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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDER OF RELIABLE NEPAL LIFE INSURANCE LTD.

Report on the Audit of the Financial Statements

Opinion

We have audited the fnancial statements of Reliable Nepal Life Insurance Lid. (the 'Company”),
which comprise the Statement of Financial Position as at Ashadh 32, 2075, Statement of Profit or
Loss, Statement of Other Comprehensive Income, Statement of changes in equity and statement of
cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

[n our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the company as at Ashadh 32, 2075 and its financial performance and its cash
flows for the year then ended in accordance with Nepal Financial Reporting Standards [ NFRSs).

Basis for opinion

We conducted our andit in accordance with Nepal Standards on Auditing (NSAs).  Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Ftatements section of our report. We are independent of the company in
accordance with the ICAN's Handbook of Code of Ethics for Professional Accountants together with

the ethical requirements that are relevant to our audit of the financial statements in Nepal, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe

that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Other Matter

In our earlier report issued on 2019/12,/10, we expressed an unmodified opinion on the financial
statements approved by the Board of Directors (BOD) on even date. This report is to express our
opinion on financial statement revised by the company as per the directions given by the regulator
on 2020/02 /18,

Responsibilities of Management for the financial statements

Management is responsible for the preparation and fair presentation of fnancdial statements in
accordance with NFRSs, and for such internal control as the directors determine s necessary to
enahle the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

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

Board of Directors are responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obain reasonable assurance about whether the financiil
whole are free from material misstatement, whether due to fraud or error, 10
report that includes our opinion. Reasonable assurance is a high leve

£
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Post Box No. 4204, New Plaza Road (3™ Building), Putalisadak, Kﬂlhmndu-%\gﬂﬁyﬁﬂ 977-1-4434585
Email: bghimire & nic.com.np, info@gandg.com.
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guarantee that an audit conducted in accordance with NSAs will always detect a material
misstatement when it exists. Misstatements can arise from fravud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decistons of users taken on the basis of these financial statements.

Report on Other Legal and Regulatory Requirements
On examination of the financial statements as aforesaid, we report that:
i) Wehave obtained all the information and explanations, which to the best of our knowledge and

belief were necessary for the purpose of our auwdit;

i} Inouropinion, proper books of accounts as required by law have been kept by the company so
far as it appears from our examination of such books of accounts;

ti) We have issued another audit report in accordance with Nepal Standards on Auditing 800,
*Special Considerations- Audit of Financial Statements Prepared in Accordance with Special
Purpose Framework™ reporting on the financial statements prepared in accordance with the
directions issued by Beema Samiti

W} In our opinion, the Statement of Financial Position, Statement of Profit or Loss, Statement of
Other Comprehensive Income, Statement of changes in equity and statement of cash flows dealt
with by this report are in agreement with the books of accounts;

¥) To the best of our information and according to explanation given to us and from our
examination of the books of account of the company necessary for the purpese of our audit, we
have not come across cases where the board of directors or any representative or any employee
of the company have acted contrary to the provisions of laws relating to accounts or committed
any misappropriation or caused any loss or damage to the company.

vi} Company's life assurance fund and other special reserves are as per the prescribed provisions.

vil) As per the information obtained, company has not conducted any kind of other business except
approved life insurance business.

i) To the best of our information, company Is able to meet its long term liabllities from its assets,

ix}) The internal control system implemented by the company is found to be effective,

x) We did not obtain information indicating company’s act against interest of insured.

Placa Kathmandu
Date Z020/03/04
LIDIN 200581 2CA0009FTzuTn

Fost Box Mo. 4204, New Plaza Road (3™ Building), Putalisadak, Kathmandu-23, Nepal, Tel: 977-1-4434585
Email: bghimire@nic.com.np, infodtgandg.com.np
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Reliable Nepal Life Insurance Ltd.

Statement of Financial Position
As on 32 Ashad 2075 (16 July 2018)

\\\\\\\\\

Reliable Nepal Life Insurance Limited

Figures in NPR

" Restated* "Restated*
Note As at 32 Ashad As at 31st As at 1st
2075 Ashad 2074"  Shrawan 2073"
ASSETS
Intangible assets 3.1 1,845,667 - -
Property, plant and equipment 3.2 57,848,464 611,837 11,731
Deferred tax assets 3.3. - - 593,719
Financial assets
Investments at Fair Value 3.4 6,514,389 - -
Investments at amortised cost 3.5 1,585,500,000 1,110,000,000 -
Other loans and advances 3.6 4,084,910 - -
Other financial assets 3.7 29,750 - -
Income tax receivables 3.3. 18,419,700 257,828 -
Other assets 3.8 15,744,783 2,475,383 -
Cash and cash equivalents 3.9 166,824,169 39,363,522 2,002
Total assets 1,856,811,831 1,152,708,571 607,452
EQUITY AND LIABILITIES
Equity
Equity share capital 3.10 1,400,000,000 1,151,171,000 -
Other equity
Retained earnings 3.10 26,200,974 995,646 (2,701,476)
Catastrophe reserve 3.10 3,366,882 - -
Other reserve 3.10 4,100,968 - -
Total Equity 1,433,668,824  1,152,166,646 (2,701,476)
Liabilities
Insurance payables 3.11 479,175 - -
Other liabilities 3.12 15,312,237 218,600 3,140,570
Income tax payable 3.3. - - 77,358
Other financial liabilities 3.13 87,450,655 323,325 91,000
Insurance contract liabilities 3.14 317,203,165 - -
Deferred tax liabilities 3.3. 205,761
Employee benefit obligation 3.15 2,492,014 - -
Total Liabilities 423,143,007 541,925 3,308,928
Total Equity and Liabilities 1,856,811,831 1,152,708,571 607,452

The accompanying notes are integral part of these financial statements.

Dipesh Babu Tiwari
Account Head

Indra Prasad Sharma
Director

Date:

Director

Place: Kathmandu

Narayan Babu Lohani
Chief Executive Officer

Dr. Prakash Bhattarai

Udaya Nepali Shrestha

Director

Gaurav Agrawal

Director

As per our report of even date

Shreeram Dhakal
Director

Anju Pandey Pant
Director

CA Bijaya Raj Ghimire
Partner
G&G Associates
Chartered Accountants
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Reliable Nepal Life Insurance Ltd.
Statement of Profit or Loss
For the year ended 32 Ashad 2075 (16 July 2018)

Figure in NPR
"Restated*
Note 2074-75 2073-74"

Gross premiums 3.16 426,771,400 -
Premiums ceded to reinsurers 3.16a (96,474,814) -
Net insurance premium revenue 330,296,586 -
Fees and commission income - -
Investment income 3.17 190,799,511 8,371,012
Other income 3.18 114,971 -
Total revenue 521,211,068.67 8,371,012
Gross benefits and claims paid 3.19 12,495,050 -
Claims ceded to reinsurers 3.19a (5,550,000) -
Net benefits and claims 6,945,050 -
Changes in insurance contract liabilities 3.14 317,203,165 -
Agent Related Expenses 3.20 51,923,312
Other operating and administrative expenses 3.21 102,211,146 3,436,060
Total benefits, claims and other expenses 478,282,673 3,436,060
Profit Before Tax 42,928,396 4,934,952
Income Tax Expense
Current tax 3.3. 8,999,984 644,112
Deferred tax (credit)/charge 3.3. 468,129 593,719
Profit for the year 33,460,283 3,697,121
Basic EPS 3.22 2.39 3.17
Diluted EPS 3.22 2.39 3.17

The accompanying notes are integral part of these financial statements.
As per our report of even date

Dipesh Babu Tiwari Narayan Babu Lohani Udaya Nepali Shrestha Shreeram Dhakal
Account Head Chief Executive Officer Director Director
Indra Prasad Sharma Dr. Prakash Bhattarai Gaurav Agrawal Anju Pandey Pant
Director Director Director Director
CA Bijaya Raj Ghimire
Partner

G&G Associates

Chartered Accountants
Date:

Place: Kathmandu
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Reliable Nepal Life Insurance Ltd.
Statement of Other Comprehensive Income
For the year ended 32 Ashad 2075 (16 July 2018)

Reliable Nepal Life Insurance Limited

Figures in NPR

"Restated*
Note 2074-75 2073-74"

Profit for the year 33,460,283 3,697,121
Other comprehensive Income:
Other comprehensive Income not to be reclassified to profit or loss in
subsequent periods

Re-measurement (losses) / gains on post employment defined benefit plans -

Net Fair Value Gain/(Loss) on Financial Assets (1,049,472) -

Tax relating to items that will not to be reclassified to profit or loss 262,368 -
Total other comprehensive gain/(loss) for the year, net of tax (787,104) -
Total Comprehensive income for the year, net of tax 32,673,179 3,697,121

The accompanying notes are integral part of these financial statements.

Narayan Babu Lohani
Chief Executive Officer

Dipesh Babu Tiwari
Account Head

Dr. Prakash Bhattarai
Director

Indra Prasad Sharma
Director

Date:
Place: Kathmandu

As per our report of even date

Shreeram Dhakal
Director

Udaya Nepali Shrestha
Director

Anju Pandey Pant
Director
CA Bijaya Raj Ghimire
Partner
G&G Associates
Chartered Accountants

Gaurav Agrawal
Director
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Reliable Nepal Life Insurance Ltd.
Statement of Cash Flows
For the year ended 32 Ashad 2075 (16 July 2018)

Figures in NPR
2074-75 2073-74
CASH FLOWS FROM OPERATING ACTIVITIES
Net Profit 42,928,396 4,934,952
Non-cash items included in profit before income tax:-
Other Finance incomes - -
Net Fair Value Gain/(Loss) on Financial Assets -
Depreciation on property, plant and equipment 4,860,047 48,194
Adjustment for Deferred Tax (205,761) (593,719)
Adjuatment for Provision for Tax (8,999,984) (644,112)
Provision for employee benefits 2,492,014 -
Provision for Staff bonus - -
Gross change in contract liabilities 317,203,165 -
Impairment Losses
Cash flow from non-operating activities
Profit on Sales of Fixed Assets - -
Investment income and other income (190,799,511) (8,371,012)
(Increase)/ Decrease in Trade and security deposits (29,750) -
(Increase)/ Decrease in other financial assets (4,084,909.54) -
(Increase)/ Decrease in Other assets (31,431,272) (2,139,492)
Increase / (Decrease) in unearned premiums - -
Increase / (Decrease) in insurance payables 479,175
Increase / (Decrease) in other payables 102,426,728 (2,689,645)
Cash generated from operations 234,838,337 (9,454,834)
Bonus paid
Grauity paid in CIT
Income tax paid - (77,358)
NET CASH FLOWS FROM OPERATING ACTIVITIES 234,838,337 9,532,192)

CASH FLOWS FROM INVESTING ACTIVITIES

Investment income and other income 190,799,511 8,371,012

Proceeds from sale of quoted shares

Purchase of property and equipment (61,682,341) (648,300)

Purchase of Intangibles (2,260,000) -

Proceeds from disposal of property and equipment

Net additions of investment ( includes government securities & fixed deposit) (483,063,861) (1,110,000,000)
NET CASH FLOWS FROM INVESTING ACTIVITIES (356,206,691) (1,102,277,288)

CASH FLOWS FROM FINANCING ACTIVITIES
Settlement of Borrowings

Issue of Share Capital 248,829,000 1,151,171,000
Dividends Paid

NET CASH FLOWS FROM FINANCING ACTIVITIES 248,829,000 1,151,171,000
Net foreign exchange difference on cash and cash equivalents
(Decrease)/Increase in cash and cash equivalents 127,460,646 39,361,520
CASH AND CASH EQUIVALENTS, Beginning of Year 39,363,522 2,002
CASH AND CASH EQUIVALENT AT THE END OF THE YEAR 166,824,169 39,363,522

Shreeram Dhakal
Director

Udaya Nepali Shrestha
Director

Dipesh Babu Tiwari
Account Head

Narayan Babu Lohani
Chief Executive Officer

Dr. Prakash Bhattarai
Director

Anju Pandey Pant
Director
CA Bijaya Raj Ghimire
Partner
G&G Associates
Chartered Accountants

Gaurav Agrawal
Director

Indra Prasad Sharma
Director

Date:
Place: Kathmandu
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1. Entity Information and Financial Statements
1.1Reporting Entity
Reliable Nepal Life Insurance Ltd. (RNLIL or company), a public limited liability company, domiciled in Nepal, was
incorporated on 18th Mangsir, 2064 (company registration number 1036/064/065) under provisions of Companies Act,
2063. The registered office of the company is located at Gyaneshwor, Kathmandu. Shares of the company are not listed in
stock exchange.

1.2Nature of Operations and Principal Activities

The company is licensed by Insurance Board of Nepal on 15th Bhadra 2074 to operate Life Insurance Business in Nepal and
accordingly the company commenced life insurance business in Nepal.

The financial statements apply to the financial year ended 32nd Ashadh 2075 (16th July 2018).
1.3Responsibility for Financial Statements

The Board of Directors are responsible for preparation and presentation of these Financial Statements as per Nepal
Financial Reporting Standards (NFRS).The accompanied financial statements of RNLIL for the year ended Ashad end 2075
were authorized for issue by board of Directors on 24th Mangsir, 2076 (10th December, 2019).

2.  Significant accounting policies and notes to accounts
2.1Basis of Preparation and measurement
i. Statement of Compliance

The financial statements have been prepared in accordance with applicable Nepal Financial Reporting Standards (NFRS) as
issued by the Institute of Chartered Accountants of Nepal (ICAN), relevant presentational requirements of the Company
Act, 2063 of Nepal and requirements of Insurance Board of Nepal.

These statements for the year ended 32 Ashadh, 2075 are the first Financial Statements prepared under NFRS by the
Company. For all periods up to and including the year ended 31 Ashadh, 2074, the Company prepared its financial
statements in accordance with earlier issued Nepal Accounting Standards (hereinafter referred to as 'Previous GAAP')
used for its statutory reporting requirement in Nepal immediately before adopting NFRS. The financial statements for the
year ended 31 Ashadh, 2074 and the opening Balance Sheet as at 1 Shrawan, 2073 have been restated in accordance with
NFRS for comparative information. Reconciliations and explanations of the effect of the transition from Previous GAAP
to NFRS on the Company's statement of Financial Position, Statement of Profit or Loss and Statement of Cash Flows is
discussed in Note 5.

ii. Basis of preparation

The financial statements have been prepared on accrual and going concern basis. The accounting policies are applied
consistently to all the periods presented in the financial statements, including the preparation of the opening NFRS Balance
Sheet as at 1 Shrawan, 2073 being the 'Date of transition to NFRS'. All assets and liabilities have been classified as current
or non-current as per the Company’s normal operating cycle. Based on the nature of products and the time between
acquisition of assets for processing and their realization in cash and cash equivalents, the Company has ascertained its
operating cycle as 12 months for the purpose of current or non-current classification of assets and liabilities.

Except disclosed otherwise, all assets other than Intangible Assets, Property Plant and Equipment, Deferred Tax Assets/
Liabilities, Investments at fair value through OCI, Employee Benefit Obligations are non current assets/liabilities.

The financial statements is presented in functional and presentation currency of the Company i.e. Nepalese Rupee (“NPR”)
which is the currency of the primary economic environment in which the Company operates.

iii. Basis of measurement
These financial statements are prepared on accrual basis under historical cost convention except for the following:

Iltem Basis of Measurement
Financial assets at fair value through | Fair value
other comprehensive income

Life Insurance Contract Liabilities Valued actuarially
Defined Benefit Obligations Valued actuarially
Deferred Tax Assets and Liabilities at the tax rates that are expected to apply to the period when the asset is

realised or the liability is settled,

iv. Materiality and Aggregation

Each item which is similar in nature is presented separately if material. ltems of dissimilar nature or function are presented
separately unless they are immaterial as permitted by NAS 1.

v. Going Concern

The Directors have made an assessment of the Company’s ability to continue as a going concern and is satisfied about
the ability to continue in business for the foreseeable future. Furthermore, management is not aware of any material
uncertainties that may cast significant doubt upon the company’s ability to continue as a going concern.

Therefore, the financial statements are prepared on a going concern basis.
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vi. Fair value measurement

Various accounting policies and disclosures require the measurement of fair values, for both financial and non-financial
assets and liabilities. The company recognises transfers between levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred.

vii. Carve Outs

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. Details of carve out provided are as follows:

o NAS 17Lease : 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:

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

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.

o 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. 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.

viii. Issue of new standards but not 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.

Following new IFRS has been pronounced but has not been applied by the company:

. 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.

o 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 standard has not yet been adopted by the Accounting
Standard Board of Nepal.

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

ix. Limitation of NFRS Implementation

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

2.2 Accounting estimates and judgements

In preparing these financial statements, management has made judgements and estimates that affect the application of
the accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ
from these estimates.
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Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised
prospectively. Management believes that the estimates used in the preparation of the financial statements are prudent
and reasonable. The significant estimates and judgements used are:

Reference Note: Description

2.5 Rate of depreciation of Property, Plant & Equipment for allocation of depreciable amount based on
useful life and review of impairment

2.4 useful life of intangible for allocation of depreciable amount review of impairment

2.13 actuarial assumptions for measurement of defined benefit obligations and insurance contract
liabilities.

2.6 Measurement of current income tax liability

2.15 Provisions and contingencies

2.3Changes in accounting estimates and errors:

The company has adopted the policy to recognize the effect of a change in an accounting estimate prospectively. A prior
period error is corrected by retrospective restatement unless it is impracticable to determine the period—specific effects
of an error.

2.4Intangible Assets
Recognition and Measurement

The company has adopted policy to measure Intangible asset at its cost less any accumulated amortisation and any
accumulated impairment losses.

Subsequent Expenditure

The company capitalizes subsequent expenditure only when it increases the future economic benefits embodied in the
specific asset to which it relates.

Amortisation

Amortisation is calculated to write off the cost of intangible assets less their estimated residual values using the straight-
line method over their estimated useful lives, and is generally recognised in profit or loss. The estimated useful lives for
current and comparative periods are as follows:

e Software: 5 years
Impairment

The company has adopted policy to provide for impairment loss on intangible assets. For this purpose the company
tests the intangible asset for impairment by comparing its recoverable amount and recognises any excess of the carrying
amount over the recoverable amount as an impairment loss.

De-recognition

The company derecognizes Intangible asset when the assets is disposed or when no future economic benefits are expected
from its use or disposal.

2.5 Property, plant and equipment

On transition to NFRS, the Company has elected to continue with the carrying value of all of its property, plant and
equipment recognised as at Ashad 31, 2073 measured as per the previous GAAP and use that carrying value as the
deemed cost of the property, plant and equipment as on Shrawan 1, 2073.

Recognition and Measurement

The company recognizes Property, plant and equipment are if it is probable that future economic benefits associated with
the asset will flow to the company and the cost of the asset can be measured reliably in accordance with NAS 16.

Items of property, plant and equipment are measured at cost, less accumulated depreciation and any accumulated
impairment losses. If significant parts of an item of property, plant and equipment have different useful lives, then they
are accounted for as separate items (major components) of property, plant and equipment. Any gain or loss on disposal
of an item of property, plant and equipment is recognised in profit or loss.

Subsequent Expenditure

The company capitalizes subsequent expenditure only if it is probable that the future economic benefits associated with
the expenditure will flow to the company. All other repairs and maintenance are charged to profit and loss during the
reporting period in which they are incurred.

Depreciation

Depreciation is calculated to write off the cost of items of property, plant and equipment less their estimated residual
values using the written down value method over their estimated useful life, and is generally recognised in profit or loss.
Land is not depreciated.
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The rate of depreciation based on estimated useful life of property, plant and equipment for current and comparative
periods are as follows:

S.N | Category of Assets Rate of depreciation
1 |Building 5.00%
2 | Light Machinery 15.00%
3 | Heavy Machinery 10.00%
4 | Vehicles 15.00%
5 | Furniture and Fixtures 12.50%
6 | Office Equipment 15.00%
7 |Leasehold Improvements 15.00%

Useful life are reviewed at each reporting date and change in useful life is given prospective effect.
Capitalisation Policy

Item less than Rs. 5,000 are charged to expenses.

Impairment

The company has adopted policy to provide for impairment loss on property, plant & equipment. For this purpose the
company tests the property, plant and equipment asset for impairment by comparing its recoverable amount with carrying
amount and recognises any excess of the carrying amount over the recoverable amount as an impairment loss.

De-recognition
The depreciable amount of Property and Equipment is derecognized on disposal or when no future economic benefits are
expected from its use or disposal.

2.6 Income tax

Income tax expense of the company comprises current and deferred tax. It is recognised in profit or loss except to the
extent that it relates to items recognised directly in equity or in OCI.

Current tax

Current tax comprises the expected tax payable on the taxable income or loss for the year and any adjustment to the
tax payable or receivable in respect of previous years. The amount of current tax payable is the best estimate of the tax
amount expected to be paid that reflects uncertainty related to income taxes, if any. The company uses tax rates enacted
or substantively enacted at the reporting date for measuring income tax. The company presents income tax liability net
of related advance tax and same is presented in statement of financial position as income tax recievables or income tax
payable as appropriate.

Deferred tax

The company recognizes recognizes deferred tax in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary differences to the
extent that it is probable that future taxable profits will be available against which they can be used. Future taxable profits
are determined based on the reversal of relevant taxable temporary differences. If the amount of taxable temporary
differences is insufficient to recognise a deferred tax asset in full, then future taxable profits, adjusted for reversals of
existing temporary differences, are considered. Deferred tax assets recognized or not recognized are reviewed at each
reporting date.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse,
using tax rates enacted or substantively enacted at the reporting date. Deferred tax liability is presented separately in
statement of financial position.

2.7 Leases

The company determines whether an arrangement is a lease based on the substance of the arrangement at the inception
of the lease. The arrangement is a lease if fulfilment 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 right is not explicitly specified in an
arrangement.

A lease is classified at the inception date as a finance lease or an operating lease

A lease that transfers substantially all the risks and rewards incidental to ownership to the Company is classified as a
finance lease. A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable certainty
that the Company will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the asset and the lease term.

Finance leases are capitalized at the commencement of the lease at the inception date fair value of the leased asset or,
at the present value of the minimum lease payments at the inception of the lease, whichever is lower. Lease payments
are apportioned between finance charges and reduction of the lease liability so as to achieve a constant rate of interest
on the remaining balance of the liability. Finance charges are recognised in finance costs in the statement of profit and
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loss, unless they are directly attributable to qualifying assets, in which case they are capitalized in accordance with the
Company’s general policy on the borrowing costs.

Operating lease payments are recognised as an expense in the statement of profit and loss based on payments made
as these payments to the lessor are structured to increase in line with expected general inflation to compensate for the
lessor’s expected inflationary cost increases.

2.8 Financial Assets and Liabilities

Financial assets and financial liabilities are recognised when the Company becomes a party to the contract embodying the
related financial instruments.

i. Financial assets

Classification and Measurement

Financial assets are subsequently measured at amortised cost if these financial assets are held within a business model
whose objective is to hold these assets in order to collect contractual cash flows and the contractual terms of the
financial asset give rise on specified dates to cash flows that are solely payments of principal and interest on the principal
amount outstanding. These assets are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses.

The company assesses whether its financial assets meet this condition on the basis of the objective of the business model
as determined by the key management personnel.

The company measures Financial assets other than that measured at amortized cost at fair value. The Company in respect
of equity investments (other than in subsidiaries, associates and joint ventures) which are not held for trading has made
an irrevocable election to present in other comprehensive income. Such an election is made by the Company on an
instrument by instrument basis at the time of initial recognition of such equity investments.

Financial asset not measured at amortised cost or at fair value through other comprehensive income is carried at fair
value through the statement of profit and loss. Financial assets that are held for trading are measured at fair value through
statement of profit or loss. Classification of Financial Assets is made as per the requirement of NFRS 9.

De-recognition of financial assets

The Company de-recognises a financial asset only when the contractual rights to the cash flows from the financial asset
expire, or it transfers the financial asset and the transfer qualifies for de-recognition under NFRS 9.

On de-recognition of a financial asset in its entirety, the difference between the carrying amounts measured at the date
of de-recognition and the consideration received is recognised in statement of profit or loss.

Impairment of financial assets

At each reporting period, the company reviews the carrying amounts of its financial assets by assessing its recoverability.
Based on the assessment loss is provided for impairment if any.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial instrument and of allocating
interest income or expense over the relevant period. The effective interest rate is the rate that exactly discounts future
cash receipts or payments through the expected life of the financial instrument, or where appropriate, a shorter period.
ii. Financial liabilities and equity instruments

Classification as debt or equity

Financial liabilities and equity instruments issued by the Company are classified according to the substance of the
contractual arrangements entered into and the definitions of a financial liability and an equity instrument.

Equity Instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Company after deducting all of
its liabilities. The company records equity instruments at the proceeds received, net of direct issue costs.

Financial Liabilities

Financial liabilities are initially measured at fair value, net of transaction costs, and are subsequently measured at
amortised cost, using the effective interest rate method where the time value of money is significant. Interest bearing
bank loans, overdrafts and issued debt are initially measured at fair value and are subsequently measured at amortised
cost using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the
settlement or redemption of borrowings is recognised over the term of the borrowings in the statement of profit and loss.

For trade and other payables maturing within one year from the balance sheet date, the carrying amounts approximate
fair value due to the short maturity of these instruments.

De-recognition of financial liability

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange or modification is treated as the de-recognition of the
original liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in
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the statement of profit and loss.
iii. Offsetting of Financial Asset and Financial Liability

Financial assets and liabilities are off-set and the net amount is reported in the Statement of Financial Position only when
there is a legally enforceable right to off-set the recognised amounts.

2.9 Reinsurance Receivables

Reinsurance receivables consist of short term balances due from reinsurers that are dependent on the expected claims
and benefits arising under the related reinsured insurance contracts. Amounts recoverable from reinsurers are estimated
in a manner consistent with the outstanding claims provision or settled claims associated with the reinsurer’s policies
and are in accordance with the related reinsurance contract. Reinsurance is recorded gross in the Statement of Financial
Position unless a right to offset exists.

Reinsurance assets are reviewed for impairment at each Reporting date or more frequently when an indication of
impairment arises during the reporting year. The impairment loss is recorded in the statement of profit or loss.

2.10 Loan to agent and policy holders

The company measures Policyholder loans and Agent Loan initially at Fair value of Loan amount granted and subsequently
measured at the amortised cost. Loan to Policyholder and Agent are reviewed for impairment at each reporting date.

2.11 Inventories

The company values inventory at cost. Cost of inventories includes cost of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location and condition. Inventories are accounted considering the
usage of assets. Company purchase of inventories in smaller quantities for meeting immediate requirement as expenses
in whereas bulk purchase for consumption over the period are accounted as inventory.

2.12 Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at banks and on hand and demand deposits with an original
maturity of three months or less and highly liquid investments that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value. Cheques in hand pending realization or settlement are
considered as cash equivalents.

2.13 Reserves and Other equity
The company has policy to create different reserves. Some of these reserves are created as per regulatory requirement.
2.13.1 Regulatory reserve

Regulatory reserve is created when profit as per NFRS based financial statements is higher than profit as per specific
purpose financial statements prepared in accordance with requirement of Beema Samiti.

2.13.2 Deferred Tax Reserve

Deferred tax reserve is created when deferred tax assets arises. The reserve is created for an amount equal to deferred
tax assets.

2.13.3 Catastrophic Reserve
The company has regulatory requirement to set aside 10% of Net Profit or loss as Catastrophe Reserve.
2.13.4 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.

2.13.5 Actuarial Re measurements

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 adjustments.

2.14 Insurance contract liabilities

Insurance is a contract under which one party (the insurer) accepts significant insurance risk from another party (the
policyholder) by agreeing to compensate the policyholder if a specified uncertain future event (the insured event) adversely
affects the policyholder. If the insurer can measure the deposit component separately NFRS 4 permits unbundling of
deposit component and insurance component but is not required. The company has not opted for unbundling of deposit
component and insurance component.

2.14.1 Accounting policy for liability testing including the frequency and nature of testing

Insurance liability is insurer's net contractual obligations under an insurance contract. The company uses independent
actuarial valuation for valuing insurance liabilities. The company evaluates the adequacy of its insurance contract liabilities
at least annually. If assessment shows that the carrying amount of insurance contract liabilities is inadequate, the entire
deficiency is recognised in statement of profit or loss. Liability adequacy is assessed by portfolio of contracts in accordance
with the company's manner of acquiring, servicing and measuring the profitability of its insurance contracts.
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2.14.2 Cash flows Considered

The present value of all cash-flows of benefits, including riders, supplementary benefits, vested bonuses, future bonuses
and guarantees, under individual policy contract have been projected and the present value is arrived at as on the date of
valuation. Similarly, present value of cash-flows of future premiums and future expenses have also been considered while
arriving at the liability under each policy.

2.14.3 Valuation method and assumptions
Valuation methodology used for actuarial valuation of insurance contract liabilities are as follows:

o The long term liabilities have been determined at policy level prospectively using a Gross Premium Valuation
methodology which is consistent with that required by regulator. The reserves are computed at policy level using
the actuarial software, Prophet. All individual and group products are modeled in the software which projects the
cash flow on monthly intervals till the end of the respective policy terms.

o Reserves for participating and non participating business: Reserves are computed using gross premium methodology.
The reserves are value of benefits plus value of future expense after allowing for expense inflation less value of
office premium, all computed at policy level. The various benefit considered include death benefit, survival benefit
and maturity benefit. For participating products, vested bonus at the date of valuation along with future bonus
(excluding bonus declared on valuation date) have been incorporated into the computation and projection of the
benefit cash flows i.e. death and maturity.

o Options and guarantees available for individual and group business
There are no explicit options and guarantees in the products offered by the company.
o Reserves for optional riders

The Gross Premium Valuation methodology is used to compute mathematical reserve for all the optional riders.
Provision for revival of lapsed policy

Provision is held towards the liability that may arise from policies that may revive in the future,
. EMR Provision

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

The extra premium received is held as provision towards extra mortality reserve.
o Contingency Reserve

A provision has been made towards operational risk to the tune of 1% of total assets to cover any unforeseen events
and issue.

o Cost of Bonus

A provision has been held to support the cost of bonus declared as the date of valuation.
o Effective date

Actuarial valuation is performed based on figures as at 16th July 2018.
o Projection Period

Cash flows have been projected until maturity or extended term beyond maturity for all business as per the product
specifications covering the full lifetime of the underlying policy holder liability.

2.14.4 Assumptions underlying actuarial valuation

Significant assumptions underlying actuarial valuation is as follows:

Estimation Parameter Estimate
Mortality 100% of NALM 2009 Table
Rate of Interest 6% p.a.
Commission Expenses Actual
Fixed expenses Renewal:
Foreign Employment: 400
Term : 250
Other: 600
Premium Related Expenses Renewal:
Foreign Employment: NA
Term : NA
Other: 2%
Expenses Inflation 4.5% p.a.
Valuation Rate of Interest 6%
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2.15 Provisions and contingencies

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event,
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. When the Company expects some or all of a provision to
be reimbursed, for example, under an insurance contract, the reimbursement is recognised as a separate asset, but only
when the reimbursement is virtually certain. The expense relating to a provision is presented in the statement of profit
and loss net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted.

A contingent liability is a possible obligation that arises from past events whose existence will be confirmed by the
occurrence or non-occurrence of one or more uncertain future events beyond the control of the Company or a present
obligation that is not recognized because it is not probable that an outflow of resources will be required to settle the
obligation. The Company adopts policy not to recognize a contingent liability but to disclose its existence in the financial
statements.

At the end of the reporting period the company does not have contingent liability that needs disclosure as per the adopted
policy.
2.16 Employment Benefit Obligation

The Company has schemes of employment benefits namely provident fund, employee gratuity, benefit and accumulated
leave payable as per employee service manual. The company uses actuarial valuation for valuation of its obligation
towards employment benefits.

Defined contribution plan — Provident Fund

Under defined contribution plans, provident fund, the Company pays pre-defined amounts to separate funds and does not
have any legal or informal obligation to pay additional sums. Contributions to defined contribution schemes (Provident
fund) are charged to the profit or loss statement in the year to which they relate as the company has no further defined
obligations beyond monthly contributions. Contributions to defined contribution schemes are deposited with Employees
Provident Fund (Karmachari Sanchaya Kosh).

Defined benefit plan - Gratuity

The Company provides for defined benefits in the form of gratuity. The liability or asset recognised in the balance sheet
in respect of defined benefit gratuity plan is the present value of defined benefit obligations at the end of the reporting
period less fair value of plan assets. The defined benefit obligation is calculated annually by actuaries through actuarial
valuation using the projected unit credit method.

The Company recognizes the following changes in the defined benefit obligation to the profit or loss statement:
° Service costs comprising current service costs and past-service costs
o Interest expenses

The net interest cost is calculated by applying the discount rate to the net balance of the defined benefit obligation and
fair value of plan assets. This cost is included in employee benefit expenses in the statement of the profit & loss.

Any changes in the liabilities over the year due to changes in assumptions or experience within the scheme, are recognized
in other comprehensive income in the period in which they arise.

The company uses actuarial valuation for making provision of gratuity. NAS 19 requires the exercise of judgment in relation
to various assumptions including future pay rises, inflation and discount rates and demographics for estimating the benefit.
The Company determines the assumptions in conjunction with its actuaries, and believes these assumptions to be in line
with best practice, but the application of different assumptions could have a significant effect on the amounts reflected
in the statement of profit or loss, other comprehensive income and balance sheet. There may be also interdependency
between some of the assumptions. The classification of the Company’s net obligation into current and non- current is as
per the actuarial valuation report.

Short term and long-term employment benefits

A liability is recognised for benefits accruing to employees in respect of wages and salaries, annual leave and sick leave in
the period the related service based on actuarial valuation.

The classification of the Company’s leave obligation into current and non- current is as per the actuarial valuation report.
Termination Benefits

Termination benefits are recognized as an expense when the Company is demonstrably committed, without realistic
possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal retirement date,
or to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Termination benefits
for voluntary redundancies are recognized as an expense if the Company has made an offer of voluntary redundancy, it is
probable that the offer will be accepted, and the number of acceptances can be estimated reliably. If benefits are payable
more than 12 months after the reporting date, then they are discounted to their present value.
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2.17 Gross Premium

The company recognizes Gross recurring premium as revenue when received from the policyholder. Premium received
in advance are not recognised as revenue but as a liability until the premium become due. For single premium business,
revenue is recognised on the date on which the policy is effective. There is no certainty that the renewal premium will be
received, accordingly renewal premium has not been accrued.

2.18 Premiums ceded to reinsurer

Gross reinsurance premium is recognised as an expense on the earlier of the date when premium is payable or when the
policy becomes effective.

2.19 Investment income

2.19.1 Interest Income from Government Bonds, Fixed Deposit with financial institutions and Policy Loan and other
short term deposits

Interest income is recognised in the Income Statement as it accrues and is calculated by using the effective interest rate
method (EIR). Fees and commissions that are an integral part of the effective yield of the financial asset or liability are
recognised as an adjustment to the effective interest rate of the instrument.

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow to the
Company and the amount of income can be measured reliably. Interest income is accrued on a time basis, by reference to
the principal outstanding and at the effective interest rate applicable.

2.19.2 Dividend income

Dividend income (net of withholding taxes) from investments is recognised when the shareholder’s right to receive
payment has been established (provided that it is probable that the economic benefits will flow to the Company and the
amount of income can be measured reliably). In case of stock dividend only the number of shares is increased.

2.19.3 Realised Gains

Gains and losses on the sale of investments are calculated as the difference between net sales proceeds and the original
or amortised cost and are recorded on occurrence of the sale transaction.

Gains and losses on disposal of property, plant and equipment are calculated as the difference between net sales proceeds
and the carrying amount on the date of disposal.

2.19.4 Fair value gains and losses
Fair value gains and losses recorded in OCl include fair value gains and losses on financial assets at fair value through OCI.
2.20 Gross benefits and claims paid

Gross benefits and claims for life insurance contracts include the cost of all claims arising during the year, including internal
and external claims handling costs that are directly related to the processing and settlement of claims and policyholder
bonuses. Death claims and surrenders are recorded on the basis of notifications received.

2.21 Other operating and administrative expenses

Expenses are recognised in the Income Statement on the basis of a direct association between the cost incurred and the
earning of specific items of income. Following policies relates to specific items of expenses:

2.21.1 Agent Related Expenses

Agent related expenses are charged as expenses when same is incurred. Agent commission is accounted as expense
and charged to income statement of the period when it is payable and is not deferred. Expenditure incurred for agent
commission, training and development of agents and allied expenses for agents is presented as agent related expenses.

2.21.2 Expenditure incurred in the running and in maintaining the property, plant and equipment

All expenditure incurred in the running and in maintaining the property, plant and equipment in a state of efficiency has
been charged to the Income Statement.

2.22 Foreign currency transactions

The functional currency of the Company is determined on the basis of the primary economic environment in which it
operates. The functional currency of the Company is Nepalese Rupee (NPR). In preparing the financial statements the
Company, transactions in currencies other than the entity’s functional currency (foreign currencies) are recognised at
the rates of exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair
value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated. Exchange differences on monetary items are recognised in Statement of Profit and Loss in the period in
which they arise.

2.23 Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. The 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.
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Notes to the financial statements for the year ended 32 Ashad 2075

Figures in NRs.

Note 3.1

Intangible assets

Particulars

Cost of Intangible Assets
Balance at 1st Shrawan 2073

Additions - Externally acquired
Adjustment during the year
Balance at 31 Ashad 2074

Additions - Externally acquired
Adjustment during the year
Balance at 32 Ashad 2075

Amortization and impairment losses
Balance at 1st Shrawan 2073

Charge for the year
Impairment losses
Balance at 31 Ashad 2074

Charge for the year
Impairment losses
Balance at 32 Ashad 2075

Net book value
At 1st Shrawan 2073

At 31 Ashad 2074

At 32 Ashad 2075

Computer Software Others Total
2,260,000 2,260,000
2,260,000 2,260,000

414,333 414,333
414,333 414,333
1,845,667 1,845,667
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Figures in NPR
Note 3.2
Property, plant and equipment

Office Equipment & Furnitureand Computer and Automobiles Leasehold Total
Other Assets Fixtures EDP Improvements

Cost
Balance at 1st Shrawan 2073 11,731 - - - 11,731
Additions 122,500 525,800 648,300
Disposals - - - -
Balance at 31st Ashad 2074 134,231 - - 525,800 660,031
Additions 6,021,781 8,100,667 6,297,100 29,464,800 11,797,992 61,682,341
Disposals - - - - -
Balance at 32 Ashad 2075 6,156,012 8,100,667 6,297,100 29,990,600 11,797,992 62,342,372
Accumulated depreciation -
Balance at 1st Shrawan 2073 - - - - -
Charge for the year 13,141.00 35,053 48,194
Disposals -
Balance at 31st Ashad 2074 13,141 - - 35,053 48,194
Charge for the year 553,622 703,911 626,288 1,540,506 1,021,385 4,445,714
Disposals -
Balance at 32 Ashad 2075 566,763 703,911 626,288 1,575,559 1,021,385 4,493,908
Net book value -
At 1st Shrawan 2073 11,731 - - - - 11,731
At 31st Ashad 2074 121,090 - - 490,747 - 611,837
At 32 Ashad 2075 5,589,248 7,396,756 5,670,812 28,415,041 10,776,607 57,848,464

a) The Company has availed the deemed cost exemption in relation to the property, plant and equipment on the date of transition and hence the net block carrying

amount has been considered as the gross block carrying amount on that date. Refer table below for the gross block value and the accumulated depreciation on 1st

Shrawan, 2073 under the previous GAAP.

Office Equipment & Furniture and Computerand Automobiles Leasehold Total

Other Assets Fixtures EDP Improvements
Gross Block as at 1st Shrawan 2073 156,250 156,250
Accumulated Depreciation as at 1st Shrawan (144,519) (144,519)
Deemed cost as at 1st Shrawan 2073 11,731 - - - 11,731
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Notes to the financial statements for the year ended 32 Ashad 2075

Reliable Nepal Life Insurance Limited

Figures in NRs.

Note 3.3.
Income Taxes

A. Tax expense recognized in the Statement of Profit and Loss

Current income tax charge

Adjustment for under provision in prior periods

Deferred tax credit/(charge)

Origination and reversal of temporary differences
Adjustments/(credits) related to previous years - (net)
Income tax expense reported in statement of Profit or Loss

B. Tax expense recognized in Other comprehensive income

Deferred tax
Deferred tax on fair value components
Income tax charged to OCI

C. Income Tax Recievable/(Payable)

Advance Income Tax

(Net of provision for tax till previous year)
Less: Income Tax Liability for the current year
Total

Year ended Year ended
32 Ashad 2075 31 Ashad 2074
8,999,984 644,112
468,129 593,719
9,468,113 1,237,831
Year ended Year ended
32 Ashad 2075 31 Ashad 2074
(262,368)
(262,368) -
Year ended Year ended Year ended
32 Ashad 2075 31 Ashad 2074 31 Ashad 2073
27,419,684 901,939 -
(8,999,984) (644,112) (77,358)
18,419,700 257,828 (77,358)

D. The movement in deferred tax assets and liabilities during the year ended 31 Ashadh, 2074 and 32 Ashadh, 2075:

i. Movement during the year ended 31 As at Credit/(charge) in  Credit/(charge) in As at
Ashadh, 2074 1 Shrawan, the Statement of Other Comprehensive 31 Ashad, 2074
2073 Profit and Loss Income
Deferred tax assets/(liabilities)
Carried forward tax loss 593,719 (593,719) - -
Provision for Gratuity & Leave - - - -
Depreciation - - -
593,719 (593,719) - -
ii. Movement during the year ended 32 As at Credit/(charge)in  Credit/(charge) in As at
Ashadh, 2075 1 Shrawan, the Statement of Other Comprehensive 31 Ashad, 2075
2074 Profit and Loss Income
Deferred tax assets/(liabilities)
Carried forward tax loss
Provision for Gratuity & Leave 623,004 - 623,004
Depreciation (1,091,133) - (1,091,133)
Changes in Fair value of Investment - 262,368 262,368
- (468,129) 262,368 (205,761)
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Figures in NPR

Note 3.4
Investments at Fair Value
Particulars As at 32 Ashad 2075 As at 31st Ashad 2074 As at 1st Shrawan 2073
Amount Amount Amount
Corporate Equity shares:
Quoted 6,514,389 - -
Unquoted - - -
Total 6,514,389 - -

All of the quoted investment has been valuing Level 1 input for fair valuation
As at Ashad 32, 2075

Investment in quoted shares No. of Shares Cost Fair value
i. Sunrise Bank Ltd. 5,782 1,579,119 1,329,860

ii. Agriculture Development Bank Ltd. 1,492 557,169 468,488

iii. Nepal Investment Bank Ltd. 4,330 2,524,477 2,359,850

iv. Sanima Bank Ltd. 2,695 970,627 873,180

v. Prime Commercial Bank Ltd. 1,905 681,858 546,735

vi. Nepal Bank Ltd. 500 174,002 140,500

vii. Nabil Bank Ltd. 500 451,059 343,500

viii. Machhapuchre Bank Ltd. 2,164 625,550 452,276
7,563,861 6,514,389

There were no investment in quoted shares in previous period

Note 3.5

Investments at amortised cost

Particulars As at 32 Ashad 2075 As at 31st Ashad 2074 As at 1st Shrawan 2073
Amount Amount Amount

Government Bonds -

Fixed Deposit with Banks & Fl's 1,585,500,000 1,110,000,000 -

Total 1,585,500,000 1,110,000,000 -

Note 3.6

Other Loans and advances

Particulars As at 32 Ashad 2075 As at 31st Ashad 2074 As at 1st Shrawan 2073
Amount Amount Amount

Loan to Agent 683,434 - -

Loan to Employees 3,401,476 - -

Total 4,084,910 - -
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Note 3.7

Other Financial Assets

Particulars As at 32 Ashad 2075 As at 31st Ashad 2074 As at 1st Shrawan 2073
Amount Amount Amount

Advance to Employees - - -

Agent Advance - - -

Deposit 29,750 - -

Total 29,750 - -

Note 3.8

Other Assets

Particulars As at 32 Ashad 2075 As at 31st Ashad 2074 As at 1st Shrawan 2073
Amount Amount Amount

Prepaid Expenses 30,000 - -

Deferred employee benefits 48,866

Advance for Expenses 1,168,083 42,301 -

Printing & Stationery-Stock 322,597 - -

Accrued Income on Investment 13,374,560 2,358,082 -

Beem Prabardhan Kosh 200,000 - -

Other Recievables 600,678 75,000 -

Total 15,744,783 2,475,383 -

Note 3.9

Cash and Cash Equivalents

Particulars As at 32 Ashad 2075 As at 31st Ashad 2074 As at 1st Shrawan 2073

Amount Amount Amount

Balance with banks 158,193,736 39,363,522 -

Cash in hand 1,816,561 - 2,002

Cash Equivalents 6,813,872 - -

Total 166,824,169 39,363,522 2,002

Note 3.9a -

Cash Equivalents

Cheques on hand 6,689,619 - -

Revenue Stamp 124,253 - -

Total 6,813,872 - -
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Notes to the financial statements for the year ended 32 Ashad 2075

Figures in NPR

Note 3.11
Insurance payables

Particulars As at 32 Ashad 2075

As at 31st Ashad 2074

As at 1st Shrawan 2073

Outstanding Death Claim 479,175

Total 479,175

The carrying amounts disclosed above reasonably approximate fair value at the reporting date.
Insurance payable include partial amount that remained unpaid for accepted claims.

Note 3.12
Other Liabilities

Particulars As at 32 Ashad 2075

As at 31st Ashad 2074

As at 1st Shrawan 2073

Service fee payable 4,267,713 - -
Statutory dues 7,266,728 218,600 40,570
Employee Bonus Payable 3,777,796 - -
Advance towards shares - - 3,100,000
Total 15,312,237 218,600 3,140,570

Service fee payable is payable to Beema Samiti at the rate of 1% on gross premium received.
Statutory dues includes witholding tax payable
Employee bonus payable is based on regulatory framework financial statements.

Note 3.13
Other Financial Liabilities

Particulars As at 32 Ashad 2075

As at 31st Ashad 2074

As at 1st Shrawan 2073

Payable to Agent 13,410,887 - -
Payable to employees 2,655,436 - -
Business & Expenses Payable 4,618,320 323,325 91,000
Outstanding payables to reinsurer 66,766,013 - -
Total 87,450,655 323,325 91,000

The carrying amounts disclosed above reasonably approximate fair value at the reporting date.

Note 3.14
Insurance Contract Liabilities

Particulars As at
31st Ashad, 2075

As at
31st Ashad, 2074

As at
31st Ashad, 2073

Life Fund
Unexpired Risk Reserve
Outstanding Claim

111,538,260
205,664,905

Total 317,203,165

Refer 3.14a for details
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Reliable Nepal Life Insurance Ltd.
Notes to the financial statements for the year ended 32 Ashad 2075

Figures in NPR
Note 3.15
Employee Benefit Obligation
Employee benefit obligation of the company includes gratuity which is a defined benefit obligation.
Particulars As at 32 Ashad 2075 As at 31st Ashad 2074 As at 1st Shrawan 2073
Gratuity Benefit Obligation 771,769.00 - -
Leave encashment obligation 1,720,245.00 - -
Leave encashment payable - - -
2,492,014 - -
Current Portion
Gratuity Benefit Obligation 2,589
Leave encashment obligation 133,244
S. Total 135,833
Non Current Portion
Gratuity Benefit Obligation 769,180
Leave encashment obligation 1,587,001
S. Total 2,356,181
Additional disclousure in relation to employee benefit obligation for current period are as follows:
Change in the Present Value Gratuity Leave Total

Present Value of Benefit Obligation at the Beginning of the Period

Interest Cost - - -
Current Service Cost 771,769 1,720,245 2,492,014
Past Service Cost - - -
(Liabilities Extinguished on Settlement) - - -
(Benefit Paid Directly by the Employer) - - -
Actuarial (Gains)/Losses on Obligations - Due to Change in Demographic - - -
Assumptions

Actuarial (Gains)/Losses on Obligations - Due to Change in Financial - - -
Assumptions

Actuarial (Gains)/Losses on Obligations - Due to Experience - - -
Present Value of Benefit Obligation at the End of the Period 771,769 1,720,245 2,492,014

there is no any plan against the obligation.

Amount recognised in SOFP -
(Present Value of Benefit Obligation at the end of the Period) (771,769) (1,720,245) (2,492,014)

Fair Value of Plan Assets at the end of the Period - -
Funded Status (Surplus/ (Deficit)) (771,769) (1,720,245) (2,492,014)
Net (Liability)/Asset Recognized in the SOFP (771,769) (1,720,245) (2,492,014)

Expenses Recognized in the Statement of Profit or Loss

Current Service Cost 771,769 1,720,245 2,492,014
Net interest cost - - -
Past Service cost - - -
(Expected Contributions by the Employees) - - -
(Gains)/Losses on Curtailments And Settlements - - -
Net Effect of Changes in Foreign Exchange Rates - - -
Expenses Recognized 771,769 1,720,245 2,492,014
No amount has been recognised in other comprehensive income

No amount has been recognised as interest cost
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Notes to the financial statements for the year ended 32 Ashad 2075

Figures in NPR
Significant estimates/assumption in acturial valuation
Weighted Average Duration of the Projected Benefit Obligation 16
Average Expected Future Service 20
Expected Return on Plan Assets NA
Rate of Discounting 6%
Rate of Salary Increase 4%
Mortality Rate During Employment Nepali Assured Lives Mortality Table, 2009
Sensitivity Analysis
Projected Benefit Obligation on Current Assumptions 771,769 - -
Delta Effect of +1% Change in Rate of Discounting -97,067 - -
Delta Effect of -1% Change in Rate of Discounting 117,335 - -
Delta Effect of +1% Change in Rate of Salary Increase 118,566 - -
Delta Effect of -1% Change in Rate of Salary Increase -99,635 - -
Delta Effect of +1% Change in Rate of Employee Turnover 4,356 - -
Delta Effect of -1% Change in Rate of Employee Turnover -3,351 - -

The sensitivity analysis have been determined based on reasonably possible changes of the respective assumptions occurring at the end of the reporting
period, while holding all other assumptions constant.

The sensitivity analysis presented above may not be representative of the actual change in the projected benefit obligation as it is unlikely that the change
in assumptions would occur in isolation of one another as some of the assumptions may be correlatd. Furthermore, in presenting the above sensitivity
analysis, the present value of the projected benefit obligation has been calculated using the projected unit credit method at the end of the reporting period,
which is the same method as applied in as applied in calculating the projected benefit obligation as recognised in the SOFP.

Qualitative Disclosures

Characteristics of defined benefit plan

The Company has a defined benefit gratuity plan (unfunded). The company’s defined benefit gratuity plan is a final salary plan for employees.Gratuity is
paid from company as and when it becomes due and is paid as per company scheme for Gratuity. During the year, there were no plan amendments,
curtailments and settlements.

Risks associated with defined benefit plan
Gratuity is a defined benefit plan and company is exposed to the following Risks:
Interest rate risk: A fall in the discount rate which is linked to the G.Sec. Rate will increase the present value of the liability requiring higher provision.

Salary Risk: The present value of the defined benefit plan liability is calculated by reference to the future salaries of members. As such, an increase in the
salary of the members more than assumed level will increase the plan's liability.

Asset Liability Matching Risk: The plan faces the ALM risk as to the matching cash flow. Company has to manage pay-out based on pay as you go basis
from own funds.

Mortality risk: Since the benefits under the plan is not payable for life time and payable till retirement age only, plan does not have any longevity risk.
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Notes to the financial statements for the year ended 32 Ashad 2075

Figures in NPR

Note 3.16

Gross premiums

Particulars 2074-75 2073-74

First Year Insurance Premium 424,226,901 -
Renewal Insurance Premium - -
Single Insurance Premium 2,544,499 -
Total 426,771,400 -
Note 3.16 a

Additional information of Insurance Premium

Gross Premium

Endowment 62,572,463

Money Back 2,913,807

Child Endowment 36,157,722

Endowment & Whole life 41,459,571

Foreign Employement Term Policy 218,917,041

Other Term Policy 64,750,796

S. Total (A) 426,771,400

Premiums ceded to reinsurers

Endowment 1,612,089

Money Back 46,232

Child Endowment 85,054

Endowment & Whole life 474,255

Foreign Employement Term Policy 94,257,184

Other Term Policy -

S. Total (B) 96,474,814

Net Insurance Premium

Endowment 60,960,374

Money Back 2,867,575

Child Endowment 36,072,668

Endowment & Whole life 40,985,316

Foreign Employement Term Policy 124,659,857

Other Term Policy 64,750,796

S. Total (C) [A-B] 330,296,586 -
Note 3.17

Investment income

Particulars 2074-75 2073-74

Income from Government Bonds - -
Income from Fixed Deposit with Financial Institutions 189,460,158 -
Income from Policy Loan - -
Dividend Income 11,320 -
Income from cash and short-term deposits 1,328,033 8,371,012
Total 190,799,511 8,371,012
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Notes to the financial statements for the year ended 32 Ashad 2075

Figures in NPR

Note 3.18
Other income

Particulars 2074-75 2073-74
Profit on Sales of Fixed Assets -
Income from Loan to employees and agents 114,971
Other finance income -
Other Misc. Income -
Total 114,971
Note 3.19
Gross benefits and claims paid

Particulars 2074-75 2073-74
Death claim paid 12,495,050
Maturity claim paid -
Partial maturity claim paid -
Surrender claims paid -
Other claims paid -
Total 12,495,050
Policy wise details of Gross Claim Paid
Foreign Employement Term Policy 11,100,000
Other Term Policy 1,395,050
Total 12,495,050
Note 3.19 a
Claims ceded to reinsurers
Death claim (Foreign employement term policy) 5,550,000
Total 5,550,000
Net benefits and claims paid 6,945,050
Note 3.20
Agent Related Expenses
Agent Commission 38,731,982
Agent Training & Development 1,355,901
Agent Incentive 11,798,129
Other Expenses 37,300
Total 51,923,312
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Reliable Nepal Life Insurance Ltd.
Notes to the financial statements for the year ended 32 Ashad 2075

Note 3.21

Other operating and administrative expenses

Particulars
Medical Examination fee
Employee benefit expense
Rent
Office running cost
Printing and stationery
Communication expenses
Depreciation & amortisation
Travelling and Conveyance
Advertisement and business promotion
Legal and professional expenses
Audit fee & expenses
Actuarial Valuation Fee & Expenses
Meeting Fees & Expense
Anniversary & Conference Expenses
Fuel & Allied Expenses
Repairs and Maintenance
Insurance Expenses
Bank Charges
Service Fees
Other Fees
CSR Expenses
Books & Periodicals
Postage & Stamp
Miscellaneous expenses

Total

Note 3.21a
Employee benefits expense
Particulars
Wages and salaries including incentives
Contribution to Provident Fund
Defined benefit plan expenses
Employee Bonus Expenses
Ammortisation of prepaid employee benefit
Total

Note 3.22

Weighted average number of ordinary shares

Issued ordinary shares at 1 Shrawan 2074
Issued ordinary shares at Jestha 2074
Total weighted no of ordinary shares
Profit attributable to equity holders

Basic EPS

There are no dilutive shares hence diluted EPS equals Basic EPS

2074-75 2073-74
428,394 -
58,232,194 852,275
9,600,403 120,000
953,877 13,200
4,139,769 63,325
2,040,418 16,720
4,860,047 48,194
2,816,472 105,818
3,008,638 265,070
95,800 1,306,500
476,713 113,000
2,265,239 -
1,467,799 -
2,248,581
933,411 -
3,084,013 38,850
230,341 -
41,078 3,290
3,302,965 -
482,300
27,120 -
54,983 -
1,074,700
828,190 7,518
102,211,146 3,436,060
2074-75 2073-74
50,661,846 852,275
1,283,101 -
2,492,014 -
3,777,796 -
17,437
58,232,194 852,275
2074-75 2073-74
Total No of Shares Weighted Weighted
14000000 14,000,000.00 -
14000000 1,166,667
A 14,000,000.00 1,166,667
B 33,460,282.95 3,697,121.29
B/A 2.39 3.17
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4. Additional Disclosures
4.1Risk management

The Company’s business activities expose it to a variety of risks, namely primarily insurance risk. In addition the company is
exposed to market risk and operational risk. Market risk comprise of interest rate risk and other price risk. The Company's
Board and senior management has overall responsibility for the establishment and oversight of the Company's risk
management.

The Board of Directors frames policies to address the risk in various areas and senior management implements the policy
framework. Measures to mitigate risk faced by organization are summarized below:-

a. Insurance risk

The company faces insurance risk when it underwrites insurance risk. The risk arises particularly from policy holder behavior
and return to policy holders. The company has implemented policy framework for underwriting of insurance contracts.
Policy holder behavior risk is key to uncertain surrender of policies impacting returns of the company. For contracts
where death is the insured risk, the most significant factors that could increase the overall frequency of claims. This in
turn is affected by environmental factors concerning health and safety. The company at present do not have significant
concentrations risk. In case of foreign employment term policy, risk arises from working conditions and environment of
the insured.

Liability arising from insurance contracts is management by adequate provisions for the related liability using proper
methods of valuations.

Following table summarises the concentration risk associated with the insurance contracts by type of contracts on 32

Ashad 2075:
Participating Contracts Gross Premium Reinsurance Ceded Net Premium
Endowment 62,572,463 1,612,089 60,960,374
Money Back 2,913,807 46,232 2,867,575
Child Endowment 36,157,722 85,054 36,072,668
Endowment & Whole life 41,459,571 474,255 40,985,316
S. Total of Participating Contracts (A) 143,103,563 2,217,630 140,885,933

Non Participating Contracts

Foreign Employment Term Policy 218,917,041 94,257,184 124,659,857
Other Term Policy 64,750,796 64,750,796
S. Total Non Participating Contracts (B) 283,667,837 94,257,184 189,410,653
G. Total (A+B) 426,771,400 96,474,814 330,296,586

b. Market Risk

Interest rate risk and other price risk directly impacts returns on investment portfolio of the company. Interest rate risk
arise from open positions in interest rate and other price risk arises from movement in price of financial instruments
as market conditions. Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates. The company is exposed to such risk when transactions or
investment are made in FCY. Management regularly reviews the related risk.

The company manages these risk by framework established for investments. Ceiling based investment for particular
portfolio are in place. These policies require evaluation of investment and monitoring of returns with adequate frequency.

c. Liquidity risk
Liquidity risk is the risk that the Company will face in meeting its obligations associated with its financial liabilities. The
Company’s approach to managing liquidity is to ensure that it will have sufficient funds to meet its liabilities when due

without incurring unacceptable losses. In doing this, management includes adequate liquid investment with certainty in
its investment portfolio.

The company has solvency margin of 102.98% at end of the reporting period.
The following table shows the liquidity position of the company:
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ASSETS

Investments at amortised cost

Investments at Fair Value

Other loans and advances

Other financial assets

Other assets

Cash and cash equivalents
TOTAL

LIABIITIES

Insurance payables

Other Liabilities

Insurance contract liabilities

Financial Liabilities
Employee Benefit Obligation
TOTAL

d. Credit Risk

Total
1,585,500,000
6,514,389
4,084,910
29,750
15,744,783
166,824,169
1,778,698,001

479,175
15,312,237
317,203,165
87,450,655
2,492,014
422,937,245
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Less Than 1year 1to 3years
831,000,000
1,262,869 2,822,041
13,184,171 2,560,612
166,824,169
1,012,271,209 5,382,653
479,175
15,312,237
317,203,165
87,450,655
135,833
103,377,899 317,203,165

INSURANCE LTD.

..............

More Than 3 years Total

Reliable Nepal Life Insurance Limited

754,500,000 1,585,500,000
6,514,389 6,514,389

- 4,084,910

29,750 29,750
15,744,783

166,824,169

761,044,139 1,778,698,001
479,175

15,312,237

317,203,165

87,450,655

2,356,181 2,492,014
2,356,181 422,937,245

Credit risk is the risk in which the party to the transaction may be unable to settle financial obligation due to the company.
The companys following transaction are exposed to credit risk:

1. Loans to policy holders

2. Other receivable

3. Redemption of maturity proceeds and returns of investment

The company reviews impairment of the related assets. The company also monitors concentration on single party. Ageing

of the receivables of the company is as follows:

Particulars

Loan to Agent
Loan to Employees
Fixed Deposit with Banks & Fl's
Deposit
Accrued Income on Investment
Other Receivables

e. Operational Risk

Neither past
due nor
impaired

Less than
90 days

683,434
3,401,476
1,585,500,000
29,750
13,374,560
600,678

Past due

Past due

91 to 180 days

Past due and
Impaired

More than 180
days

Total

683,434
3,401,476
1,585,500,000
29,750
13,374,560
600,678

Operational risk arises from conduct of employees and agents. Agents are trained to orient about the company policy
and process of underwriting and related process. The company has implemented policies for management of its
Human resource. Other operational risk emerge from operational procedures and process. Internal control system are
implemented for the operational procedures and process. Technological risk is managed by appropriate measures.

4.2Capital Management

For the purpose of the Company’s capital management, capital includes issued capital and all other equity reserves
attributable to the equity holders of the company. The Company manages its capital so as to safeguard its ability to
continue as a going concern and to optimize returns to the shareholders. The company manages its capital as per
regulatory requirement as minimum capital. The company as a part of capital plan:

i) Distributes earnings considering the capital requirement

i) Raises of equity by public offering and right issue

The company aims to meet the capital requirement by initial public offering of its issued shares.

4.3Financial Instruments

4.3.1 Fair Value of Financial Instruments
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As at 32 Ashad 2075 As at 31st Ashad 2074 As at 1st Shrawan 2073
Carrying Value Fair Value Carrying Value Fair Value Carrying Value Fair Value
Financial Assets
Financial Investment- FVTOCI
Quoted Equity 7,563,861 6,514,389
Unquoted Equity
Mutual Fund (Quoted)
Subtotal 7,563,861 6,514,389 - - - -
Amortised Cost
Cash & Cash Equivalents 8,630,433 8,630,433 - - T 2,002 2,002

Balance with Bank 158,193,736 158,193,736 i 39,363,522 39,363,522 -
Corporate debentures - - - - - -
Fixed Deposits 1,585,500,000 1,585,500,000 1,110,000,000 1,110,000,000 -
Government Securities - - - - - -

Other Financial Assets 4,114,660 4,114,660 - -

Subtotal 1,756,438,828 1,756,438,828 1,149,363,522 1,149,363,522 2,002 2,002
Total Financial Assets 1,764,002,689 1,762,953,217 1,149,363,522 1,149,363,522 2,002 2,002

Financial Liabilities

Amortised Cost

Insurance Contract Liabilities 317,203,165 317,203,165 -

Other Financial Liabilities 87,929,830 87,929,830 f 323,325 323,325 f 91,000 91,000

Total 405,132,994 405,132,994 323,325 323,325 91,000 91,000

4.3.2 Fair Value Hierarchy

When measuring the fair value of an asset or a liability, the company uses observable market data as far as possible. Fair
values are categorised into different levels in a fair value hierarchy based on the inputs used in the valuation techniques
as follows.

e Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

e Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly
or indirectly.

e Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability fall into different levels of the fair value hierarchy, then

the fair value measurement is categorized in its entirety in the same level of the fair value hierarchy as the lowest level
input that is significant to the entire measurement.

Fair value Hierarchy As at 32 Ashad 2075 As at 31st Ashad 2074  As at 1st Shrawan 2073

Financial instruments Held at (Level)

Fair value through OCI
Quoted Equity 1 6,514,389 - -
Unquoted Equity 3 - - -
Mutual Fund (Quoted) 1 - - -
Sub Total 6,514,389 - -
Financial assets held at amortised cost
Corporate debentures 3 - - -
Fixed Deposits 3 1,585,500,000 1,110,000,000 -
Government Securities 3 - - -
Other Financial Assets 3 4,114,660 - -
Sub Total 1,589,614,660 1,110,000,000 -
Financial Liabilities
Insurance Contract Liabilities 3 317,203,165 - -
Other Financial Liabilities 3 87,929,830 323,325 91,000
Sub Total 405,132,994 323,325 91,000

4.4 Events after Balance Sheet Date

There are no adjusting events after the balance sheet date which requires adjustment in the financial statements. Also
there are no non adjusting events that require disclosure.
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4.5 Related party transaction

The following persons are identified as Related Parties.

Key Management Personnel

Key Management Personnel are those persons having authority and responsibility for planning, directing and controlling
the activities of the entity, directly or indirectly, including any director(whether executive or otherwise) of that entity. CEO

and Directors are identified as Key Management Personnel(KMP) and following are their details.
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Reliable Nepal Life Insurance Limited

Relationship Nature of Transaction Amount of Outstanding Balance No of shares owned
Transaction
Chairman Meeting Fees 138,000.00 11,475.00 -
Other Directors | Meeting Fees 592,250.00 53,125.00 1,470,000.00

CEO

Remuneration

5,950,352.00

Apart from remuneration above, CEO is entitled for vehicle facility, employee bonus and other facilities as per policy of the

company.
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Note no: 5

FIRST TIME ADOPTION OF NFRS

The financial statements have been prepared in accordance with applicable Nepal Financial Reporting Standards (NFRS) as issued by the Institute of Chartered Accountants of Nepal (ICAN) with
effect from 1 Shrawan, 2074, with a transition date of 1 Shrawan, 2073. These financial statements for the year ended 32 Ashadh, 2075 are the first the Company has prepared under NFRS. For all
periods up to and including the year ended 31 Ashadh, 2074 , the Company prepared its financial statements in accordance with earlier issued Nepal Accounting Standards (hereinafter referred to
as 'Previous GAAP').

The adoption of NFRS has been carried out in accordance with NFRS 1, First-time Adoption of NFRS. NFRS 1 requires that all NFRS and interpretations that are issued and effective for the first NFRS
financial statements be applied retrospectively and consistently for all financial years presented. Accordingly, the Company has prepared financial statements which comply with NFRS for year
ended 32 Ashadh, 2075, together with the comparative information as at and for the year ended 31 Ashadh, 2074 and the opening NFRS Balance Sheet as at 1 Shrawan, 2073, the date of
transition to NFRS.

In preparing these NFRS financial statements, the Company has availed certain exemptions and exceptions in accordance with NFRS 1, as explained below. The resulting difference between the
carrying values of the assets and liabilities in the financial statements as at the transition date under NFRS and Previous GAAP have been recognised directly in equity (retained earnings or another
appropriate category of equity). This note explains the adjustments made by the Company in restating its Previous GAAP financial statements, including the Statement of Financial Position as at 1
Shrawan, 2073 and the financial statements as at and for the year ended 31 Ashadh, 2074.

Transition to NFRS - Reconciliations

The following reconciliations provide the explanations and quantification of the differences arising from the transition from Previous GAAP to NFRS in accordance with NFRS 1:

I. Reconciliation of Statement of Financial Position as at 1 Shrawan, 2073

Explanatory note Previously reported Reconciliation NFRS Balance
balance
ASSETS
Intangible assets - -
Property, plant and equipment 11,731 - 11,731
Deferred tax assets A 593,719 593,719
Financial assets - -
Investments at amortised cost - -
Investments at Fair Value - -
Other loans and advances - -
Other financial assets - -
Income tax receivables - -
Other assets B 2,305,342 (2,305,342) -
Cash and cash equivalents 2,002 - 2,002
Total assets 2,319,075 (1,711,623) 607,452
EQUITY AND LIABILITIES
Equity
Equity share capital - - -
Other Equity Cc 2,110,147 (4,811,623) (2,701,476)
Total Equity 2,110,147 (4,811,623) (2,701,476)
Liabilities -
Other liabilities c 40,570 3,100,000 3,140,570
Income tax payable 77,358 - 77,358
Insurance payables - -
Insurance contract liabilities - -
Other financial liabilities 91,000 - 91,000
Total Equity and Liabilities 2,319,075 (1,711,623) 607,452
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1. Reconciliation of Statement of Financial Position as at Ashad 31 2074

Explanatory note

Previously reported
balance

Reconciliation

NFRS Balance

ASSETS
Intangible assets
Property, plant and equipment
Deferred tax assets
Financial assets
Investments at amortised cost
Investments at Fair Value
Other loans and advances
Other financial assets
Income tax receivables
Other assets
Cash and cash equivalents

Total Assets

EQUITY AND LIABILITIES

Equity
Equity share capital
Other Equity

Total Equity

Liabilities
Other liabilities
Income tax payable
Insurance payables
Insurance contract liabilities
Other financial liabilities

Total Equity and Liabilities

611,837
1,110,000,000

611,837
1,110,000,000

Reliable Nepal Life Insurance Ltd.

Notes to the financial statements for the year ended 32 Ashad 2075

257,828 - 257,828
6,576,350 (4,100,967) 2,475,383
39,363,522 - 39,363,522
1,156,809,538 (4,100,967) 1,152,708,571
1,151,171,000 - 1,151,171,000
5,096,613 (4,100,967) 995,646
1,156,267,613 (4,100,967) 1,152,166,646
218,600 - 218,600
323,325 - 323,325
1,156,809,538 (4,100,967) 1,152,708,571
Figures in NPR

11.. Reconciliation of Statement of Financial Position as at 32 Ashadh, 2075

Explanatory note Previously reported Reconciliation NFRS Balance
balance
ASSETS
Intangible assets Reclassification - 1,845,667 1,845,667
Property, plant and equipment Reclassification 59,694,131 (1,845,667) 57,848,464
Deferred tax assets - - -
Financial assets - - -
Investments at amortised cost Reclassification 1,724,001,079 (138,501,079) 1,585,500,000
Investments at Fair Value 7,563,861 (1,049,472) 6,514,389
Other loans and advances 4,133,776 (48,866) 4,084,910
Other financial assets 29,750 - 29,750
Income tax receivables E 28,063,795 (9,644,095) 18,419,700
Other assets A 15,272,361 472,422 15,744,783
Cash and cash equivalents Reclassification 28,323,089 138,501,079 166,824,169
Total Assets 1,867,081,842 (10,270,012) 1,856,811,831
EQUITY AND LIABILITIES
Equity
Equity share capital 1,400,000,000 - 1,400,000,000
Retained Earnings 30,301,941 (4,100,968) 26,200,974
Catastrophe Reserve 3,366,882 - 3,366,882
Other Reserve 4,100,968 4,100,968
Total Equity 1,433,668,823 (0) 1,433,668,824
Liabilities
Other Liabilities 103,867,983 (88,555,747) 15,312,237
Income Tax Payable 9,644,095 (9,644,095) -
Insurance payables Reclassification 479,175 479,175
Insurance contract liabilities 317,203,165 0 317,203,165
Other Financial Liabilities Reclassification 87,450,655 87,450,655
Deferred tax liabilities 205,761 - 205,761
Employee Benefit Obligation 2,492,014 - 2,492,014
Total Equity and Liabilities 1,867,081,842 (10,270,012) 1,856,811,831

g At gfqaed | 5o



N
Reliable Life RCToSST SUIcT SISt SR fI3ies

nsweavcer. Reliable Nepal Life Insurance Limited

Relatle Forever

Reliable Nepal Life Insurance Ltd.
Notes to the financial statements for the year ended 32 Ashad 2075

Figures in NPR
IV. Reconciliation of Statement of Profit or Loss and other Comprehensive income for the year ended 31 Ashadh, 2074
Explanatory note Total previously reported Reconciliation NFRS Balance
balance
Gross premiums - - -
Premiums ceded to reinsurers - - -
Net insurance premium revenue - - -
Fees and commission income - - -
Investment income 8,371,012 - 8,371,012
Other income - - -
Total revenue 8,371,012 - 8,371,012
Gross benefits and claims paid - - -
Claims ceded to reinsurers - - -
Net benefits and claims - - -
Changes in insurance contract liabilities - - -
Other operating and administrative expenses B 1,640,435 1,795,625 3,436,060
Total benefits, claims and other expenses 1,640,435 1,795,625 3,436,060
Profit Before Tax 6,730,577 (1,795,625) 4,934,952
Income Tax Expense
Current tax 644,112 - 644,112
Deferred tax (credit)/charge A - 593,719 593,719
Profit for the year 6,086,466 (2,389,344) 3,697,121
Reliable Nepal Life Insurance Ltd.
Notes to the financial statements for the year ended 32 Ashad 2075
Figures in NPR
V. Reconciliation of Statement of Profit or Loss and other Comprehensive income for the year ended 32 Ashadh, 2075
Explanatory note Total previously reported Reconciliation NFRS Balance
balance
Gross premiums 426,771,400 - 426,771,400
Premiums ceded to reinsurers (96,474,814) - (96,474,814)
Net insurance premium revenue 330,296,586 - 330,296,586
Fees and commission income - - -
Investment income 190,799,511 - 190,799,511
Other income F 97,534 17,437 114,971
Total revenue 521,193,631 17,437 521,211,069
Gross benefits and claims paid 6,945,050 5,550,000 12,495,050
Claims ceded to reinsurers - (5,550,000) (5,550,000)
Net benefits and claims 6,945,050 - 6,945,050
Changes in insurance contract liabilities 317,203,165 0 317,203,165
Agent Related Expenses 51,923,312 0 51,923,312
Other operating and administrative expenses B&D 107,344,149 (5,133,002) 102,211,146
Total benefits, claims and other expenses 483,415,675 (5,133,002) 478,282,673
Profit Before Tax 37,777,956 5,150,440 42,928,396
Income Tax Expense
Current tax 8,999,984 - 8,999,984
Deferred tax (credit)/charge D 205,761 262,368 468,129
Profit for the year 28,572,211 4,888,072 33,460,283
0 -
VI. Reconciliation of Statement of Changes in equity for the year ended 1 Shrawan 2073 Total previously reported
balance Reconciliation NFRS Balance
Line items of components of equity as per GAAP
Equity Share Capital -
Advance Against Share Capital C. 3,100,000 (3,100,000) -
Retained Earning (989,853) (1,711,623) (2,701,476)
Preoperating expenses recognised as assets charged to expenses A (2,305,342)
Deferred tax on carry forward loss 593,719
Total Equity 2,110,147 (4,811,623) (2,701,476)
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VII. Reconciliation of Statement of Changes in equity for the year ended 31 Ashad 2074

Line items of components of equity as per GAAP
Equity Share Capital
Advance Against Share Capital

Total previously reported

balance

1,151,171,000

Reconciliation

NFRS Balance

1,151,171,000

Retained Earning 5,096,613 (4,100,967) 995,646
Adjustment carried forward from earlier year Vi (1,711,623)
Preoperating expenses recognised as assets charged to expenses A (1,795,625)
Reversal of deferred tax assets on set off of brought forward tax loss A. (593,719)
Total Equity 1,156,267,613 (4,100,967) 1,152,166,646

VIIl. Reconciliation of Statement of Changes in equity for the year ended 32 Ashad 2075

Line items of components of equity as per GAAP

Total previously reported

balance

Reconciliation

NFRS Balance

Equity share capital 1,400,000,000 1,400,000,000
Catastrophe reserve 3,366,882 3,366,882
Other reserve 4,100,968 4,100,968
Retained Earning 30,301,941 (4,100,968) 26,200,973
Adjustment carried forward from earlier year (4,100,968)

Total Equity 1,433,668,824 (0) 1,433,668,823

IX. Reconciliation of Statement of Cash Flows for the year ended Ashad 31 2074

Total previously reported

Reconciliation

NFRS Balance

balance
Net cash generated from operating activities 1,938,820 (11,471,012) (9,532,192)
Interest income on investment reclassified cash flow investing activities (8,371,012)
Other Liabilities reclassified to operating activities from financing activities (3,100,000)
Net cash generated from investing activities (1,110,648,300) 8,371,012 (1,102,277,288)
Interest income on investment reclassified from operating activities 8,371,012
Expenses reported as pre operating expenses (assets) reclassified to operating activities -
(0)
Net cash from financing activities 1,148,071,000 3,100,000 1,151,171,000
Other Liabilities reclassified to operating activities from financing activities 3,100,000

Cash flow for the period

Changes in cash flow resulted from impact of reclassification adjustment in NFRS

based financial statements.

39,361,520

39,361,520
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X. Reconciliation of Statement of Cash Flows for the year ended Ashad 32 2075

Total previously reported
balance

Net cash generated from operating activities

238,874,579

Reconciliation

NFRS Balance

234,838,337

Interest income on investment reclassified cash flow investing activities
Expenses reported as pre operating expenses (assets) reclassified to investing activities
Other Liabilities reclassified to operating activities from financing activities

Net cash generated from investing activities

(498,744,012)

138,501,079

(356,206,691)

Interest income on investment reclassified from operating activities
Balance in call account recalssified

Net cash from financing activities

248,829,000

138,501,079

248,829,000

Other Liabilities reclassified to operating activities from financing activities
Cash flow for the period
Changes in cash flow resulted from impact of reclassification adjustment in NFRS

based financial statements.

Explanations of differences

(11,040,433)

138,501,079

127,460,646

A. The company has carry forward tax loss. However, deferred tax assets was not created on such loss in GAAP financials. Same has been included in NFRS financials
The deferred tax assets reversed during FY 2073/74 hence no adjustment is required for the year. Adjustment made during first time adotpion in deferred tax and its

impact on reserves is as follows:

32 Ashad 2075

As at 31st Ashad 2074

As at 1st Shrawan 2073

Carry forward loss as per tax records - - 2,374,877
Deferred tax assets/ (Liabilities) @ 25% 593,719
Deferred tax income 593,719
Deferred tax expenses (593,719)
Total Adjustment in reserves 593,719
Adjustment in NFRS financial statements (593,719)

B. As per GAAP financial certain expenses of administrative nature were deferred for charging as expenses rather were recognised as assets i.e. Pre-operating expenses
Same has been expended in NFRS financials in the year when expenses was incurred. Details of such adjsustment required is as follows:
Expenses head as per GAAP (Preoperating Expenses) 32 Ashad 2075 As at 31st Ashad 2074 As at 1st Shrawan 2073
Feasibility Study & Business Plan Preparation Fee (715,000) 700,000 15,000
Registration & Renewal (150,000) - 150,000
Printing & Stationery Expenses (282,867) 63,325 219,542
Application Fee (50,000) - 50,000
Salary & Allowances (1,870,800) - 1,870,800
Capital Increment Fee (440,000) 440,000 -
CIB Charges (42,300) 42,300 -
Consultancy & Advisory Fee (300,000) 300,000 -
MOA & AOA and Bylaws Updation/Preparation Fee (250,000) 250,000 -
Deffered tax
Loss on investment charged to OCI (1,049,473)
Total (5,150,440) 1,795,625 2,305,342
Total Adjustment in reserves (2,305,342)
Adjustment in NFRS Income statement 5,150,440 (1,795,625)

C. During 2072/73, the company had received amount of Rs 31 Lakh towards share from promoters. It was not certain if the company would be licensed by regulator or not.

The allotment of the amount was contingent on being licensed from regulator but was show as part of equity in GAAP finanicals. The amount so received is

shown as other liability in NFRS financials.

D. Changes in fair value of Investment at FVTOCI are charged to statement of other comprehensive income net of tax same was charged to income statement in GAAP.
E. Advance income tax has been presented net of related income tax charge in NFRS based financial statements.
F. Under previous GAAP, staff loans were shown at historical value. Under NFRS, such staff loans are initially recognised at fair value. For the purpose of

computing fair value of staff loan, market interest rate is considered. Such loans are subsequently measured at Amortised Cost.
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