,810,372 - 15,810,372
Total Liabilities 4,261,437 (1,294,207) 3,894 2,971,124 68,456,103 152,311,620 - 220,767,723
Equity
Share capital 1,540,000,000| . -| 1,540,000,000] 1,540,000,000 - -| 1,540,000,000
Life Fund - - -| 152,353,806 (152,353,806) - -
Catastrophic reserves - - - - 13,324,615 - - 13,324,615
Retained Earnings 6 9,649,878 - - 9,649,878| 119,738,823 - - 119,738,823
Other Reserve
Deferred Tax Reserve - - - - 182,708 - (14,440) 168,268,
Regulatory Reserve 7 - -] 11,683 11,683 - - 57,761 57,761
Total Equity 1,549,649,878 -| 11,683| 1,549,661,561| 1,825,599,952 (152,353,806) 43,321 1,673,289,467,
Total Liabilities and 1,553,911,315 (1,294,207)| 15,577| 1,552,632,685| 1,894,056,055 (42,186) 43,321 1,894,057,190

B WN P

Depreciation, Provision for Leave Encashment.
5 Excess of profit for the year as per

The NFRS balance of PPE differss from GAAP balance due to Reversal of depreciation as per NFRS.
The NFRS balance of Employee loan differs from GAAP balance due to remeasurement in amortized cost

The NFRS balance of Deferred tax liability and asset differs from GAAP due to reversal of depreciation as per NFRS
NFRS balance of equity differs from the GAAP balance due to remeasurement of following items namely Deferred Reserve created due to Reversal of

NFRS Financial Statements and the GAAP Financials are accounted under regulatory reserve as per
Directive of Beema Samiti dated 2075.09.12 and the excess of retained earning as per NFRS Financial Statements in respect of GAAP Financials has been
adjusted as regulatory reserve adjustment for financial year.
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36.1.4 Reconciliation of Statement of Cash Flow

Amou nt in NPR

Particulars 2074-75 2073-74
As per NFRS | Difference | As per GAAP| As per NFRS Difference As per GAAP

Cash flow From Operating activities | 98,996,145 -| 98,996,144 (2,742,828) - (2,742,828)
Cash Flow from Investing (53,489,508)| 2,591,750| (50,897,758)(1,521,550,961)| (10,000,605) | (1,531,551,566)
Activities*

Cash Flow from Financing Activities (117,843) - (117,842)| 1,540,000,000 -| 1,540,000,000
Net Cash Flow From Overall 45,388,794 2,591,750 47,980,544 15,706,211 (10,000,605) 5,705,606
activities

Opening Balance of Cash & Bank 15,706,211| 10,000,605 5,705,606 - - -
Balances*

Closing Cash Balance 61,095,005 | (7,408,855)| 53,686,150 15,706,211 (10,000,605) 5,705,606

Difference in Investing Activities as per NFRS and GAAP is due to following Reason:

*

Interest Bearing other deposit of Commercial Bank at the beginning of FY now shown as cash & cash equivalent (Previously

shown as Short Term Investment). Hence, Difference arise of Rs.(10,000,605) in 2073-74 and Rs.2591750 in 2074-75 in invest-

ing activities.
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S AT TAT JUATAT BATAARD

REGION 1

Biratnagar - Regional Office Contact Office Contact

Biratnagar - Branch 9801238410 021524655
Inaruwa - Sub Branch 9801238557
Khandbari - Sub Branch 9801902585
Birtamode - Branch 9801238420 023541581
Bhadrapur - Sub Branch 9801238480 023455575
Damak - Branch 9801238430 023582804
Dharan - Branch 9801238517 025530666
Terhathum - Sub Branch 9801902587
Dhankuta - Sub Branch 9801238429 026520548
Bhojpur - Sub Branch 9801902659
llam - Branch 9801238423 027521728
Phidim - Sub Branch 9801238558
Teplejung - Sub Branch 9801905953
Itahari - Branch 9801238424 025584415
Biratchowk - Sub Branch 9801238581
Olhaldhunga - Branch 9801238553
Solu - Sub Branch 9801238559
Diktel - Sub Branch 9801238336

REGION 2

Janakpur - Regional Office Contact Office Contact

Birgunj - Branch 9801238408 051534495
Kalaiya - Sub Branch 9801238451 053551255
JitpurB - Sub Branch 9801238449 053412284
Pokhariya - Sub Branch 9801238450 051560142

Chapur - Branch 9801238413 055540709
Gaur - Sub Branch 9801238485 055521192
Nijgad - Sub Branch 9801238445 053540497

Gaighat - Branch 9801238478 035420587

Janakpur - Branch 9801238419 041528425
Lalbandi - Sub Branch 9801238484 046501569
Jaleshwor - Sub Branch 9801238486
Bardibas - Sub Branch 9801238479

Lahan - Branch 9801238440 033560822
Mirchaiya - Sub Branch 9801238530
Rajbiraj - Sub Branch 9801238295

Sindhuli - Branch - Sub Branch 9801238416 047521213
Manthali - Sub Branch 9801238556 048540686

REGION 3

Kathmandu - Regional Office Contact Office Contact

Banepa 9801238422 011660122
Chautara 9801905946
Khandichaur
Panauti
Charikot 9801238495 049421501
Bhaktapur 9801238406 016620445
Gongabu 9801238415 014385751
Battar 9801238292 010560132
Gyaneshwor 9801238404 014445941
Jorpati 9801238309 014911434
Maharajgun;j 9801238582 014017535
Dhading 9801238296
Minbhawan 9801904748 014106895
Newroad 9801904741 014264995
Pulchowk 9801238489 015009005
Kritipur 9801238414
Rabibhawan 9801905547 014274624
Sorakhutte 9801238334 014387508
Sukedhara 9801238588 014480174
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REGION 4
Pokhara - Regional Office Contact Office Contact

Baglung - Branch 9801238425 068521606
Kushma - Sub Branch 9801904743

Damauli - Branch 9801238432 065562731
Besisahar - Sub Branch 9801238529
Gorkha - Sub Branch 9801238294

Pokhara - Branch 9801238495 061550201
Lekhnath - Sub Branch 9801905259

Waling - Branch 9801238487 063440747

REGION 5

Butwal - Regional Office Contact Office Contact

Bhairahawa - Branch 9801238291 071525033
Butwal - Branch 9801238528 071551445
Bardaghat - Sub Branch 9801238444 078580496
Jeetpur - Sub Branch 9801238446 076550147
Manigram - Sub Branch 9801238515 071562392
Arghakhanchi - Sub Branch 9801238526 077420952
Murgiya - Sub Branch 9801238555 071440138
Taulihawa - Sub Branch 9801238304 076560941
Parasi - Sub Branch 9801238554 078520272
Chitwan - Branch 9801238418 056570123
Tandi - Sub Branch 9801238299 056562109
Gulmi - Branch 9801238552 079520897
Hetauda - Branch 9801238442 057524102
Palpa - Branch 9801238520 075522812
Rampur - Sub Branch 9801238293 075400502

REGION 6

Ghorahi - Regional Office Contact Office Contact

Ghorahi - Branch 9801238443 082563925
Rukum Purba - Sub Branch 9801904740
Tulsipur - Sub Branch 9801238498 082523434
Lamahi - Sub Branch 9801238523 082540958
Rolpa - Sub Branch 9801238499 086440380
Salyan - Sub Branch 9801238524 088400009
Rukum - Sub Branch 9801238335
Pyuthan - Sub Branch 9801902658

Nepalgunj - Branch 9801238488 081550286
Gulariya - Sub Branch 9801238448 084420692
Rajapur - Sub Branch 9801238483
Kohalpur - Sub Branch 9801238447 081541195

Surkhet - Branch 9801902581 083522547
Jajarkot - Sub Branch 9801904867
Kalikot - Sub Branch
Jumla - Sub Branch 9801238297 087520260
Dailekh - Sub Branch 9801238531 089410249

REGION 7

Dhangadhi - Regional Office Contact Office Contact

Dadeldhura - Branch 9801238519 096420971
Bajhang - Sub Branch 9801902589
Baitadi - Sub Branch 9801902584 095520521
Darchula - Sub Branch 9801904744 093420490
Dhangadi - Branch 9801238521 091417253
Tikapur - Sub Branch 9801238481
Sukhad - Sub Branch 9801238417 091403157
Punarbas - Sub Branch 9801238482 099420020
Doti - Branch 9801902582 094412053
Bajura - Sub Branch 9801902583 097541329
Achham - Sub Branch 9801902586 097620132
Mahendranagar - Branch 9801238494 099523149
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