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Board of Directors

From Left:

+ Bikram Krishna Shrestha (Promoter Director)
+ Mahendra Krishna Shrestha (Chairman)

+ Ajaya Ratna Sthapit (Public Director)

+ Nura Kumari Sharma (Public Director)

« Vijit Krishna Shrestha (Promoter Director)

+ Dashrath Lal Shrestha (Independent Director)
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Digital Sales Finance Human Resource
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Message from Chairman

With the glorious history of 26 years, we introduce ourselves as one of tlestgdneral insurance
companies irfNepal.In spite of theincrease in the number of nelife insurance companies, we are
happy that we have been able to increase our prbfit67% from that of last year as per NFR8ry

of new General Insurance Companiesw innovation and ideakom BeemaSamiti has definitely
broadenedthe industry and itseach.With the increase in the number of insurance companiles,
size and transaction volume in the insurance business continug®t and theaccess of insurance
has reached to 18 percent of the population, asyofl-March of FY2018/19. This figure we firmly
believe will continue to grow.

With agross written premium of Rs.1.46 billion (1adcrore) for the year 2018/19, we recorded
a 6% market share in the Nd.ife Insurance sector.

We have always believatat prompt and fair claim settlemensa key aspect ahe service we
provide andwith the support from our longerm partners (Reinsurance companies), we have settled
claims worthNrs.941 million (94 crore)in the financial yea?018/19.

Aswe look into the futurewe must also takéhe time to think, to look backndto revisit our values

and also give importand® our people who are at the heart of the company and make us what we
are.We alsarealizethat Nepal is evolving and the insurance industry is also evolving which means
that performance, efficiency, team work, innovation will be at the heart of everything we do and the
same will be expected from our people.

Our customers are alsevolvirg with easy access to information, aided by the growing mobile data
network. We continue to think of how we can serve our custonb&st and provide products and
servicedl KI i I RR @I t dz&s wie Bok ids thé JatBeQwie séexhgt edhdolayyd data

will be at the heart of what we do and we vk market leaderaind striveto bring innovation into
this otherwise traditional industry.

I would like totake this opportunity to thank all the stakeholders for yauwpport towards the
company.and look forward toyour continued patronagén the coming years.

Thank You,

Mahendra Krishna Shrestha
Chairman
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CEQO Prospective

On the occasion of 26Annual General Meeting, | wish to express my gratitude to all members of
our Board, Shareholders, Insured, my colleagues, Beema Samiti and all the concerned authoritie
with whose guidance, suggestion and inspiration, the company has continuously pesiiiself as

one of the most trustworthy companies in the Nepalese +ifinsurance market. We have been
continuously providing efficient and fair claim settlement to all our clients in return for the trust in
us.

We recorded a Gross Premium of Nrs46l billion (larba 46 crore) this year (2018/19) as
compared to Nrs.1.19 billion (1 arba 19 crore) in the previous year. For the growth of the company
in coming year, we are implementing various strategies that will lead company growth. We are
developing aligital platform as an alternative distribution channel of insurance service as one of
the key strategies to contribute to making insurance more accessible and affordable to the larger
population in Nepal. Coming year will be more focused on SME, Migra;ulture and Cattle
Insurance through out Nepal. For this we are in process of developing a mobile app. Similarly, we
are coming upith productsand services that is best suitable for such sectors.

We have expanded our reach and opened 1 brancleef## sub branch offices and 1 extension
counter this year and will continue the expansion in the coming year.

The achievement we have made till date is due to the team at HGI and we endeavor to make th:
team more efficient and stronger in coming dayscl®ng on innovation and technology enabled
insurance solution for our customers, we are working on deploying new-haskd insurance
software this year. This software will enable us to work more efficiently and create robust database

Being a socigll responsible company, we have been continuing CSR activities. Blood donatior
campaign and support to cancer patient are the successful initiatives.

This year we shall commence construction of new corporate building. Trust this building will assist i
enhancing company image further.

Amidst the excitement about the loAgrm growth potential of the nodife insurance industry in
Nepal, we continue to stay focused on creating long term values for all our stakeholders.

Thank you.

SushiBajracharya
Chief Executive Officer

11
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Annual Report presented by the Chairman, Mr. Mahendra Krishna
Shrestha, on behalf of the Board of Directors at the28nnual
General Meeting

Respected Shareholders,

We on behalf of the board of directors of Himalay@eneral Insurance Company Limited, cordially welcome
all the shareholders and invitees to the'28nnual General Meeting of the company.

We are pleased to share the annual report for the financial year Z&[binancial Year 201®) on behalf of
boardof directors of the company.

¢ 2RI&Qa&a LINB a SY Anhudl xepoft of2tle cainfafy prepared pursuant to section 109 of the
Companies Act, 2063 for the Financial Year 2075 AyOf dzRSa GKS 1 dzZRAG2NDE
Loss Account, Cash Flow Statement and annexures forming part of the FiSéateialents, along with special
LJdzN1J2 &S CAYylFyOAlLt {GFGSYSyida Fa LISN 6§KS RANBOGA
8SINI FOGABAGASE 9 FdzidzNB | OlAz2y LI I ya Fa oSttt |

1. Financial Results:

FY 20756 | FY 207475

1 No of Policies Issued 61,333 58,387 R
2 Gross Premium Income 1,459,031,800 1,190,976,569 EE
3 Net Premium Income 279,217,218 328,820,059 -15%
4 Reinsurance Commission income 142,039,030 103,054,074 38%
5 Gross Claims paid 941,894,017  3,497,097,980 -13%
6 Net Claims paid 175,172,668 167,905,644 4%
7 Other Operating & admin expenses 201,056,060 147,774,519 36%
8 Income from Investment 180,559,508 148,786,948 21%
9 Net Profit (as per NFRS) 236,011,382 141,106,947 67%
10 Investment 1,988,069,623  1,936,617,93C 3%
11 Networth (as per NFRS) 1,749,150,259  1,507,312,377 16%
12 Networth Per Share 170 147 16%

a. Premiumincome:
Positive growth in gross premium income is due to increase in top line sales but as these risks wer
largely reinsurance driven, same level of impact is not seen in our net premium income. Further, &
slight decrease seen in our retail portfolar the year.

b. Reinsurance commission income:
Reinsurance income has largely stayed the same; the increment of 38% is due to deferral of
commission income from 20745 amounting to Nrs. 47.3 million which has been booked as income
during this period.

c. Investmentincome:
The Company has achieved an investment income of Nrs.180.5 million (18 crore 05 |1&k26)1i&
19 as against Nrs. 148.7 million (14crore 87 lakhs) in F¥ZIIB/ This represents an increase of 21%.

12
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d. Operating & administrative expense
¢CKS /2YLIyeQa 2LISNIGAYT g | RYAYAaGNI-IDkathpare8 E LIS
to 2017Mmy ® LYy ONBI &S Ay SYLX 28S8S o62ydzaSa 2¢6Ay3a
strategic investments in building digital infrastructure haoeounted for some of these changes.

e. Net profit:
During the FY 20189, net profit has increased by 67% to Nrs. 236.01 million (23 crore 60 lakhs) from
Nrs. 141.10 million (14 crore 11 lakhBhis makes it out highest ever recorded profit as per NFRS.

f. Net-worth:
¢tKS /2YLIyeQa bSi ¢ 2161isK70.28WEhavksI 18654 iIA3OCK ., HAT |

g. Solvency Margin:
CKS a2f @dSyoOeé NIdA2 A& GKS YSIadiNBYSyd 2F 02Y
long-term liabilities. As per solvency margin directive issued by Beema Samiti, the solvency ratio o
the company should be more than 1.5. Our solvency masgl.91 which well exceeds the prescribed
minimum.

2. wS@ASs 2F t NBJA 2 d2a7576 SFAinahkial Year @02 NY I y OS
¢tKS O2YLIyeQa YIN)SG a-Kdawbng §eyleralCinsyrange Qlayerfs, wasS6RoNJ
Company recorded a Gross Direatiaium of Nrs. 1.45 billion (1arba 45 crore) in FY 204.8s compared
to Nrs.1.19 billion (1 arba 19 crore) in FY 2018.

The major premium contributor for 2018 19 was from our miscellaneous portfolio which majorly
comprisesof GPA, HIP, Medical, BurglaAll Risk, Group hospital, Travel insurance, and International
Travel. This portfolio contributed 32% to our annual income as compared to 27% in the previous year
32%, compared to 27% in the previous y&pecifically, Aviation, Engineering, Motor, dfick portfolios
contributed 21%, 18%, 17%, and 8% respectively in the FY-2018.

Gross Claim settlement during the year FY 2018 was Nrs.941 million (94 crore 18 lakh) as compared
to Nrs.3.5 billion (3 arba 5 crore) for FY 20118. With the catinued support from our reinsurance
partners, we are be able to consistently settle claims promptly, which is at the core of our promise to our
customers.

The Company is operating at a loss ratio of 62.74% in FY 2018 as compared to 51.06 % in R 12647. T
ratio has been calculated based on net premium earned and net claim incurred.

Gross Premium Income:

Line of Business  FY 2075/6 Weightage z (%) FY 207475 Weightage z (%)
8% -1%

Fire 120,957,632 122,482,519 10% -1%
_ 2% 54%
Marine 34,794,656 22,627,130 2%  17%
17% -2%
Motor 242,989,593 248,108,766 21% 9%
_ ) 18% 9%
Engineering 257,366,542 236,990,487 20% 407%
_ 2% -27%
Agricultural 27,838,279 38,278,788 3% 43%
_ 32% 43%
Miscellaneous 464,030,362 325,413,059 27% -54%
: 0% 695%
Micro 412,928 51,930 0% 286%
i 21% 58%
Aviation 310,641,808 197,023,890 17% 19%
1,459,031,800 100% 1,190,976,569 100%

13
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Gross Claim Settlement:

Annual Report 2075-76

Line of Business FY 2074/5 Weightage (%) z (%) FY 207475 Weightage z (%)
4 0, 0,
Fire L2 AT 2 e 157,186,506 4.49 -17
0, [0)
Marine SRS e SO e 5,969,479 0.17 -52
(0) (0)
Motor Sl L Lo 96,851,231 2.77 -5
- 0, 0,
Engineering slfttisiesk S e 426,857,831 12.21 67
0, 0,
Agricultural e s = s 37,204,441 1.06 37
4 0, [0)
Miscellaneous B S S 2,526,249,854 72.24 171
Micro 436,330 0% 0% 0 _ _
0, (0)
Aviation SRS S [E 246,778,637 7.06 32
Total 941,894,018 100 3,497,097,979 100

Reinsurance:

¢tKS O2YLI yeQa GNBI (A Sal9werdkdbKNs GG Rel Igdia kot froportiGnial NJ

treaties and M/s XLCatlin under noproportional category followed by rated Hiesurers like Trust Re,

New India Assurance, ZEP Re, Kenya Re, Asido. RbeCompany is also reinsuring a reasonable share

of its insurance policies with Nepal Re under direct cession. In addition, we are supported by rated re

insurer like IHI BUPA, Sirius International and Hanover Re for travel insurance.
3. ImpactofNatio/ £ YR LYGSNYyFrdAz2ylf 9@Syida 2y (KS [/ 2YL
The business of insurance is thriving and insurers are gradually reaching out to many new parts of th
country that previously remained out of the radar of the insurance sector. The growth of imguran
business will only accelerate in the future. The entry of new insurance companies also shows risin
investor confidence in the domestic insurance market. This is displayed by the fact that despite the
mandatory hike in the paidp capital of insuranceotnpanies, new players are eager enter the market

while the existing companies are working to further strengthen their position.

In tune with the new federal structure of the country, the company is planning to open provincial offices
with in all the seva provinces. This will help in accelerating the business of the company.

SpecialNote on the Impactof Covid19:

Covid19, Pandemicit Nepalwith the first caseon 23rd JanuaryWith the rise of 2nd caseon 23rd May,
our countrywentinto Lockdowrfrom 24th April. Thislockdownhashada significanimpactin our society,
businessaandthe wider economyasa whole. Theinsurancendustryboth life and non-life insurancehave
alsobeenmajorlyimpacted.

Onthe positiveside,this unprecedentedsituationhasforcedusto be ableto quicklyadapt,innovateand
cometogetherasateam. It alsoforcedusto find waysto continueour operations,adaptto the working
from home environmentsand find new avenuesof reachingour customers.But on the other hand,the
reality is alsothat our businesshasbeenhit hard. In addition to finding new businessrenewalof policies
hasalsobeen majorly affected due to this lockdownin the country with premium collectionbeingthe
main challengeduring this pandemic.

With the recentlyimplementedweb-basedsoftware and through VPNnetwork, we were quicklyableto
implementawork from homeenvironmentwith minimalbusinessnterruption. Activitieswe hadinitiated
evenbefore lockdownlike tying up with variouse walletslike Esewaand Khalticamein useat the right
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time for us and we were able to implementthese connectionsfor premium paymentsseamlesshand
aheadof manyof our competitors.

One great example of our recent innovations is tianich of COVID 19 insurance wherein till date we have
also sold 3,693 Policiél Jestha end 2077

4. Achievements since the last fiscal year till preparation of the Annual Report and Future Plans:
The comparative premium underwritten during the fiscal y287576 are tabulated below:
S.No Particulars FY 207677 (up to Jestha) FY 2075/6

1 Gross Premium Income 1,151,547,794.5¢ 1,458,852,739.57

Future Plan:

As we look ahead into FY Financial Year 287/72020¢ 2021, the effects of COVID 19 will likely continue
for most of the year and we have to continue to innovate to find new ways to effectively operate in this
challenging environment as well as serwe oustomers promptly.

We continue to march ahead with our Vision 2030 and endeavor to incorporate this aspect in all our future
planning.

Delighted Customer

Data Driven Decision Making

Accessible and Affordable Insurance to All
Preferred Job Destinatip

Be in Top 3

®Poo0oTR

5. Industrial and Business relations:

The Company has set a target to motivate all of its employees to form a professional relationship with
one- another which will have many benefits to the business and assist us as we move forward.

To align with its vision of being a most preferred jobtoledion in the industry, company is focusing to
ONAY3IAYI AYy LIS2L S 6K2 NB GlIfSYyidSR: tA3IySR ¢
also focusing on more trainings & seminars to its employeesipport our teams in delivering their kes
work in service of our Vision 2030

6. Changes in the Board of Directors and Senior Management:

The tenure of 3 directors representing promoter director and 2 directors representing public director
expired in the fiscal year 2075.

The Company through its 25AGM reelected the directors for next tenure. Mr. Mahendra Krishna
Shrestha, Mr. BikrarKrishna Shrestha and Mr. Vijit Krishna Shrestha has beetected as Promoter
director and Mrs. Nura Kumari Sharma and Mr. Ajaya Ratna Sthapit has belecter] as public director.
Mr. Mahendra Krishna Shrestha has beefelected as a chairman of threwly reelected board.

Similarly, Mr. Sushil Bajracharya has beeappointed for his second tenure fron¥ Bhrawan, 2076 as
CEO.

7. Major Factors affecting Business:
a. New Entrants:
There were 17 General Insurance Companies providing genstaince services in the industry. At
the end of 207475, 3 more companies were given licensereasing the total figure to 20The rise
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10.

11.

of new entrants has developed intense price competition in the industry, especially in the retail
market.

b. Dynamisn in social and economic sector:

The change in the federal structure has put more challenge for the insurance companies to increase it
reach.

The ups and downs in the financial sector also impact the insurance sector being an inseparable part
the emnomy. Despite ups and downs, insurance company can help create more liquidity and mobilize
savings. As an institutional investor the insurance industry thus makes an invaluable contribution to the
development and better working of the capital market.

c. Rewlution in Data:

Insurance companies have always made use of substantial amount of data, but how they leverage data
changing in significant way.

d. Digitalization:

The convenience and efficiency of online and mobile channels, coupled with the conzatiaiitiof the
core insurance product, has led insurance customers to seek a new experience.

The digital insurance trend, then, is really about the way consumer will choose to interact with the
insurance company, unlike current trends. Going forward, msuneed to focus far more on the
consumer as an individual. In this environment, an effective eshannel strategy will be key, as will an

Ay adz2NBENRa OF LksaerkideA A Sa I NPdzyR asSt ¥

Dividend:

We have generated higher profit as per NFRS as compared to GAAB.S OSNE | & LIS NJ
circular, excess profit in NFRS has to be allocated to Regulatory reg&®ping this constraint in mind,
we haveproposed dividend of 3.5% amounting to R8,520,000 and bonus share @ 4% amounting to Rs.
41,088,000 utilizing its share premium (Rs. 36,293,137).

Appointment/ Re- appointment of Auditor:

The Board expressed its sincere gratitude to M/S Sundar & co. for successfully conducting statutory auc
for the fiscal year 20736.

For the next fiscal year 207&7, as per recommendation from the Audit Committee, company has
proposed M/s Sundar & Co. as its Statutory and Tax auditor.
Share Capital:

¢ KS O2 YLJIu &M@ capital AnRthe year undeeview is Rs.1.0272 arba. The company has
maintained the paielp share capital limit of Rs. 1 arba as per the directive issued by Beema Samiti.

Provisions related to section 109 (4) Companies Act, 2063 (first amendments, 2074):

a. Details of Forfeited Shas:
Company has not forfeited any shares till the reporting date.
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b. Disclosure of transaction with Subsidiary/ Associates:
Company has no Subsidiary/ Associates till the reporting date.

c. Information provided by the Principal Shareholders in the ldistcal year:
No such information was provided during the reporting period.

d. Disclosure on the share transaction & ownership by the Board Members and Employees of the
Company in the last fiscal year:
None

e. Disclosure of information onnvolvement of any Board Member or their Close Relatives having
personal interest on any agreement done by the company during the last fiscal year:

None
f. Disclosure on Shares buy back of the company:
None.
g. Internal Control System, Ridldlanagement system & its effectiveness:

The internal control system of the company is designed in such a way to achieve following
organizational objectives:

a. operational effectiveness and efficiency,
b. reliable financial reporting and
c. compliance with lawsregulations and policies.

At the organizational level, the company has formed Internal Audit Committee headed by public
director Mr. Ajay Ratna Sthapit. The company has appointed an independent Chartered Accountan
firm M/s G.P. Rajbahak & Co as In@rAuditor. The internal audit report issued by the internal
auditor will be presented in the meeting of Audit Committee for its discussion. The comment from the
consultant and Audit Committee has been implemented regularly. The company strongly believes
that, the implementation of suggestion of internal audit report has strengthen the overall internal
control system of the organization. Company has been following the Corporate Governance Directive
2075 issued by the Insurance Board. It has helped to riekimternal control system more effective.

The company believes that, it has followed the risk minimization approach through its effective
internal control system. It has also formed a Risk Management Committee for effective management
of risk. Furtherthe company has made its compliance officer more accountable for internal risk

management.

h. Disclosure on the total Management expenses on last fiscal year:

The company has expensed Nrs. 145,770,887 (one hundredfiegtynillion, seven hundregeventy
thousand, and eight hundred eigheven only) as total management expenses in the FY-2675

i. Details of members of Audit committee, their remuneration, allowances and facilities, action
taken, and any recommendations made by the committee:

In the review period, company has constituted 3 members audit committee under the
chairmanship of Public Director Mr. Ajay Ratna Sthapit, Independent director Mr. Dasarath Lal
Shrestha and promoter director Mr. Vijit Krishna Shrestha are the other two audiiméitee
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members. The meeting fee for each audit committee meeting has been fixed at Nrs.7,000 (sever

thousand).

The actions made by the audit committee are as follows,

1. Review of Statutory Audit Report and recommended management for the improvements, if

required.

Annual Report 2075-76

2. Review of Internal Audit Report and recommend management for the improvements, if

required.

3. Recommend the appointment of Statutory Auditor to the AGM
4. Review of Internal Control System of the company and provide suggestions for improvement.

. 5Aa0f2adNB 2vy

or their close relatives:
None.

I Y2 dzy i

NEOSAQI ot Sa
Shareholders or any firm, company or any other organization associat#ti such individuals

k. Disclosures on Salary, Allowances and facilities provided to the Directors, Managing Directors,

CEO and other employees:

S.N. Particulars CEO Other (up to Assistant
Manager)

1. Salary 2,139,000 11,162,165

2. Allowances 621,100 3,287,845

3. Provident Fund 213,900 888,408

4, Dashain Allowances 178,250 963,242

5. Others Vehicle with Driver, Fue| Vehicle, Fuel, insurance

insurance, Telephone an
bonus as per Act and as p
the term of contract,
payment of Rs 1,069,500
the end of the contract

term.

Telephone and bonus &
per Act

I.  Remaining Dividend amount to be claia by shareholders:

None.

m. Disclosure on purchase and sale of property as per clause 141:

None.

n. Disclosure on transaction between associated companies as per clause 175:

None.

0. Any other details to be disclosed in the report as per tbempanies act and existing laws:

Company is having a market share of 6% (approx) in the general insurance industry.

p. Disclosure on the provision of the directive 86 as per Companies Directives. 2072:

The company has been abiding the provision made irGigeY LJF y & Q&

18

RANBOGAD

S )

TNRY 5ANBO



Himalayan General Insurance Co. Ltd. Annual Report 2075-76

g. Other issues:

Company has paid total direct and indirect taxes of Nrs. 293,768,481 to the Government of Nepal
The details of which are presented below:

Income Tax Nrs. 83,620,934
Tax Deducted at Source Nrs.25,132,827
Value Added Tax Nrs. 185,014,720

12. Conclusion:

We would like to express our sincere gratitude to Government of Nepal, Insurance Board, and Office o
Company Registrar, Nepal Rastra Bank, Securities Board of Nepal, Nepal Stock Exchang€Dinaed,
Clearing Limited, Inland Revenue Department, NMB Capital Itd, Stock Broker, Commercial / Development Ba
and Finance Companies, clients who have helped us directly and indirectly in the growth of companies.

Also, we would like to express our gratitude to our agents, surveyies efforts shown by all the employees
of the companies during the period is highly praiseworthy.

We would like to thank all the shareholders and other attendees present inAG# for your valuable
presence and active participation.

Thank You,
Ajaya Ratna Sthapit, Mahendra Krishna Shrestha
Director Chairman

Date: 2077/03/04
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i
SUND AR & C O Pulchowk ( Machagaa) Phone # (977-1) 5521804/5529942
* Lalitpur 20/8 Gha Fax : 977-1-5524804
Chartered Accountants P.O.B 3102 Kathmandu, Nepal Email: sundarmans@gmail.com

INDEPENDENT AUDITOR’S REPORT
TO THEE MEMBERS OF HIMALAYAN GENERAL INSURANCE CO. LTD

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Himalayan Genzral Insurance Co. Ltd (herein
after referred to as "the Company”), which comprise the Statement of Financig! Position as at 31 Ashadh
2078 corresponding to 16 July 2019 and , 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 a
summary of significant accounting policies and other explanatory information.

In our opinion and to the best of our information and according to the explanations given to us, the
financial statements referred to above, present fairly, in all material respects, the financial position of the
Ccmpany as of Ashadh 31, 2076 (July 16, 2019), and its performances, changes in equity and its cash
flows for the year ended on that date in conformity with Nepal Financial Reporting Standards (NFRSs)

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report.

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

Independence

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

Other Matter
In accordance with the Beema Samiti's (Insurance Regulatory Authority) direction / letter dated

2076.10.08, the company has revised the financial statements and approved it by the Board of Directors
on 2076.10.21

The revised financial statements replace the earlier financial statements approved by the Board of
Directors on 2076.09.15 and the auditor’s report was dated 2076.09.15.

We draw attention to “Notzs to Financial Statements: # 2.2- Easis of Measurement; 31-Dividend and
41 Reconciliation of Revised Financial Statement,

Other Information

The Board of Directors is responsible for the ather information presented in the company’s annual report.
Our opinion on the financial statements does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon. We have nothing to repart i this regard.

Page 10f3
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Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

o Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Page 2 0f 3
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

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

From the matters communicated with those charged with governance, we determine those matters that
were of most significant in the audit of the financial statement of the current period and are therefore the
key audit matters. We describe these matters in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
On examination of the financial statements as aforesaid, we further report that:

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

b. In our opinion, the company has maintained the proper books of account / records as per the
prevailing Acts and the returns received from the respective branches are adequate for the audit
purpose.

¢. In our opinion and to the best of our information and according to the explanations given to us
and from our examination of the books of account / records of the company, we have not come
across the cases where the Board of Directors or any member thereof or any employee of the
company has acted contrary to the provisions of the law relating to accounts or caused loss or
damage to the company or committed any misappropriation of the fund of the company, nor have
we been informed of any such case by the management

d. In our opinion and to the best of our information, the company has performed its works in
compliance with the directives issued by the Insurance Board.

e. Inour opinion the company has maintained enough insurance fund and catastrophic reserve.

For Sundar & Co.,
Chartered Accountants
UDIN # 200204CA000051FfY5

CA. Sundar Man Shrestha
Partner
ICAN Membership Number: 005

Date: 2020-10-21
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AS AT ASHAD 31, 2076 (JULY 16, 2019)
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Amount in Rs.

Asat Asat
Ashad 31, 2076 Ashad 32, 2075
Note {July 16, 2019) {iuly 16, 2018)
ASSETS
Property, plant and equipment 5A 59,041,422 47,872,211
Capital work-in-progress 5B 4,435,651 600,000
Intangible assets 5C 1,736,477 711,110
Deferred tax assets (net) 6 34,109,930 54,124,792
Financial assets 7
Fimancial assets measured at amortised cost 7.1 1,753,090,440 1,765,671,871
Fimancial assets measured at FVOCI 7.2 234,979,183 170,946,059
Other financial assets ] 199,323,523 512,889,570
Reinsurance assets 9 2,010,937,149 1,721,235,506
Other assets 10 5,625,363 5,917,936
Employee benefit assets 11 5,965,031 2,454,425
Current tax assets (net) 12 8,943,803 19,661,951
Cash and cash equivalent 13 325,766,780 78,888,171
TOTAL ASSETS 4,643,954,752 4,380,974,002
EQUITY AND LIABILITIES
EQUITY
Share capital 14 1,027,200,000 1,027,200,000
Share premium 36,292,137 36,292,137
Reserve and Surplus 15
Insurance fund 15.1 476,337,405 373,324,944
Catastrophic reserves 15.2 42,723,770 32,854,392
Retained earnings 15.3 46,946,634 (59,395,502)
Other reserves 16 119,650,263 96,536,400
Total equity 1,749,150,259 1,507,312,377
LIABILITIES
Insurance contract liabilities 17 2,282,067,173 2,102,029,954
Financial liabilities 18 489,602,726 682,697,207
Current tax liabilities (net) 12 - -
Other liabilities 19 117,794,484 84,805,686
Employee benefit obligations 20 5,340,110 4,128,778
Total liabilities 2,894,804,493 2,873,661,625
TOTAL EQUITY AND LIABILITIES 4,643,954,752 4,380,974,002

The accompanying notes are an integral part of the financial statements.

For and on behalf of Himalayan General Insurance Company Limited

Mahendra Krishna Shrestha Bikram Krishna Shrestha Vijit Krishna Shrestha  Ajaya Ratna Sthapit Nura Kumari Sharma

Chairman Director Director Director Director

As per our report of even date

Sundar Man Shrestha
Sundar & Co.
Chartered Accountants

Dashrath Lal Shrestha
Director

Sushil Bajracharya Dhruba Pd. Neupane
Chief Executive Officer Deputy General Manager

Place: Kathmandu
Date: 2076/10/21
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Amount in Rs.

For the year ended  For the year ended
Ashad 31, 2076 Ashad 32, 2075
Note {iuly 16, 2019) {Iuly 15, 2018}
Gross premiums 21.1 1,459,031,800 1,190,976,569
Premiums ceded to reinsurers 21.2 {1,179,814,582) (862,156,510)
Met premiums 279,217,218 328,820,059
Fees and commission income 22 142,039,030 103,054,074
Investment income 23 180,559,508 148,786,548
Net realised gains / {losses) 24 - 1,829,669
Other incame 25 2,996,439 16,140,610
Other revenue 325,594,977 269,811,301
Total revenue 604,812,195 508,631,360
Gross benefits and claims paid 26 (941,854,017) (3,497,097,980)
Claims recovered from reinsurers 26 766,721,349 3,329,192,336
Net benefits and claims (175,172,668) (167,905,644)
Changes in insurance contract liabilities 27 109,664,024 (80,860,047)
Changes in insurance contract liabilities 109,664,024 (80,860,047)
Other operating and administrative expenses 28 (201,056,060) (147,774,519)
Other expenses (201,056,060) (147,774,519)
Total benefits, claims and other expenses (266,564,704) (396,540,210)
Profit before tax 338,247,491 202,091,150
Income tax expenses 29 (102,235,109) (60,984,203)
Profit for the year 236,011,382 141,106,947
Earning per equity share (face value of Rs. 100 each)
Basic EPS 30 22.98 18.44
Diluted EPS 30 2298 18.44
Restated EPS 30 22,72 18.44

The accompanying notes are an integral part of the financial statements.

For and on behalf of Himalayan General Insurance Company Limited

Mahendra Krishna Shrestha Bikram Krishna Shrestha Vijit Krishna Shrestha Ajaya Ratna Sthapit Nura Kumari Sharma

Chairman Director

Dashrath Lal Shrestha
Director

Place: Kathmandu
Date:2076/10/21

Sushil Bajracharya Dhruba Pd. Neupane

Chief Executive Officer

Director Director

Director

As per our report of even date

Deputy General Manager

Sundar Man Shrestha
Sundar & Co.

Chartered Accountants
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STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED ASHAD 31, 2076 (JULY 16, 2019)
Amount in Rs.
For the year ended  For the year ended

Ashad 31, 2076 Ashad 32, 2075

Note {July 16, 2019) {July 16, 2018)
Profit for the year 236,011,382 141,106,947

Items that will not be reclassified to profit or loss:

Gain/{loss) on equity instruments measured at fair value 3,918,715 (8,189,254)
Gain/({loss) on of units of mutual funds measured at fair value (1,012,534) 774,576
Income tax relating to these items 322 (871,855) 2,224,405
Actuary Gain / (loss) on defined benefit plans 5417,352 (10,517,812)
Income tax relating to these items 32.2 (1,625,218) 3,155,344
Other comprehensive income 5,826,500 (12,552,741)
Total comprehensive income for the year 241,837,882 128,554,206

The accompanying notes are an integral part of the financial statements.

For and on behalf of Himalayan General Insurance Company Limited

Mahendra Krishna Shrestha Bikram Krishna Shrestha Vijit Krishna Shrestha Ajaya Ratna Sthapit Nura Kumari Sharma
Chairman Director Director Director Director

As per our report of even date

Dashrath Lal Shrestha Sushil Bajracharya Dhruba Pd. Neupane Sundar Man Shrestha

Director Chief Executive Officer Deputy General Manager Sundar & Co.
Chartered Accountants

Place: Kathmandu

Date:2076,/10/21
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED ASHAD 31, 2076 (JULY 16, 2019)
Amount in Rs.

Share Share Retained Insurance Catastrophe Insurance Regulatory Deferred tax Fair value Actuarial Total

capital premium earnings Sfund TESErVe TESETVE TESErVe TESErVe TESErVE TESErVe
Balance as at Ashad 31, 2074 (July 15, 2017) 385,200,000 - (60,957,237) 305,335,322 25,667,623 30,000,000 - 51,759,454 5,507,236 15,733,636 758,246,034
Profit for the year - - 141,106,947 - - - - - - - 141,106,947
Other comprehensive income (net of tax) - - - - - - - - (5,190,273) (7,362,468) (12,552,741}
Transfer to insurance fund - - (68,489,622) 68,489,622 - - - - - - -
Transfer to catastrophe reserve - - (7,186,769) - 7,186,769 - - - - - -
Transfer to deferred tax reserve - - (6,088,821) - - - - 6,088,821 - - -
Transfer to regulatory reserve - - - - - - - - - - -
Dividend paid - - (57,780,000) - - - - - - - (57,780,000)
Issue of shares at premium - 39,693,364 - - - - - - - - 39,693,364
Issue of share capital through right issue 642,000,000 - - - - - - - - - 642,000,000
Share issue expenses adjusted (3,401,227) (3,401,227)
Balance as at Ashad 32, 2075 (July 16, 2018) 1,027,200,000 36,292,137 (59,395,502) 373,824,944 32,854,392 30,000,000 - 57,848,275 316,963 8,371,168  1,507,312,377
Opening Balance as at Srawan 1, 2075 (July 17, 2018  1,027,200,000 36,202,137 (59,395,502) 373,824,944 32,854,392 30,000,000 - 57,848,275 316,963 8,371,168  1,507,312,377
Profit for the year - - 236,011,382 - - - - - - - 236,011,382
Other comprehensive income (net of tax) - - - - - - - - 2,034,326 3,792,174 5,826,500
Transfer to insurance fund - - (102,512,461) 102,512,461 - - - - - - -
Transfer to catastrophe reserve - - (9,869,378) - 9,869,378 - - - - - -
Transfer from deferred tax reserve - - 17,517,739 - - - - (17,517,789) - - -
Dividend paid - - - - - - - - - - -
Transfer to regulatory reserve - - (34,805,146) - - - 34,805,146 - - - -
Balance as at Ashad 31, 2076 (July 16, 2019) 1,027,200,000 36,292,137 46,946,684 476,337,405 42,723,770 30,000,000 34,805,146 40,330,486 2,351,289 12,163,342  1,749,150,259
Share premium: Insurance reserve
Represents amount collected in excess of the face value of shares on auction of unsubscribed right st Represents all the reserves created before financial year 2064-65.
This amount may be utilised for issuing fully paid bonus shares to the ordinary shareholders.

Regulatory reserve:

Insurance fund: Represents excess amount of retained earning as on Srawan 1, 2073 and profit reported under financial statement prepared under NFI

Represents appropriation of 50% of profit for the year as per Insurance Act, 2049 to categories based (compared to retained earning as on Srawan 1, 2073 and profit reported together with accumulated profit under GAAP. Since the profit
the weight of their contribution to revenue. The fund maintained for one category cannot be not be « for the year reported under financial statements prepared under NFRS exceeds the profit for the year reported under GAAP, such
bear the liabilities relating to other category of Insurance Business. During the year, the amount appr excess profit has been appropriated under this reserve.
to the fund is based on the profit for the year as per the financial statement prepared under GAAP.

Fair value reserve
Catastrophic reserve: Represents the cumulative gains (net of losses) arising on the revaluation of equity Instruments and units of mutual fund measured at
Represents appropriation of 10% of profit for the year remaining after appropriation to insurance fund,
segregated for significant insurance claims that might have adverse impact on financial stability. This Actuarial Reserve
is not available for distribution to the ordinary shareholders. Represents the cumulative gains / (losses) arising on actuary valuation of gratuity, a defined benefit plan.
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED ASHAD 31, 2076 (JULY 16, 2019)
Amountin Rs.

For the yearended  For the year ended

Ashad 31, 2076 Ashad 32, 2075
{July 16, 2019) {July 16, 2018)

A CASH FLOW FROM OPERATING ACTIVITIES
Premiums received from customers 1,482,386,374 1,167,144,488
Reinsurance premiums paid {1,377,362,987) (828,972,258)
Fees and commission income 150,999,402 101,122,099
Other income 3,326,323 9,654,694
Claims and benefits paid (941,894,017) (3,493,816,730)
Reinsurance receipts in respect of claims and benefits 1,052,436,422 3,387,997,374
Employee benefit expenses (71,377,942) (59,637,335)
Contribution to gratuity fund/gratuity payments (2,032,827) (9,601,445)
staff bonus paid (20,209,115) (17,392,721)
Other operating and administration expenses (65,336,402) (57,389,197)
Income taxes paid (74,000,172 (72,446,184)
Net cash from operating activities 136,935,059 126,662,785

B CASH FLOW FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment (20,500,593) (9,136,806)
Acquisition of intangible assets (2,520,000) -
Proceeds from disposal of property, plant and equipment 1,438,141 58,109
Acquisition of fixed deposits {1,325,500,000) (1,622,000,000)
Realisation from maturity of fixed deposits 1,340,500,000 698,000,000
Acquisition of investment in equity instruments (61,126,943) (25,048,968
Proceeds from sale of investment in equity instruments - 4,034,291
Acquisition of investment in mutual fund - (11,677,473)
Proceeds from sale of investment in mutual fund - 522,703
Interest received 175,981,611 147,666,876
Dividend received 2,159,328 851,159
Met cash generated from [ (used in) investing activities 110,031,544 (816,730,115)

C CASH FLOW FROM FINANCING ACTIVITIES
Receipt from issue of share capital - 678,292,137
Dividend paid (87,954) (57,810,341)
Met cash generated from [ (used in) financing activities (87,994) 620,481,796
Net increase / (decrease) in cash and cash equivalents 246,878,609 (69,585,534)
Cash and cash equivalents at the beginning of the year 78,888,171 148,473,705
Cash and cash equivalents at the end of the year 325,766,780 78,888,171
Cash and cash equivalents comprise of:
Cash on hand 459,379 429,443
Balance with banks and other financial institutions in current accounts 123,843,739 57,080,998
Balance with banks and other financial institutions in call deposits 201,463,162 21,377,730
Total 325,766,780 78,888,171

For and on behalf of Himalayan General Insurance Company Limited

Mahendra Krishna Shrestha Bikram Krishna Shrestha Vijit Krishna Shrestha Ajaya Ratna Sthapit  Mura Kumari Sharma
Chairman Directar Director Director Directar

As per our report of even date

Dashrath Lal Shrestha Sushil Bajracharya Dhruba Pd. Neupane Sundar Man Shrestha

Director Chief Executive Officer Deputy General Manager Sundar & Co.
Chartered Accountants

Place: Kathmandu

Date:2076/10/21
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended on Ashad 31, 2076 (July 16, 2019)

1. Companyoverview

Himalayan General Insurance Compaingiteddo K SNB A y I T i S XK SN/ F2SNESyBBlicdipited &
liability companyincorporated as per the laws of Nep@he Company obtained the licensé.icense number
04/050) from Beema Samiti &rawan 62050 and finally got approval from Beema Samiti to carry on business
from Srawan 13, 2050. The Compatgrted its commetial operation fromMangsir 162050.

The registered office of the Company and the principal place of business is located at HGI House, Babar Mat
Kathmandu, Nepal.

The Company is engaged in the business of underwritingifeomsurance. There wereorsignificant changes

in the nature of principal activities in the company during the financial year.

The Company does not have any holding company and neither have any interest in subsidiary and associc
companies

2. Basis of preparation of financial stateents
2.1 Statement of compliance

These financial statements, which comprise the statement of financial position, statement of profit or loss,
statement of other comprehensive income, statement of changes in equity, statement of cash flows and note:
thereto have been prepared in all material aspects in accordance with requirements applicable Nepal Financiz
Reporting Standards (NFRS) and the relevant presentation requirements thereof as laid down by the Institut
of Chartered Accountants of Nepal (ICAN), asdmly with requirements of Company Act, 2063 of Nepal and
applicable directives issued by Insurance Board of Nepal. The Company adopted NFRS from Srawan 1, 2
(July 16, 2017).

2.2 Basis of measurement

These financial statements are prepared in accordawitie the historical cost convention, except for certain

itemsas follows:

a. Investment in equity instruments and units of mutual fund are measured at fair value.

b. Liability for defined benefit obligations is recognised at present value of the defined behkdiation as
determined by actuary.

c. Insurance contract liabilities are actuarial determined values, and these have been measured at higher ¢
such actuarial determined values under liability adequacy test and regulatory requirements as per the
circular dated Ashwin 12, 2075 (September 28, 2018) of the Insurance Board of Nepal.

The Company presents its statement of financial position broadly in the order of liquidity.

Earlierfinancial statementsveNB | LILINE SR T2 NJ A & & dz8irecdods oriPé&usSh 15, 2074.J" vy

(December 31, 2019) without considering the adjustment of prior period loss in retained earnings amounting

02 6wad phpZodp (K2dzalyRaAaOX GKS O02YLI ye KFa NI y:

(amounting toRs. 34,805 thousands) to regulatory reserve, as per directions given by the Insurance Board o

al3dK yX HATC OWIYdzZ NBE HHI HAHNO® ¢KS NBGPAASR FTAy

board of directors oMagh 21, 2076 (Februarg, 2020)

2.3 Functional and presentation currency

The financial statements are presented in Nepalese Rupees (Rs.), which is the functional and presentatic
currency of the Company. Amounts in the financial statements are rounded off to the nearest rupee.
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2.4 Materiality and aggregation

Each material class of similar items is presented separately in the financial statements. Items of dissimil
nature or function are presented separately unless that are material.

2.5 Going concern

The board of directors have made asseSsyhii. 2 F (G KS [/ 2YLIl yeQa FoAftAde

satisfied that it has the resources to continue in business for the foreseeable future. Furthermore, the
management is not aware of any material uncertainties that may cast significant deuli2 y G KS / 2Y
ability to continue as going concern and accordingly, the financial statements continue to be prepared on the
basis of going concern.

2.6 New standard issued but not yet effective

There have been amendments to the standards issued bynlatienal Accounting Standard Board (IASB) and
applicability of the new standards have been notified for International Financial Reporting Standards (IFRS
These amendments and new standards become applicable only when these are pronounced by ICAN.

a. IFRS ¢ Financial Instruments
IFRS € Financial Instruments replaces IAS¢3inancial instruments: Recognition and Measurement and is
effective from period beginning from January 1, 2018.

LCw{ ¢ NBLI I O0Sa G(KS SEAA&GAY 3Ith ahefpodedNBIR loss Aappraagh, A
resulting in earlier recognition of credit losses. IFRS 9 impairment model has three stages. Entities are require
to recognize a 1-2nonth expected loss allowance on initial recognition (stage 1) and a lifetime expested
allowance when there has been a significant increase in credit risk (stage 2). The assessment of whethet
significant increase in credit risk has occurred is a key aspect of the IFRS 9 methodology and involv
guantitative measures, such as forwdoking probabilities of default, and qualitative factors and therefore
requires considerable management judgment. Stage 3 requires objective evidence of impairment, which i
similar to the guidance on incurred losses in IAS 39. IFRS 9 requires the mseeoforward looking
information including reasonable and supportable forecasts of future economic conditions. The need to
consider multiple economic scenarios and how they could impact the loss allowance is a very subjectiv
feature of IFRS 9 impairmentadel.

NFRS g Financial Instruments currently pronounced by IGAN prescribes recognition and measurement

of financial instruments and does not prescribe impairment of financial instruments. According, in these
financial statements, financial instruments, viz. financial assets, financial liabilities and equitynests are
recognised and measured as per NFRS 9. Whereas, impairment on financial assets are recognised on the b
of incurred loss as per NAS 39.

b. IFRS 16 Leases

On January 13, 2016 IASB issued IFRS 16 to replacedA8akes. The new standard seit the principles

for the recognition, measurement, presentation and disclosure of leases. All leases result in the lesse
obtaining the right to use an asset at the start of the lease and, lease payments are made over time, als
obtaining financing. Amwrdingly, IFRS 16 eliminates the classification of leases as either operating leases
finance leases as is required by IAS 17 and instead, introduces a single lessee accounting model. Lessees
be required to recognize: (a) assets and liabilitieafbleases with a term of more than 12 months, unless the
underlying asset is of low value; and (b) depreciation of lease assets separately from interest on lease liabilitie
in the income statement. IFRS 16 substantially carries forward lessor accousgmigements in IAS 17.
Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to account
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those two types of leases differently. IFRS 16 is effective for annual periods beginning on or after 1 Janua
20109.

c. IFRS 1¢ Insurance Contract

In May 2017, IASB issued IFRS 17 and will replace IERSutance ContractUnder the IFRS 17 model,
insurance contract liabilities will be calculated as the present value of future insurance cash flows with &
provision for risk. The discount rate will reflect current interest ratERS 17 requires an entity to recognise
profit as it delivers insurance services, rather than when it received premium and to provide information about
insurance contract profit thaan entity expects to recognise in the future period.

3. Use of estimates and judgements

The preparation of financial statements in conformity with NFRS requires management to make judgements
estimates and assumptions that affect the application of theoaating policies and the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the year. Actual results couldraliffehose
estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
accounting estimates are recognised in the period in which the estimate is revised if the revision affects onl
that period; they are recogniseid the period of the revision and future periods if the revision affects both
current and future periods.

The followings are the key assumptions concerning the future, and other key sources of estimation uncertaint
at the end of the reporting period thanay have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year.

Critical accounting estimates / judgements Disclosure note
Unexpired risk reserve (URR) Note 4.9(c)
Provision for gross outstanding claims (OCR) Note 4.9(a)
Provision for incurred but not reported claims (IBNR) Note 4.9(b)
Employee benefits Note 4.15(c) and (d)
Useful lives of property, plant and equipment Note 4.1(d)

Useful lies ofintangible assets Note 4.2€)

3.1 Insurance contract liabilities

For insurance contracts, estimates have to be made both for the expected ultimate cost of claims reported a
the date of statement of financial position and for the expected ultimate costaifs incurred, but not yet
reported (IBNR). It can take significant period of time before the ultimate claims cost can be established witt
certainty. The main assumption underlying estimating the amounts of outstanding claims is the past claim:
developmant experience.

3.2 Defined benefit obligation

The defined benefit obligation liability of the Company is based on the actuarial valuations carried out by ar
independent actuary. The actuarial valuation involves making assumptions about discount ratese@xpect
rates of return on assets, future salary increases and mortality rates. Due to the complexity of the valuation
the underlying assumptions and its long term nature, a defined benefit obligation is very sensitive to change
in these assumptions. All agaptions are reviewed at each reporting date.

4. Significant accounting policies

This note provides a list of the significant accounting policies adopted in the preparation of these financia
statements. These policies have been consistently applied tbeaile¢ars presented, unless otherwise stated.
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4.1 Property, plant and equipment

a. Recognition of property, plant and equipment

The cost of an item of property, plant and equipment shall be recognised as assets if and only if:
A ltis probable that futureeconomic benefits associated with the item will flow the Company; and
A The cost of the item can be measured reliably.

b. Initial recognition

Property, plant and equipment are stated at historical cost less depreciation, and impairment loss, if any
Historicalcost includes expenditure that is directly attributable to the acquisition of an item of property, plant
and equipment.

c. Subsequent recognition

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropri
only when it is probable that future economic benefits associated with the item will flow to the Company and
the cost of the item can be measured reliably. The carrying amount of any component accounted for as :
separate asset is derecognised when reptadd! other repairs and maintenance are charged to statement of
profit or loss during the reporting period in which they are incurred.

The cost of property, plant and equipment which are not ready for their intended use till the date of statement
of financial position, are disclosed under capital warprogress.

d. Depreciation method, estimated useful lives and residual value
Depreciation is calculated using the straidjne method over their useful lives. The estimated useful lives of
property, plant ad equipment is as follows:

Class of property, plant and equipment Useful life
Building 60 years
Leaseholgroperty 5 years
Furniture and fixtures 10 years
Computers 5 years
Officeequipment 5 years
Otherassets 10 years
Vehicles 10 years

Freehold land is not depreciated.
Residual values, useful lives and method of depreciation are reviewed at each financial year end and adjust:
if appropriate.

e. Impairment of property, plant and equipment

Property, plant and equipment are tested for impagnt whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount
by which the asset's carrying amount exceeds its recoverable amount. The recoverable amountghéhe hi

of an asset's fair value less costs of disposal and value in use. For the purposes of assessing impairment, as
are grouped at the lowest levels for which there are separately identifiable cash inflows which are largely
independent of the cash imdivs from other assets or groups of assets (egsherating units). Nofinancial
assets that suffered impairment are reviewed for possible reversal of the impairment at the end of each
reporting period.

f. Disposals and derecognition

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected to arise from the continued use of asset. Any gain or loss arising on the disposal or retirement
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an item of property, plant and equipent is determined as the difference between the sales proceeds and the
carrying amount of the property, plant and equipment and is recognised in the statement of profit or loss.

4.2 Intangible assets

a. Initial recognition

An intangible asset is recognisedtifs probable that future economic benefits that are attributable to the
asset will flow to the Company and the cost of the asset can be measured reliably. Intangible asset acquire
separately are measured at cost. Cost includes expenditure that idldiagiributable to the acquisition of an

item of intangible assets. Following initial recognition, intangible assets are carried at cost less accumulate
amortisation and accumulated impairment losses, if any.

b. Subsequent recognition
Subsequent expenditeris capitalised only when it increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure is recognised in statement of profit or loss as incurred

c. Useful economic lives, amortisation and impairment
Theuseful economic life of an intangible asset is considered finite where the right to such asset is limited to ¢
specified period of time by contract or by the likelihood of technological obsolescence. Intangible assets witt
finite lives are amortised usintdpe straightline method to write down the cost over its estimated useful
economic lives and is recognised in statement of profit or loss.

Class ofntangible assets Useful life

Capitalised software 5 years

An impairment review is performedhenever there is an indication of impairment. When the recoverable
amount is less than the carrying value, an impairment loss is recognized in the statement of profit or loss.
The amortisation method, useful lives and residual values are reviewed afieacbial year end and adjusted

if appropriate.

d. Derecognition

Intangible assets are derecognised upon disposal or when no future economic benefits are expected from i
use. Any gain or loss arising on derecognition of the asset, is recognised in statdrperfit or loss in the

year the asset is derecognised.

4.3 Deferred Tax assets and liabilities

Deferred tax is provided using the liability method on temporary differences at the reporting date between
the tax bases of assets and liabilities and theirygag amounts for financial reporting purposes. Deferred tax
liabilities are recognized for all taxable temporary differences, except:
i. When the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in
a trarsaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

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

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused tax losse

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

Carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it i
no longer probable that sufficient taxable profit will bea#lable to allow all or part of the deferred income

tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each reporting date and a
recognized to the extent that it has become probable that future taxable profit will allow therréefeax

asset to be recovered.

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

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

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right existefiocsetent
tax assets against current income tax liabilities and the deferred taxee telahe same taxable entity and
the same taxation authority.

4.4 Financial assets and financial liabilities

Financial assets and financial liabilities are recognised when the Company becomes party to the contractu

provisions of the relevant instrument drare initially measured at fair value. Transaction costs that are directly

attributable to the acquisition or issue of financial assets and financial liabilities are added to or deducted fromn

the fair value on initial recognition of financial assets paficial liabilities.

a. Classification

The Company classifies its financial assets in the following measurement categories:

A those to be measured subsequently at fair value (either through other comprehensive income, or through
profit or loss), and

A those measted at amortised cost.
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contractual terms of the cash flows.

For assets measured at fair value, gains and losses are either recorded in stateqmexdit afr loss or other

comprehensive income.

The Company reclassifies financial assets when and only when its business model for managing those ass
changes.

b. Financial assets

Financial assets include loans, advantesjrancereceivables and cash awdsh equivalents. Such assets are
initially recognised at transaction price when the Company becomes party to contractual obligations. The
transaction price includes transaction costs unless the asset is being measured at fair value through stateme
of profit or loss and other comprehensive income.

i. Subsequent measurement

Financial assets are subsequently measured at amortised cost, fair value through other comprehensive incon
2NJ FFANI QI fdzS GKNRdzZAK LINBTFAG 2 NIndsmodel farynanagih® thed |-
financial assets and (b) the contractual cash flow characteristics of the financial asset.

Financial assets are classified as those:
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A Measured at amortised cost

A financial asset is measured at amortised cost, if it is heldysfdelcollection of cash flows arising from
payments of principal and interest.

Fixed deposits with banks and financial institutions, advances, insurance receivables and cash and ca
equivalents are classified for measurement at amortised cost.

A Measuredat fair value through other comprehensive income (FVOCI)

A financial asset is measured at FVOCI, if it is held with an objective to collect contractual cash flows and selli
such financial asset and the contractual cash flows are solely payments opaliaad interest on the
principal outstanding. It is subsequently measured at fair value with fair value movements recognised in the
other comprehensive income (OCI), except for the recognition of impairment gains or losses, interest revenu
and foreign eghange gains and losses which are recognised in profit or loss. When the financial asset |
derecognised, the cumulative gain or loss previously recognised in OCI is reclassified from equity to profit
loss and recognised in other gains or losses. Isterecome from these financial assets is included in
investment income using the effective interest method.

However, in respect of particular investments in equity instruments that would otherwise be measured at fair
value through profit or loss, an irregable election at initial recognition may be made to present subsequent
changes in fair value through other comprehensive income.

A Measured at fair value through profit or loss (FVPL)
Assets that do not meet the criteria for amortised cost or FVOCI aesuned at fair value through profit or
loss. Interest income from these financial assets is includew/@stmentincome.

ii. Impairment of financial assets

The Company assesses at each reporting date whether a financial asset (or a group of financial assets) helc
amortised cost and financial assets that are measured at fair value through other comprehensive income ar
impaired based on evidence or infornat that is available without undue cost or effotbss allowances is
recognisedor all financial assets which are considered as doubtful of recolzesses arising from impairment

are recognised in statement of profit or loss.

iii. Derecognition of financial assets

Financial assets are derecognised when the right to receive cash flows from the assets has expired, or has be
transferred, and the Company has transferred substantially all of the risks and rewards of owrférsinpi&
assets are also derecognised upon write Affy gain or loss arising on the disposal or retirementroitem

of financial asseis determined as the difference between the sales proceedsitarmhrrying amount and is
recognised in the statement of piibor loss.

c. Financial liabilities

Insurance payables, sundry creditors and other financial liabilities are initially recognised at the value of the
respective contractual obligations. They are subsequently measured at amortised cost. Any discount ©
premium on redemption / settlement is recognised in the statement of profit or loss as finance cost over the
life of the liability using the effective interest method and adjusted to the liability figure disclosed in the

statement of financial position.

Finarcial liabilities are derecognised when the liability is extinguished, that is, when the contractual obligation
is discharged, cancelled or expired.

d. ffsetting financial instruments

Financial assets and financial liabilities are offset and the net amoteypasted in the statement of financial
position if there is a currently enforceable legal right to offset the recognised amounts and there is an intention
to settle on a net basis, to realise the assets and settle the liabilities simultaneously.
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4.5 Reinsurare assets

The Company cedes insurance risk in the normal course of business to recognise reinsurers through formr
reinsurance arrangements. Reinsurance assets include balance due from reinsurer for unexpired premiul
reserve and for outstanding claim reser Amount recoverable from reinsurers are estimated in a manner
consistent with the ratio of unexpired premium reserve to gross premiums that have been ceded and with the
ratio of outstanding claim reserve recoverable from reinsurers in accordance véthethted reinsurance
contract.

Reinsurance assets is measured in gross in the statement of financial position unless a right to offset exit
Where the right to offset exits, these are measured at net basis.

Reinsurance assets are reviewed for impairinah each reporting date, or more frequently, when an
indication of impairment arises during the reporting period. Impairment occurs, when there is objective
evidence as a result of an event that occurred after initial recognition of reinsurance asstidl@dmpany

may not receive all outstanding amounts due under the terms of the contract and the event has a reliably
measurable impact on the amount that the Company will receive from the reinsurers.

The impairment loss, if any, is recognised in theestant of profit or loss.
Reinsurance assets are derecognised when the contractual rights are extinguished or expire or when th
contract is transferred to another party.

4.6 Other assets

Deferred fees and commission expenses

Fees and commission expenses incurred during the financial year arising from writing or renewing of insuranc
contracts are deferred and amortised over the period in which the related revenues are earned. All other cost
are recognised as expenses wheruimed.

4.7 Current tax assets and current tax liabilities

Current tax assets of the company include the amount of advance income tax paid to the Inland Revenu
Department and tax deducted at source. Similarly, current tax liabilities include the tax pnawiade for the
year.

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

Current tax assets and current tax liabilities are shown in net in statement of financial position of the compan)
as there exist condition to set off both of the assets and liabilities.

4.8 Cash and cash equivalents

Cash and cash equivalents include cash on hand, balances with &agfimancial institutions in current and
short term depositsthat are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.

4.9 Insurance contract liabilities

Insurance contract liabilities include outstanding claim reserve (OCR) including liability recognised for incurre
but not reported (IBNR) claims and provision for unearned risk prasiUPR). Insurance contract liabilities
are derecognised when the obligation to pay a claim expires, is discharged or is cancelled.

a. Outstanding claim reserve (OCR)
Outstanding claim reserve is based on the estimated ultimate cost of all claim incutredtisettled at the
reporting date, whether reported or not, together with related claim handling cost and reduction for the

37



Himalayan General Insurance Co. Ltd. Annual Report 2075-76

expected value of salvage and other recoveries. Delays are experienced in naotification and settlement c
certain types of claimgherefore, the ultimate actual cost of the claims cannot be ascertained with certainty
as at the date of statement of financial position.

As required by NFR& dnsurance Contracts, the Company performed liability adequacy test (LAT) with respect
of OCRNn general insurance contracts with the assistance of an external actuary. Liability for OCR is recognis
at higher ofthe liability assessed by actuaryLATor liabilty required under regulatory requirements

b. Incurred but not reported (IBNBaims

Incurred but not reported (IBNR) claims are actuarially computed as required by Ffi&Brénce Contracts.
Liability of IBNR is recognised at higher of the liability assessed by actuary in LAT orréghilied under
regulatory requirementstal5% of net outstanding claims

c. Unearned risk reserve (URR)

Unearned risk reserve includes a provision for unearned premium and any additional provision for premiurr
deficiency. Unearned risk premiums represent premiums received for risks that havetretpped and is
generally released over the term of the insurance contract and is recognised as earned premiums.

As required by NFRS dhsurance Contracts, the Company performed liability adequacy test (LAT) with respect
of URR on general insurance t@aicts with the assistance of an external actuary. Liability for URR is recognised
at higher ofthe liability assessed by actudaryLATor liabilty requiredunder regulatory requirements at 50%

of net premium received

4.10 Financial liabilities

Insurance pgables

Insurance payablagpresentamount payable to agents, local insurance businesses and reinsurance company
for premiums and commission which are unpaid. These amounts are recognised initially at their fair value c
the consideration to be paid. Insamce payables are derecognised when the contractual obligation expires, is
discharged or is cancelled.

4.11 Other liabilities

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of ps
events, andtiis probable that an outflow of resources will be required to settle the obligation and the amount
can be reliably estimated. The carrying amounts of provisions are reviewed at each date of statement o
financial position and adjusted to reflect the cuntébest estimate.

Provisions are measured at the present value of management's best estimate of the expenditure required tc
settle the present obligation at the end of the reporting period.

A disclosure for contingent liabilities is made where therepsssible obligation or a present obligation that
may probably not require an outflow of resources or an obligation for which the future outcome cannot be
ascertained with reasonable certainty. When there is a possible or a present obligation wherelihedik

of outflow of resources is remote, no provision or disclosure is made.

4.12 Revenue recognition

a. Gross premiums

Gross premiums comprise the total premium received or receivable for the whole period of cover provided by
insurance contract entered into during the financial year. Gross premium is generally recognised upor
inception of the insurance contract policy. Upimception of the contract, premiums are recorded as and are
earned primarily on a proate basis over the term of the coverage of related insurance contract.
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Unexpired risk reserve are those proportions of premiums written in a financial year thae telatriods of

risks after the reporting date. Unexpired premiums are calculated on 365 days basis for all insurance contrac
having an insurance coverage period of one year. However, in the case of marine cargo policies, having
insurance coverage ped of less than one year, unearned premiums are calculated on 365 days basis of the
insurance contract and where the insurance coverage is for a period of more than one year or in the absenc
of data required, unearned premiums are calculated at 50%eftioss premiums.

The proportion attributable to subsequent periods is deferred as provision for unexpired risk reserve which is
included under liabilities.

b. Premiums ceded teeinsurers

Gross reinsurance premiums on insurance contracts are recognisedeaganse on the earlier of the date
when the premiums are payable or when the policy becomes effective. Reinsurance premiums are based ¢
the rates agreed with reinsurers.

c. Fees and commission income

Fees and commission income earned during the finarygat arising on premium ceded to reinsurers are
recognised when the related service is performed in accordance with the insurance contract. The portion o
fees and commission income for which the insurance contact is not expired is deferred and amoréised o
the period in with the related revenues are earned.

d. Investment income
i. Interestincome

Interest income is recognised as it accrues, using the effective interest method.
ii. Dividend income

Dividend income from investments in equity instrumeatsd from investment in units of mutual funds
recognised when the right to receive dividend is established.

e. Foreign currency transactions

Foreign currency transactions are translated into the fuor@i currency using the exchange rates at the date

of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions a
from the translation of monetary assets and liabilities denominated in foreign currenciearatyd exchange

rates are recognised in statement of profit or loss.

4.13 Benefits and claims

a. Gross benefits and claims

Claims include all claims occurring during the financial year, whether reported or not together with claims
handling costs that ardirectly related to the processing and settlement of claims, a reduction for the value
of salvage and other recoveries, and any adjustments to claims outstanding from previous years. Clain
outstanding are assessed by review of individual claim files atich&ing changes in the ultimate cost of
settling claims.

The provision in respect of claims incurred but not reported (IBNR) is actuarially determined based on the pa:
experience and trends. The provisions for claims are fairly stated on the basis mifformation currently

available, the ultimate liability will vary as a result of subsequent information and events which may result in
adjustments to the amount reported. Such amounts are recorded and reflected in such subsequent periods.

b. Claims recoved from reinsurers

Claims recovered from reinsurers are recognised when the related gross insurance claim is recognise
according to the terms of the relevant insurance contract.

4.14 Leases

Leases are classified as finance lease whenever the terms of tleettaasfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.
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Company as lessee
Rentals payable under operating leases are charged tatttement of profit or loss on a straighline basis
over the term of the relevant lease

4.15 Employee benefits

a. Shortterm obligations

Expenses in respect of shaerm benefits are recognised on the basis of amount paid or payable during which
services are rendered by the employees. Liabilities for galad allowances that are expected to be settled
wholly within 12 months after the end of the financial year in which the employees render the related services
are recognised in respect of employees' services up to the end of the reporting period an@asared at

the amounts expected to be paid when the liabilities are settled.

b. Defined contribution plan

These are plans in which the Company paysdafned amounts to publicly administered funds as per local
regulations and does not have any legal ooinfal obligation to pay additional sums. These comprise of
O2yiNROdziA2ya (2 (GKS &d20Alf &aSOdaNRARGEe FdzyR gAGK |
payments to the defined contribution plans are recognised as employee benefit expensesheheme due.

c. Other longterm employee benefit obligations

The liabilities for earned leave are not expected to be settled wholly within 12 months after the end of the
period in which the employees render the related service. They are therefore meaasitbe present value

of expected future payments to be made in respect of services provided by employees up to the end of the
reporting period using the projected unit credit method. Remeasurements as a result of experience
adjustments and changes in actigd assumptions are recognised in Statement of profit and loss. This benefit
is unfunded.

d. Postemployment obligation

¢tKS /2YLIyeQa RSTAYSR o0SYySTAG LXIFya O2YLINARaAS 27
of financial position in respect of defined benefit plans is the present value of the defined benefit obligation
at the end of the reporting periokbss the fair value of plan assets. The defined benefit obligation is calculated
annually by actuaries using the projected unit credit method.

Service costs and net interest expense or income is reflected in the statement of profit or loss. Remeasureme
gains and losses arising from experience adjustments and changes in actuarial assumptions are recognisec
the period in which they occur, directly in other comprehensive income. They are included in OCI reserve ¢
actuarial reserve in the statement ofi@nges in equity and in the statement of financial position. Gratuity is
funded and deposited witkCitizens Investment Trust, towards meeting tinatuity obligation

4.16 Income tax

Income tax comprises of current tax and deferred tax. Current tax ist#ttement of profit or loss is provided

as the amount of tax payable in respect of taxable income for the period using tax rates and tax laws applicab
during the period, together with any adjustment to tax payable in respect of previous years.

Deferred ncome tax is provided in full, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the financial statements. Deferred incom
tax is determined using tax rates that haween enacted or substantially enacted by the end of the reporting
period and are expected to apply when the related deferred income tax asset is realised or the deferrec
income tax liability is settled.

Deferred tax assets are recognised for all deductidteporary differences and unused tax losses only if it is
probable that the future taxable amounts will be available to utilise those temporary differences and losses.
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Deferred tax assets and liabilities are offset when there is a legally enforceaborigfset current tax assets

and liabilities. Current tax assets and tax liabilities are offset where the entity has a legally enforceable rigt
to offset and intends either to settle on a net basis, or to realise the asset and settle the liabilityasimouisly.
Income tax, in so far as it relates to items disclosed under other comprehensive income or equity, are disclose
separately under statement of other comprehensive income or equity, as applicable.

4.17 Dividend distribution

Dividends paid are recoged in the period in which the interim dividends are approved by the board of
directors, or in respect of the final dividend when approved by shareholders.

4.18 Operating Segment

Operating segments are reported in a manner consistent with the internal rigygpgrovided to the chief
operating decision maker (CODM). The CODM, who is responsible for allocating resources and assess
performance of the operating segments, has been identified as the management team of the Company
comprising of the chief executvofficer and various department heads.

The Company has identified the following line of insurance business as separate segment

A Fire

Marine

Motor

Engineering

Aviation

Miscellaneous

Agriculture and

Micro

> > > > > >

Segments are organisédsed on business which have similar economic characteristics as well as which exhibi
similarities in nature of products and services offered, the type and class of customer and distribution
methods.

Segments includes total profit distribution of ther@pany to all its line of businesses. The premium income,
reinsurance premium expenses, gross claims and claims recovered from reinsurers, outstanding claims, oth
direct expenses and income, fees and commission income, other operating and adminigxgireses are
allocated to each line of business as per the existing GAAP.

G'yIEEE20FGSR / 2NLR NI GS 9ELISy&asSaé AyOf dzRS NB GBSy dzf
to the enterprise as a whole and are not attributable to segments.
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Amount in Rs.

Cost Depreciation Carrying amount
As at Additions Withdrawals As at Up to For the On withdrawals Up to As at As at
Particulars Ashad 32, 2075 and Ashad 31, 2076 | Ashad 32, 2075 year and Ashad 31, 2076 | Ashad 31, 2076 | Ashad 32, 2075
{July 16, 2018) adjustments {July 16, 2019) | {July 16, 2018) adjustments {July 16, 2019) | (July 16, 2019) | {July 16, 2018)
5A. PROPERTY, PLANT AND EQUIPMENT|
Freehold lands 16,930,121 - - 16,930,121 - - - - 16,930,121 16,930,121
Building 20,391,596 - - 20,391,596 9,511,308 232,840 - 9,744,148 10,647,448 10,880,288
Leasehold property 3,606,748 1,730,452 - 5,337,200 602,910 855,972 - 1,458,882 3,878,318 3,003,838
Furniture and fixtures 9,620,162 1,541,850 3,275,765 7,886,247 6,004,568 573,353 3,221,073 3,356,848 4,529,399 3,615,594
Computers 7,661,240 1,104,354 1,530,655 7,234,939 4,563,007 1,017,227 1,530,655 4,043,579 3,185,360 3,098,233
Office equipment 5,826,729 676,218 1,464,358 5,038,589 4,252,407 530,403 1,432,747 3,350,063 1,688,526 1,574,322
Other assets 128,319 - 128,319 - 68,257 10,861 79,113 - - 60,062
Vehicles 17,599,018 12,012,068 5,444,054 24,167,032 8,889,265 2,026,591 4,931,074 5,984,782 18,182,250 8,709,753
Total 81,763,933 17,064,942 11,843,151 86,985,724 33,891,722 5,247,247 11,194,667 27,944,302 50,041,422 47,872,211
5B. CAPITAL WORK-IN-PROGRESS 600,000 3,835,651 - 4,435,651 - - - - 4,435,651 600,000
5C. INTANGIBLE ASSETS
Capitalised software 1,336,000 2,520,000 1,910,000 1,946,000 624,830 375,092 790,459 209,523 1,736477 711,110
Total 1,326,000 2,520,000 1,910,000 1,946,000 624,390 375,002 790,459 209,523 1,736,477 711,110
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Amount in Rs.

Cost Depreciation Carrying amount
As at Additions Withdrawals As at Up to For the On withdrawals Up to As at As at
Particulars Ashad 31, 2074 and Ashad 32, 2075 | Ashad 31, 2074 year and Ashad 32, 2075 | Ashad 32, 2075 | Ashad 31, 2074
{July 15, 2017) adjustments {July 16, 2018) {July 15, 2017) adjustments {July 16, 2018) {iuly 16, 2018) {July 15, 2017)

5A. PROPERTY, PLANT AND EQUIPMENT|

Freehold lands 16,930,121 - - 16,930,121 - - - - 16,930,121 16,930,121

Building 20,391,596 - - 20,391,596 9,278,467 232,841 - 9,511,308 10,880,288 11,113,129

Leasehold property 1,657,884 1,948,864 - 3,606,748 165,824 437,086 - 602,510 3,003,338 1,492,060

Furniture and fixtures 8,023,406 1,596,756 - 9,620,162 5,542,103 462,465 - 6,004,563 3,615,594 2,481,303

Computers 6,077,149 1,584,091 - 7,661,240 3,474,085 1,088,922 - 4,563,007 3,098,233 2,603,064

Office equipment 4,944,338 882,391 - 5,826,729 3,575,005 677,402 - 4,252,407 1,574,322 1,369,333

Other assets 128,319 - - 128,319 57,396 10,861 - 68,257 60,062 70,923

Vehicles 15,205,641 2,524,704 131,327 17,599,018 7,742,437 1,248,319 101,491 8,889,265 8,709,753 7,463,204
Total 73,358,454 8,536,306 131,327 81,763,933 29,835,317 4,157,896 101,491 33,891,722 47,872,211 43,523,137
5B. CAPITAL WORK-IN-PROGRESS - 600,000 600,000 - - - - 600,000 -
5C. INTANGIBLE ASSETS

Capitalised software 1,336,000 - - 1,336,000 371,467 253,423 - 524,890 711,110 964,533
Total 1,336,000 - - 1,336,000 371,467 253,423 - 624,890 711,110 964,533
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Amount in Rs.

As at As ot
Ashad 31, 2076 Ashad 32, 2075
(Iuly 16, 2019) (iuly 16, 2018)
6. DEFERRED TAX ASSETS (MET)

Deferred tax assets
On intangible assets 306,757 -
On gratuity 13,323,946 15,139,337
On earned leave 1,602,033 1,238,633
On operating lease liability 345,761 -
On incurred but not reported claims 5,517,703 22,658,294
On reinsurance asset on unexpired risk reserve (URR) provi - 42,257,330
On deferred commission income 16,878,932 14,190,821
On investment in egquity instruments - 250,832

37,075,132 05,735,247

Deferred tax liabilities
On property plant and equipment (1,191,237) (405,764)
On intangible assets - (5,333)
On unexpired risk reserve (URR) provision - (39,050,372)
On deferred fees and commission expenses (1,666,270) (1,762,314)
On investment in equity instruments (524,7383) -
On investment in units of mutual funds (82,912) (386,672)

(3,865,202) (41,610,455)
Total 34,109,930 54,124,792
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Amount in Rs.

Deferred tax assets
On gratuity
On earned leave
On intangible assets
On operating lease liability
On outstanding claims (OCR) provision
On incurred but not reported claims
On reinsurance asset on URR provision
On deferred commission income

Total deferred tax assets

Deferred tax (liabilities)
On property plant and equipment
On unexpired risk reserve (URR) provisior
On reinsurance asset on OCR provision
On deferred fees and commission expens
On investment in equity instruments
On investment in units of mutual funds

Total deferred tax (liabilities)

Deferred tax assets - Net

For the year ended on Ashad 32, 2075 (July 16, 2018)

Deferred tax assets
On gratuity
On earned leave
On outstanding claims (OCR) provision
On incurred but not reported claims
On reinsurance asset on URR provision
On deferred commission income
On investment in equity instruments

Total deferred tax assets

Deferred tax (liabilities)
On property plant and equipment
On intangible assets
On unexpired risk reserve (URR) provisior
On reinsurance asset on OCR provision
On deferred fees and commission expens
On investment in units of mutual funds

Total deferred tax (liabilities)

Deferred tax assets - Net

Opening Recognized in Recognized in Closing
balance profit or loss ocl balance
15,139,337 {190,173) {1,625,218) 13,323,946
1,238,633 363,400 - 1,602,033
(5,333) 312,050 - 306,757
- 345,761 - 345,761
22,658,294 {17,140,591) - 5,517,703
42,257,330 (42,257,330) - -
14,190,821 2,688,111 - 16,878,932
95,479,082 (55,878,732) (1,625,218) 37,975,132
{405,764) (785,473) - {1,191,237)
(39,050,372) 39,050,372 - -
(1,762,314} 96,044 - (1,666,270)
250,832 - {1,175,615) (924,783)
(386,672) - 303,760 (82,912)
{41,354,290) 38,360,943 (871,855) (3,865,202)
54,124,792 (17,517,789) (2,497,073) 34,109,930
Amount in Rs.
Opening Recognized in Recognized in Closing
balance profit or loss ocl balance
10,750,446 1,233,547 3,155,344 15,139,337
1,314,339 (73,708) - 1,238,633
150,000 {150,000) - -
20,755,389 1,902,905 - 22,658,294
- 42,257,330 - 42,257,330
14,770,413 (579,592 - 14,190,821
(2,205,945) - 2,456,777 250,832
45,534,642 44,588,484 5,612,121 95,735,247
{341,499} {54,265) - (405,764)
- (5,333) - (5,333)
- (39,050,372) - (29,050,372)
{149,577} 149,577 - -
(2,233,044} 470,730 - {1,762,314)
{154,300) - (232,372) (386,672)
(2,878,420} (38,499,663) (232,372) (41,610,455)
42,656,222 6,088,821 5,379,749 54,124,792
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MOTES TO THE FINANCIAL STATEMENTS

Amount in Rs,

As at As at
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
7. FINAMNCIAL ASSETS
7.1 FINANCIAL ASSETS AT AMORTISED COST
Fixed deposits with:
Commercial banks 1,667,000,000 1,700,500,000
Development banks 68,500,000 56,500,000
Finance companies 7,500,000 1,000,000
Accrued interest on fixed deposits with:
Commercial banks 9,756,729 7,338,160
Development banks 333,711 333,711
Finance companies - -
Total 1,752,000,440 1,765,671,871
Notes:
1 The rate of interest on fixed deposits ranges from 9% to 12% (2074-73: 7 % to 12.50% ) for deposits with

commercial banks, 10.50% to 13% (2074-75: 10.50% to 12.50%) for deposits with development banks and
10.75% to 11% {2074-75: 12.50%; 2073-74: 13%) for deposits with finance companies.

Fixed deposits maturing within 12 months for the date of statement of financial position amounts to

Rs. 1,253,000,000 (2074-75: Rs. 1,340,500,000) and balance Rs. 430,000,000 {2074-75: Rs. 417,500,00)
matures after 12 months from the date of statement of financial position.

Fixed deposits of Rs. 635,000,000 (2074-75: Rs. 1,130,000,000; 2073-74: Rs. 485,000,000} has been
earmarked and placed with Insurance Board.

7.2 FINANCIAL ASSETS MEASURED AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

Investments in equity instruments - quoted (note 8.1) 55,694,639 39,754,081
Investments in equity instruments - unquoted (note 8.2) 162,016,800 112,911,700
Investments in mutual funds - quoted (note 8.3) 17,267,744 18,280,278
Total 234,979,183 170,946,059
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Armount in Rs.

As at

Ashad 31, 2076
(July 16, 2019)

Cost

Fair value

As at
Ashad 32, 2075
(July 16, 2018)

Cost

Fair value

7.2.1 INVESTMENTS IN EQUITY INSTRUMENTS - QUOTED
Measured at fair value through other comprehensive income
Janata Bank Ltd
15,675 nos. of ordinary shares of Rs. 100 each

Ciwvil Bank Ltd
3,066 nos. of ordinary shares of Rs. 100 each

Global IME Bank Ltd
2,646 nos. of ordinary shares of Rs. 100 each
(2074-75: 2,281 nos. of ordinary shares of Rs. 100 each)

Mega Bank Ltd
6,124 nos. of ordinary shares of Rs. 100 each
(2074-75: 5,475 nos. of ordinary shares of Rs. 100 each)

Jalabidhyut Lagani Bikas Co. Ltd.
1,592 nos. of ordinary shares of Rs. 100 each
(2074-75: 1,448 nos. of ordinary shares of Rs. 100 each)

Nepal Investment Bank Ltd.
24,784 nos. of ordinary shares of Rs. 100 each
(2074-75: 19,306 nos. of ordinary shares of Rs. 100 each)

Mero Micro Finance Bittiya Sanstha Ltd.
135 nos. of ordinary shares of Rs. 100 each
(2074-75: 58 nos. of ordinary shares of Rs. 100 each)

Bank of Kathmandu Ltd.
24,658 nos. of ordinary shares of Rs. 100 each
(2074-75: 12,447 nos. of ordinary shares of Rs. 100 each)

zens Bank International Limited

1,502 nos. of ordinary shares of Rs. 100 each
(2074-75: 1,450 nos. of ordinary shares of Rs. 100 each)

rNepal SBI Bank Ltd.
1,862 nos. of ordinary shares of Rs. 100 each
(2074-75: 1,773 nos. of ordinary shares of Rs. 100 each)

NIC Asia Bank Ltd.
390 nos. of ordinary shares of Rs. 100 each
(2074-75: 355 nos. of ordinary shares of Rs. 100 each)

MNepal Life Insurance Company Ltd.
1,589 nos. of ordinary shares of Rs. 100 each

Sanima Bank Ltd.
8.008 nos. of ordinary shares of Rs. 100 each

Standard Chartered Bank Ltd.
2,574 nos. of ordinary shares of Rs. 100 each

Butwal Power Company Ltd.
3,786 nos. of ordinary shares of Rs. 100 each
(2074-75: 2,442 nos. of ordinary shares of Rs. 100 each)

Gandaki Bikash Bank Ltd.
1,188 nos. of ordinary shares of Rs. 100 each

Nepal Telecom
3,600 nos. of ordinary shares of Rs. 100 each

Laxmi Bank Ltd
2 nos. of ordinary shares of Rs. 100 each

Nerude Laghubitta Bikash Bank Ltd
196 nos. of ordinary shares of Rs. 100 each
(2074-75: 171 nos. of ordinary shares of Rs. 100 each)

NMB Bank ltd
18,990 nos. of ordinary shares of Rs. 100 each
(2074-75: 359 nos. of ordinary shares of Rs. 100 each)

Prime Commercial Bank
2,698 nos. of ordinary shares of Rs. 100 each
(2074-75: 500 nos. of ordinary shares of Rs. 100 each)

Prime Life insurance company Itd
112 nos. of ordinary shares of Rs. 100 each

Shangrila Development Bank Ltd
551 nos. of ordinary shares of Rs. 100 each
(2074-75: 530 nos. of ordinary shares of Rs. 100 each)

Siddhartha Bank Ltd
3,688 nos. of ordinary shares of Rs. 100 each
(2074-75: 2,000 nos. of ordinary shares of Rs. 100 each)

Swabalamban Laghubitta Bitya Sanstha Ltd
125 nos. of ordinary shares of Rs. 100 each
(2074-75: 100 nos. of ordinary shares of Rs. 100 each)

Himalayan Bank Ltd.
798 nos. of ordinary shares of Rs. 100 each
(2074-75: 760 nos. of ordinary shares of Rs. 100 each)

rNepal Bank Ltd.
20,664 nos. of ordinary shares of Rs. 100 each
(2074-75: 6,164 nos. of ordinary shares of Rs. 100 each)

Sunrise Bank Ltd
2,988 nos. of ordinary shares of Rs. 100 each

MNCC Bank Ltd
2,000 nos. of ordinary shares of Rs. 100 each

mMabil Bank Ltd. Promoter Share
347 nos. of ordinary shares of Rs. 100 each

1,098,600

233,400

392,229

456,800

144,800

13,629,012

10,900

7,625,292

507,937

887,101

170,602

1,497,680

2,818,423

2,393,867

1,550,724

312,493

2,614,938

159,108

5,279,350

1,059,562

62,523

79,240

1,072,160

140,816

409,687

6,483,143

{2074-75: 309 nos. of ordinary shares of Rs. 100

Total

3,354,450

A84,428

780,570

1,304,412

256,312

12,808,632

71,820

6,287,790

336,448

873,278

174,720

1,431,689

2,786,784

1,755,468

1,548,474

256,608

2,494,800

92,120

7,254,180

1,028,044

49,168

87,609

1,172,784

109,375

440,496

6,943,104

1,098,600

239,400

392,229

456,800

144,800

12,542,133

4,100

5,435,297

507,937

887,101

170,602

1,497,680

2,818,423

2,393,867

1,550,724

312,493

2,614,938

541

159,108

1,297,998

1,059,562

62,523

79,240

1,072,160

140,816

409,687

2,215,096

2,602,050

475,230

677,705

936,225

233,128

12,414,076

60,030

3,758,994

350,900

884,727

125,965

1,430,100

2,642,640

1,827,540

1,514,480

243,540

2,638,800

108,927

1,217,597

1,122,088

59,360

£3,210

1,093,238

124,000

413,440

1,806,052

569,306 741,024 569,306 687,240
488,771 492,000 - -
256,974 277,600 256,974 212,283
each)
52,612,029 55,604,639 40,590,186 30,754,081
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Amount in Rs.

As at As at
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
Cost Fair Value Cost Fair Value
7.2.2 INVESTMENTS IN EQUITY INSTRUMENTS - UNQUOTED
Measured at fair value through other comprehensive income
Mepal Reinsurance Company Limited 161,816,800 161,816,800 112,911,700 112,911,700
1,618,168 nos. of ordinary shares of Rs. 100 each
{2074-75: 1,129,117 nos. of ordinary shares of Rs. 100 each)
Insurance Institute of Nepal
2,000 nos. of ordinary shares of Rs. 100 each 200,000 200,000 - -
Total 162,016,800 162,016,800 112,911,700 112,911,700
7.2.3 INVESTMENTS IN MUTUAL FUND - QUOTED
Measured at fair value through other comprehensive income
NMEB Sulav Fund 2,610,000 2,824,020 2,610,000 3,275,550
261,000 nos. of units of Rs. 10 each
NMB Hybrid Fund 1,577,400 1,582,132 1,577,400 1,429,124
157,740 nos. of units of Rs, 10 each
Nabil Equity Fund 1,126,490 1,051,015 1,126,490 991,311
112,649 nos. of units of Rs. 10 each
Siddhartha Equity Fund 9,677.480 9,764,577 9,677.480 10,703,293
967,748 nos. of units of Rs. 10 each
Citizens Mutual Fund -1 1,000,000 1,018,000 1,000,000 950,000
100,000 nos. of units of Rs. 10 each
NIC Asia Growth Fund 1,000,000 1,028,000 1,000,000 931,000
100,000 nos. of units of Rs. 10 each
Total 16,991,370 17,267,744 16,991,370 18,280,278
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Amount in Rs,

As at Asat
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
8. OTHER FINANCIAL ASSETS
Insurance Receivables
Due from other insurance companies 55,091,664 63,639,534
Due from reinsurers 297,099,862 574,267,065
Sundry debtors 10,088,647 33,535,387
Others
Employee advances 468,445 -
Deposits 260,000 3,590,000
Claims paid in advance 412,500 412,500
Others - 280,000
Less: allowance for unrealized cheques (917,585) -
Less: allowance for doubtful due from reinsurers (163,180,010} (162,554,916)
Less: allowance for doubtful assets - (280,000)
Total 199,323,523 512,889,570
9. REINSURAMNCE ASSETS
On reinsurance ceded on outstanding claim 1,404,597,099 1,414,718,015
On reinsurance ceded on unexpired risk reserve 606,340,050 306,517,891
Total 2,010,937,149 1,721,235,906
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Amount in Rs,

As at Asat
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
10. OTHER ASSETS
Stamps on hand 71,130 43,557
Deferred fees and commission expenses 5,554,233 5,874,379
Total 5,625,363 5,917,936
11. EMPLOYEE BEMNEFIT ASSETS
Gratuity 5,965,031 2,454,425
Total 5,965,031 2,454,425
12. CURRENT TAX ASSETS (NET)
Advance income tax 92,577,272 85,233,473
Less: current tax liabilities (83,633,469 (65,571,522)
Total 8,043,803 19,661,951
13. CASH AND CASH EQUIVALENTS
Cash on hand 459,879 429,443
In current accounts with:
Commercial banks 122,136,928 56,719,326
Development banks 1,616,960 361,672
Finance companies 9,851 -
In call deposits with:
Commercial banks 198,257,800 18,010,106
Development banks 2,737,442 3,143,356
Finance companies 417,920 218,768
Total 325,766,780 78,888,171
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Amount in Rs,

As at
Ashad 31, 2076
{July 16, 2019)

As at
Ashad 32, 2075
{July 16, 2018)

14. SHARE CAPITAL
Authorised
20,000,000 nos. of ordinary shares of Rs. 100 each

Issued
10,272,000 nos. of ordinary shares of Rs. 100 each

Paid up
10,272,000 nos. of ordinary shares of Rs. 100 each, fully paid

Total

14.1 RECONCILIATION OF NUMBER OF SHARES OUTSTANDING

At the beginning of the year
Add: ordinary shares issued as right shares during the year
At the end of the year

2,000,000,000

2,000,000,000

1,027,200,000

1,027,200,000

1,027,200,000

1,027,200,000

1,027,200,000 1,027,200,000
As at As at
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
10,272,000 3,852,000
- 6,420,000
10,272,000 10,272,000

14.2 RIGHTS, PREFERENCE AND RESTRICTIONS ATTACHED TO EQUITY SHARES:
The Company has two class of equity shares having face value of Rs. 100 per share classified into promoter
shares and public shares. Each holder of the equity shares is entitled to one vote per share. The dividend
proposed by the board of directors is subject to the approval of the shareholders in the ensuing annual

general meeting, except in the case of interim dividend.
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14.3 SHARE STRUCTURE ON THE BASIS OF OWNERSHIP

As at Asat
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
No of % of No of % of
Shares Ownership Shares Ownership
A. Promotors
Mepalese organised entities - 0.00% - 0.0:0%
Mepalese Citizen 5,238,720 51.00% 5,238,720 51.00%
Foreigner - 0.00% - 0.0:0%
Total of A 5,238,720 51.00% 5,238,720 51.00%
B Others
General public 5,033,280 49.00% 5,033,280 45.00%
Total of B 5.033,280 49.00% 5,033,280 49.00%
Total 10,272,000 100.00% 10,272,000 100.00%

14.4 DETAILS OF SHARE HOLDERS HOLDING 1% OR MORE OF TOTAL SHARE CAPITAL

Name of Shareholders As at As at
Ashad 31, 2076 Ashad 32, 2075
{July 16, 2019) {July 16, 2018)
% of % of
Amount . Amount .
Ownership Ownership
Raj Krishna Shrestha 102,867,700 10.01% 102,867,700 10.01%
Shubarna Krishna Shrestha 104,049,200 10.13% 104,049,200 10.13%
Bikram Krishna Shrestha 121,910,400 11.87% 121,910,400 11.87%
Mahendra Krishna Shrestha 141,733,600 13.80% 141,733,600 13.80%
Binod Krishna Shrestha 104,205,900 10.14% 104,205,900 10.14%
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Amount in Rs,
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As at As at
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) {July 16, 2018)
15. RESERVES AMD SURPLUS
Insurance fund (note 15.1) 476,337,405 373,824,944
Catastrophe reserve (note 15.2) 42 723,770 32,854,392
Retained earnings (note 15.3) 46,946,684 (59,395,502)
Total 566,007,859 347,283,834
16. OTHER RESERVES
Insurance reserve 30,000,000 30,000,000
Regulatory reserve 34,805,146 -
Deferred tax reserve 40,330,436 57,848,275
OCl Reserve
Fair value reserve 2,351,289 316,963
Actuarial reserve 12,163,342 8,371,168
Total 119,650,263 96,536,406
17. INSURAMNCE CONTRACT LIABILITIES
QOutstanding claims (note 17.1) 1,499,043,933 1,526,247,757
Incurred but not reported claims (note 17.2) 32,559,363 92,257,110
Gross unexpired risk reserve (note 17.3) 750,463,872 483,525,087
Total 2, 282,067,173 2,102,029,954
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Amaount in Rs,

As at As at
Ashad 31, 2076 Ashad 32, 2075
{July 16, 2019) {July 16, 2018)

17.1 OUTSTANDING CLAIMS
Outstanding claims reserve (OCR) is total of all claims that have been intimated and taken on record
up to the date of statement of financial position and are yet to be settled. OCR is recognised at
higher of the liability assessed by actuary in liability adequacy test (LAT) or liability required under

regulatory requirements.
The liability recognised for OCR is as follows:

OCR as per LAT
Fire 41,600,000 29,199,736
Marine 3,357,200 11,111,550
Motor 83,814,860 99,830,230
Engineering 1,038,886,500 1,142,625,000
Aviation - 3,897,898
Miscellaneous 219,882,188 224,779,500
Agricultural 5,134,500 2,896,500
Micro - -
Total OCR as per LAT 1,392,675,248 1,514,340,454
Total OCR as per GAAP 1,499,043,932 1,526,247,757
Total OCR recognised at higher of LAT or GAAP 1,499,043,032 1,526,247,757
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Amount in Rs.

As at

Ashad 31, 2076
(July 16, 2019)

Ashad 32, 2075
(luly 16, 2018)

17.2 INCURRED BUT NOT REPORTED

Incurred but not reported (IBNR) is a reserve account for claim and / or events that have transpired
but have not yet been reported. This reserve is estimated by actuary. IBNR is recognised at higher of
the liability assessed by actuary in liability adequacy test (LAT) or liability required under regulatory
requirements at 15% of net outstanding claims.
The liability recognised for IBMR is as follows:

IBMR as per LAT
Fire
Marine
Motor
Engineering
Aviation
Miscellaneous
Agricultural
Micro

Total IBNR as per LAT
Total IBNR as per GAAP

IBMR recognised at higher of LAT or GAAP
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1,035,409 16,445,405
537,750 578,266
27,537,471 12,360,909
574,346 20,089,410

- 11,870,337
1,937,284 15,672,166
937,108 15,240,617
32,559,368 92,257,110
14,167,026 23,142,421
32,559,368 92,257,110
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Amount in Rs,

As at As at
Ashad 31, 2076 Ashad 32, 2075
{July 16, 2019) {July 16, 2018)

17.3 UNEXPIRED RISK RESERVE

Unexpired risk reserve (URR) is the liability related with gross premium income that is not

related with the current year and is deferred for recognition to income in next period. URR
is recognised at higher of the liability assessed by actuary in liability adequacy test (LAT) or

liability required under regulatory requirements at 50% of net premium received.
The liability recognised for URR is as follows:

URR as per LAT
Fire
Marine
Maotor
Engineering
Aviation
Miscellaneous
Agricultural
Micro

Total URR as per LAT
Less: Reinsurance assets on URR as per LAT

Met URR as per LAT Report [A]
Met URR as per GAAP [B]

Higher of [A] or [B]
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58,039,311 51,829,112
11,894,415 8,519,078
118,423,745 122,824,486
93,981,464 41,782
57,348,892 41,400,529
285,373,184 240,770,769
5,208,234 18,133,876
122,705 5,455
630,391,950 483,525,087
500,729,120 306,517,891
129,662,830 177,007,196
144,123,822 166,317,336
144,123,822 177,007,196
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Amount in Rs,

As at Asat
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
18. FINANCIAL LIABILITIES
Insurance payables
Payable to insurance agents 2,264,926 494,231
Payable to other insurance companies 54,939,860 52,699,824
Payable to reinsurers 407,232,906 607,071,347
Insurance levy payable 14,590,319 11,909,766
Others
Sundry creditors 10,208,853 10,026,017
Deposit premium 289,704 381,870
Unpaid dividend 26,158 114,152
Total 489,602,726 682,607,207
19. OTHER LIABILITIES
Staff Bonus 32,071,762 20,209,115
Operating lease liablity 1,152,537 -
Deferred commission income 56,263,107 47,302,735
TDS payable 5,968,053 4,595,070
VAT Payable 22,339,025 12,698,766
Total 117,794,484 84,805,686
20. EMPLOYEE BENEFIT OBLIGATIONS
Earned Leave 5,340,110 4,128,778
Total 5,340,110 4,128,778
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Amount in Rs.

For the year ended For the year ended
Ashad 31, 2076 Ashad 32, 2075
{July 16, 2019) {July 16, 2018)
21. NET PREMIUM
Gross premium on insurance contracts (note 21.1) 1,459,031,800 1,190,5976,569

Premium ceded to reinsurers (note 21.2)

Met premiums

21.1 GROSS PREMIUM

(1,179,814,582)

(862,156,510)

The premium income for the financial year by line of business is as follows:

Fire

Marine

Maotor
Engineering
Aviation
Miscellaneous
Agricultural
Micro

Total

21.2 PREMIUM CEDED TO REINSURERS

279,217,218 328,820,059
120,957,632 122,482,519
34,794,656 22,627,130
242,989,593 248,108,766
257,366,542 236,990,487
310,641,808 197,023,890
464,030,362 325,413,059
27,838,279 38,278,788
412,928 51,930
1,459,031,800 1,190,976,569

The premium ceded to reinsurers during the financial year by line of business is as follows:

Fire

Marine

Maotor
Engineering
Aviation
Miscellaneous
Agricultural
Micro

Total
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117,112,048 120,451,766
28,537,378 15,598,714
52,168,842 14,108,808

253,611,039 233,095,864

308,023,220 195,436,992

398,091,596 252,841,336
22,270,459 30,623,030

1,179,814,582 862,156,510
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Amount in Rs.

For the year ended For the year ended
Ashad 31, 2076 Ashad 32, 2075
{1uly 16, 2019) {1uly 16, 2018)
22. FEES AND COMMISSION INCOME
Reinsurance commission income 198,302,137 150,356,809

Deferred reinsurance commission income

(56,263,107)

(47,302,735)

Total

23. INVESTMENT INCOME
Interest income on fixed deposits - carried at amortised costs
With commercial banks
With developments banks
With finance companies
Interest income on short term deposits banks and finance
Dividend income
From equity instruments measured at FVTOCI
From units of mutual funds measured at FVTOCI

Total

24. NET REALISED GAINS / (LOSSES)
Gain on sale of investment in equity instruments
Loss on sale of investment in equity instruments

Total

142,039,030 103,054,074
167,733,907 135,801,768
6,983,235 9,576,857
278,716 210,438
3,404,322 2,346,726
1,609,854 301,685
549,474 549,474
180,559,508 148,786,948
- 1,829,669

- 1,829,669
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Amount in Rs.

For the year ended For the year ended

Ashad 31, 2076 Ashad 32, 2075

(July 16, 2019) (July 16, 2018)

25. OTHER INCOME

Gain/(loss) on property, plant and equipment sold (net) (329,884) 28,273
Liabilities written back - 336,292
Foreign exchange gains - 6,121,351
Other direct income (note 25.1) 1,553,190 1,405,830
Other income 1,773,133 8,248,864
Total 2,996,439 16,140,610

25.1 OTHER DIRECT INCOME

Other direct income for the financial year by line of business is as follows:

Fire

Marine

Maotor
Engineering
Aviation
Miscellaneous
Agricultural
Micro

Total
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101,090 63,390
24,930 28,560
893,260 850,200
3,820 3,280

40 40
457,880 378,350
68,870 80,150
3,240 1,360
1,553,190 1,405,830
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Amount in Rs.

For the year ended For the year ended
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
26. GROSS BENEFITS AND CLAIMS PAID
Gross benefits and claims paid (note 26.1) 941,894,017 3,497,097,980
Claims recovered from reinsurers (note 26.2) (766,721,349) (3,329,192,336)
Met benefits and claims paid 175,172,668 167,905,644

26.1 GROSS BENEFITS AND CLAIMS PAID
Benefits and claims paid for the financial year by line of business is as follows:

Fire 12,279,930 157,186,500
Marine 8,928,660 5,969,479
Motor 111,152,713 96,851,231
Engineering 3,019,700 426,857,831
Aviation 683,439,972 246,778,637
Miscellaneous 80,529,447 2,526,249,855
Agricultural 42,107,265 37,204,441
Micro 436,330 -
Total 041,894,017 3,497,097,980

26.2 CLAIMS RECOVERED FROM REINSURERS

Claims recovered from reinsurers for the financial year by major classes of business is as follows:

Fire

Marine

Maotor
Engineering
Aviation
Miscellaneous
Agricultural
Micro

Total

27. CHAMGES IN INSURANCE CONTRACT LIABILITIES
Gross insurance contract liabilities (note 17)
Reinsurance assets (note 10)

Met insurance contract liabilites

Change in insurance contract liabilities

11,687,285 142,359,631
5,190,976 4,141,062
8,477,380 6,317,042
1,775,459 424,772,398

682,926,819 246,158,440
22,977,618 2,475,682,911
33,685,812 29,760,852

766,721,349 3,329,192,336

2,282,067,173

(2,010,937,149)

2,102,029,954
{1,721,235,906)

271,130,024

380,794,048

109,664,024

(80,860,047)
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Amount in Rs.

62

For the year ended For the year ended
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
28. OTHER OPERATING AND ADMIMNISTRATIVE EXPENSES
Employee benefit expenses (note 28.1) 108,600,649 82,029,652
Administrative and other expenses [note 28.2) 66,147,251 39,319,432
Depreciation on property, plant and equipment 5,247,247 4,157,896
Amortisation of intangible assets 375,092 253,423
Share capital related expenses (note 28.3) 200,000 993,996
Fees and commission expenses (note 28.4) 14,671,420 15,524,067
Insurance levy (net) (note 28.5) 2,813,860 3,316,762
Other direct expenses (note 28.6) 1,737,862 2,349,241
Loss/{reversal of) allowance for impairment (note 28.7) 1,262,679 (170,000)
Total 201,056,060 147,774,519
28.1 EMPLOYEE BENEFIT EXPEMNSES

Salary and allowances 61,491,981 50,884,391
Contribution to provident fund 3,602,655 3,090,266
Uniform expenses 1,175,400 1,034,462
Training expenses 1,748,474 1,345,842
Staff insurance expenses 1,487,913 1,261,265
Gratuity 3,939,613 2,435,553
Earned leave 3,082,851 1,768,758
Staff bonus 32,071,762 20,209,115
Total 108,600,649 82,029,652
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Amount in Rs.

For the year ended For the year ended
Ashad 31, 2076 Ashad 32, 2075
{Iuly 16, 2019) {July 16, 2018)
28.2 ADMINISTRATIVE AND OTHER EXPENSES
Rent 15,585,910 10,151,966
Water and electricity 2,849,966 2,303,008
Repair and maintenance
a) Building 61,067 89,460
b) Vehicle 630,048 611,754
c} Office equipment 160,183 241,074
d) Others assets 479,081 294,340
Communication 4,324,254 3,651,376
Printing and stationery 3,535,941 2,945,655
Sundry purchase - office equipment 733,721 765,373
Fuel 2,547,557 2,096,631
Travelling (including allowance)
a) National 601,346 605,910
b} International 1,694,388 711,071
Agency training 276,942 162,856
Other agent expenses - -
Insurance expenses 429,764 307,754
Security expenses 697,000 444,600
Legal and consultancy 7,107,385 2,729,408
MNewspaper and books 83,220 102,921
Advertisement and publicity 2,712,893 2,826,097
Business promotion - -
Guest entertainment 1,804,797 1,664,382
Donation - 30,000
Board committee expenses
a) Meeting fees 702,500 639,500
b) Others expenses - -
Other Committee / Sub Committee
a) Meeting fees 217,000 462,000
b) Others expenses - -
Annual general meeting expenses - 755,085
Audit fees and expenses
a) Audit fees 445 000 145,000
by) Tax audit fees - -
c} Long form audit fees 40,000 40,000
d} Others fees 50,000 50,000
e} Internal audit fees 300,000 275,000
f} Other expenses - -
Bank charges 521,161 475,325
Fees and charges 1,738,080 1,258,909
Postage 786,880 465,470
Other expenses
a) Corporate social responsibility expenses 386,835 229,315
b) Foreign exchange losses 5,726,213 -
c} Aviation summit expenses 1,835,785 1,787,762
d) Silver jubliee celebration expenses 3,528,512 -
e) Digital marketing technology expenses 3,366,500 -
f) Micro insurance management expenses 126,762
Total 66,147,251 30,310,482
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Amount in Rs,

For the year ended For the year ended
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)
28.3 SHARE CAPITAL RELATED EXPEMSES
Share registration expenses - -
Share listing expenses - 793,996
Dividend distribution expenses - -
Share related other expenses 200,000 200,000
Total 200,000 003,996
28.4 FEES AND COMMISSION EXPENSES
Agency commission 19,904,095 20,950,400
Reinsurance Commission 321,558 448,046
Deferred fees and commission expenses (3,554,233) (5,874,379)
Total 14,671,420 15,524,067
28.5 INSURANCE LEVY [NET)
Total insurance levy on:
Fire 1,209,576 1,224,825
Marine 347,947 226,271
Motor 2,429,896 2,481,088
Engineering 2,573,665 2,369,905
Aviation 3,100,418 1,970,239
Miscellaneous 4,640,304 3,254,131
Agricultural 278,383 382,788
Micro 4,130 219
Total insurance levy 14,590,319 11,900,766
Recoveries from reinsurers on:
Fire 1,171,120 1,204,463
Marine 285,374 155,708
Motor 200,002 113,002
Engineering 2,536,110 2,331,197
Aviation 3,080,232 1,954,370
Miscellaneous 3,980,916 2,528,034
Agricultural 222,705 306,230
Micro - -
Total recoveries from reinsurers 11,776,459 8,593,004
Met 2,813,860 3,316,762
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Amount in Rs.

For the year ended For the year ended
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)

28.6 OTHER DIRECT EXPENSES
Other direct expenses for the financial year by line of business is as follows:

Fire 101,090 63,890
Marine 24,990 28,560
Motor 893,260 850,200
Engineering 3,820 3,280
Aviation AQ A0
Miscellaneous 124, 880 108,850
Agricultural 504,936 1,294,421
Micro 24,8460 -
Total 1,737,862 2,349,241

28.7 LOSS/(REVERSAL OF) ALLOWAMCE FOR IMPAIRMENT

Loss allowance on other assets 625,094 -
Loss allowance for unrealised cheques 917,585 -
Write back of loss allowance on other assets (280,000) (170,000)
Total 1,262,679 (170,000)
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Amount in Rs.

For the year ended For the year ended
Ashad 31, 2076 Ashad 32, 2075
{July 16, 2019) {July 16, 2018)
29, INCOME TAX EXPENSES
29.1 AMOUNT RECOGNISED IN PROFIT OR LOSS
Current tax
Income tax for the year 23,620,934 65,571,522
Income tax related to previous years 1,097,386 1,501,502
Total current tax 84,718,320 67,073,024
Deferred tax
Deferred tax for the year 17,517,789 (6,088,821}
Total deferred tax 17,517,789 (6,088,821)
Total 102,236,109 60,984,203

20.2 AMOUNT RECOGNISED IN OTHER COMPREHEMNSIVE INCOME

The tax (charge)/credit arising on income and expenses recognised in other comprehensive

income is as follows:
On items that will not be reclassified to profit or loss

Remeasurement of equity instruments and mutual func (871,853) 2,224,405
Actuary gain / (loss) on defined benefit plans (1,625,218} 3,155,344
Total (2,497,073) 5,379,749
20.3 RECONCILIATION OF INCOME TAX EXPENSE AND ACCOUNTING PROFIT
Profit before tax 338,247,491 202,001,150
Income tax at the applicable rate of 30% 101,474,247 60,627,345
Tax effect of amounts which are not deductible /
{included) in calculating taxable income:
Donations - 9,000
Dividend income (482,956) (50,504)
Provision written back (84,000) {51,000)
Provision for doubtful debt 187,528 -
Share issue expenses charged to equity - (1,020,368)
Others 43,904 8,228
Income tax related to previous years 1,087,336 1,501,502
Income tax recognised in profit or loss 102,236,100 60,984,203
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MOTES TO THE FINAMCIAL STATEMENTS
Amount in Rs.

For the year ended For the year ended
Ashad 31, 2076 Ashad 32, 2075
(July 16, 2019) (July 16, 2018)

30. EARNING PER EQUITY SHARE
The company discloses basic and diluted earnings per share (EPS) for its ordinary shares.

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

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary
shares, which comprise share options granted on convertible preference shares, debentures or to employees.
Since that company does not have any convertible instruments and has not granted any options to its
employees, diluted EPS is considered the same as basic EPS. Since the company has not proposed any bonus
shares for the year, restated EPS is not presented.

Profit for the year 236,011,382 141,106,947
Weighted average number of shares 10,272,000 7,651,233
Basic earning per share 22.98 18.44

Restated earning per share
Company has proposed to issue bonus share amounting Rs. 41,088,000 to the exisiting shareholder those
share are considered while calculating the restated earning per share.

Bonus share to be issued cost [A] 41,088,000 -
Share price as on reporting date 350 -
Mumber of bonus share at current share price [B] 117,394 -
Restated share (weighted average no of share outstanding + 10,389,394 7,651,233
Profit for the year 236,011,332 141,106,947
Restated earning per share 22.72 18.44
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31. Dividend

For the year ended Asha8l, 2076 (July 16, 2019), the board of directors of the Company have
recommended and proposed a final dividend of Rs. 3.75 per share amounting to Rs. 38,520,000. Further,
the board of directors have also recommended and proposed issue of bonus sharedop&sshare
amounting to Rs. 41,088,000. The change in dividend (cash from Rs. 56,496,000 to Rs. 38,520,000 and
bonus from Rs. 51,360,000 to Rs. 41,088,000) is due to transfer to regulatory reserve from retained
earning as per directions given by InsuwarBoard on Magh 08, 2076.

32. Staff bonus

Staff bonus has been calculated at lower of profit before bonus and tax as per GAAP and profit before
bonus and tax as per NFRS. For the year ended Ashad 31, 2076 (July 16, 2019), profit before bonus and
tax as per GAAP (Rs. 320,717,620) is lower thait pegbre bonus and tax as per NFRS (Rs. 370,319,253).
Accordingly, bonus of Rs. 32,071,762 as per GAAP has been provided as staff bonus.

33. Risk management framework
33.1 Governance Framework

¢CKS LINRYINE 202SOGAGS 2F (KS tramdalk i ® endureNiatat pvill 1 Yy R F .
be above to continue as a going concern so that is can continue to provide returns to the shareholders
through sustainable achievement of financial performance objective. Key management recognises the
critical importanceof having efficient and effective risk management systems in place.

The board of directors and senior management manages the risks through various committees and
delegated authorities. As part of the important activity within the Company, the risks aiewed on

regular basis and strategies are timely adopted to manage these risks. The risks are identified with clear
understanding of market environment, regulatory environment and economic changes.

33.2 Capital management

The Company manages its capitath the following management objectives and approaches:

A To maintain the minimum paid up capital as required by its regulator, Insurance Board of Nepal.

A To maintain required level of stability for providing a degree of security to the policyholders.

A Toallocab OF LIAGIFE STFAOASy(Gfe GKFG adzZll2NIia GKS RS@
continue to provide returns to the shareholders.

A To maintain financial strength to support new business growth and to satisfy the requirements of the
policyholders regulators and stakeholders.

Operation of the Company are also subject to regulatory requirements of the Insurance Board of Nepal.

The Insurance Board has prescribed minimum paid up capital, solvency margin and investment policy to

minimise risk of insekncy on the part of the insurance companies to meet unforeseen liabilities that may

arise.

The Company maintains the minimum paid up capital of Rs. 1,000,000,000 as per the regulation

prescribed by the Insurance Board. It also maintains solvency andrmergsas per the regulations

prescribed. It maintains a solvency ratio of as per the regulatory requirement.

N

33.3 Insurance risks

The principal risk the Company is subjected under insurance contract is that actual claims and benefits
payments or the timing tereof, may differ from expectations. This is influenced by the frequency of the
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claims, severity of claims, actual benefits paid and subsequent development efelonglaims. The
objective of the Company, is therefore, to ensure that sufficient reseavesavailable to cover these
liabilities.

The risk exposure is mitigated by diversification across portfolio of insurance contracts. The risk is also
mitigated by careful selection and implementation of underwriting guidelines as well as use of reinsurance
arrangements.

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

A Product design risk

A Underwriting risk

A Reinsurance risk

A Claim risk

e. Product design risk

The Company issues general insurance contracts such asnfir@e, motor, engineering, aviation,
miscellaneous, agriculture, micro. The significant risks arising under general insurance portfolio are from
changes in the climate leading to natural disasters, behavioral trends of peoples due the change in their
life styles and steady escalation of costs in respect of motor industry.

The above risk exposure is mitigated by diversification across a large portfolio of insurance contracts and
geographical areas. Variability of risk is improved by careful selection @hehimantation of underwriting
strategies, which are designed to ensure that risks are diversified in the term of type of risk.

¢tKS /2YLIlyeQa AyadaNF yOS Nral o6FlaSR 2y GKS fAyS 27

Line of business For the year ended For the year ended
Ashal 31, 2076 Ashad 32, 2075
(July 16, 209) (July 16, 2018)
Gross written | Concentration| Gross written| Concentration
premium Percentage premium Percentage
Fire 120,957,632 8% 122,482,519 10%
Marine 34,794,656 2% 22,627,130 2%
Motor 242,989,592 17% 248,108,766 21%
Engineering 257,366,542 18% | 236,990,487 20%
Aviation 310,641,808 21% 197,023,890 17%
Miscellaneous 464,030,362 32%| 325,413,059 27%
Agricultural 27,838,280 2% 38,278,788 3%
Micro 412,928 0% 51,930 0%
Total 1,459,031,800 1,190,976,569

f. Underwriting risk

Underwriting involves measuring risk exposure and determining the premium that needs to be charged

to undertake the insurance risk. Underwriting risk generally arise either from an inaccurate assestmen

0KS NR&ala SydrAtSR Ay oNAROGAY3T YR AyadaNI yoS LRfAO
The majority of underwriting risk to which tli@&mpanys exposed is of a shettrm nature, and generally

does not exceed 12 months. ThempanyQa dzy RSNBNAGAyYy 3 AGNF GS3e Avya (2
NAala FINB Sttt RAGSNEAUSR Ay GSNya 2F GKS GeéLlsSsz |
Companyminimises the volatility of its insurance result.

The above risk exposure idtigated by improving the knowledge and skills of the underwriting staffs.

Further, statistical database is maintained to enable proper decisions are taken during underwriting of
insurance risks undertaken. Also, financial authority limits are in plaestterwriting, clearly prescribing

the limits to underwrite based on the sum insured and risk undertaken.
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g. Reinsurance risk

Reinsurance risk refers to the inability of the Company to obtain insurance from reinsurers at the right

time and at the appropriateost.

The above risk exposure is mitigated by choosing globally highly trusted reinsurance companies for
reinsurance placements. The company has reinsurance treaty with the following reinsurance companies:

Name of reinsurers Rating Issuing agency

General Insurance Corporation of India, India A- AM Best

Trust International Insurance and Reinsurance Compi A- AM Best

Bahrain

Zep Re (PTA Reinsurance Company) Nairobi, Kenya B ++ AM Best

Kenya Reinsurance Corporation Ltd., Nairobi, Kenya BBB AM Best

East Africa Reinsurance Corporation Ltd., Nairobi, Ke BB++ AM Best

XL Catlin A AM Best

Royal Insurance Corporation of Bhutan., Bhutan B+ AM Best

Bupa, UK AAA S&P

Sirius International, Bermuda A AM Best

Nepal Reinsurance Company Lidepal Not available Not available
h. Claim risk

Claim risk refers to risk that the actual claims or the timing thereof may differ from expectation and
sufficient reservesnay not beavailable to cover these liabilities

The above risk exposure is mitigatleg implementing strict claim review policies to assess all new and
ongoing claims. Regular detailed review of claims handling procedure and frequent investigation of
possible fraudulent claims are put in place to reduce the risk exposure of the Compangoiitpany
further enforces a policy of actively managing and promptly pursuing claims in order to reduce its
exposure to unpredictable future developments that may negatively impact the business.

The Company seeks to reduce its claim risk through the use of experience actuaries who estimates
actuarial indication of the required reserves be madebased on claims experience, business volume,
anticipated change in the claims environment and claiost.c

33.4 Credit risk

Credit riskis counterparty default risk and includes the risk of failure of financial institutions with which
the Company have placed deposits / investment to meet its contractual obligations, and the failure of
reinsurers to meet claas when they fall due. It also includes risk of default by policyholders on premium
receivables.

¢tKS /2YLIlyeQa LXIFOSYSyid Ay RSold AyaidNdHzySyd I NB
development banks and other financial institutiosit are hdd at amortised cost of R4,753,090,440
(2074-75: Rs.1,765,671,87 1 which are managed and monitored by the investment committee of the
CompanyThe Company carries other financial assets, such as balances withddhrdes;e teemployees

and other receivables. Bank deposits in fixed and other sieont deposit accounts are held with
commercial banksdevelopment bankand other financial institutions having a strong financial position
and taking into account the experience betCompany over time, the counter party risk attached to such
assets is considered insignificant.

Advance to employees and other receivables are monitored on regular basis and is recovered on timely
basis. Allowance for impairment is made for loss incuasskts if any.

Credit risk to external reinsurers appears when insurance exposures are transferred by the Company to
external reinsurance companies to mitigate insurance risks. Potential losses can arise due to non
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recoverability of reinsurance receivabl¢hat are under reinsurance treaties in force. The Company has
selected its reinsurers with high credit rating and reviews their rating periodically. The information of the
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rated reinsurers and taking into account the experience of the Company over time, the counter party risk
attached to insurance receivables is minimal except for receivablRs. 162,554,916 (20%%: Rs.

162,554,916) due from Aation Assets Management Ltd, which has since been discontinued which has

not been recoveredThe company also has receivable of Rs. 625,904 recoverable from local insurance
company under facultative arrangement which has not been recovekéidwance for mpairment for
theseamounts have beemade in the financial statements.
The Company does not have a policy of providing credit facility against issued policy document as per

regulatory restrictions. However, in respect of agriculture insurance, 25% oprérium amount is

recovered at the time of issue of the policy and balance 75% is guaranteed by the Government of Nepal
as subsidy to the farmers which it paid to the Company through the Insurance Board of Nepal. Accordingly,
the counter party risk attaad to the amount due from policyholders is minimal.

33.5 Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with

financial instruments as they fall due.

The Company maintains investment in aatance with the investment policy issued by the Insurance

Board of Nepal. The Company has also invested in highly marketable securities that can be liquidated in
the event of unforeseen contingencies. Further, the investment committee reviews the ligledi| of

investments and takes appropriate actions to improve the liquidity position.

Insurance receivables includes amount receivables from local insurance businesses under local facultative

arrangement and from reinsurers under reinsurance arrangenfi@npaid losses. These are recognised

and measured at fair value of the considerations to be received.
Insurance receivables also includes sundry debtors which are recognised when due and are initially

measured at fair value on the consideration receivableis receivable represents agriculture insurance

policy which are subsidized by the government of Nepal to the extent of 75% of the premium invoiced
amount. Collectability of premiums is reviewed on an ongoing basis.
The following table represents the maity profiles of financial assets and liabilities
As atAshad 31, 2076 (July 16, 2019)

Particulars

Financial assets
Financial assets measurel
at amortised cost
Financial assets measurel
at FVOCI
Other financial assets
Insurancereceivables
Cash and cash equivalent
Totalfinancial assets
Financialliabilities
Insurance payables
Other financial liabilities
Total financial liabilities
Excess liquidity

Notes

14

18
18

0-3 Months

133,590,440

1,140,945

325,766,780
460,498,165

460,498,165

3-12 Months 1-2 Years Over 2 Years
973,500,000, 516,000,000 130,000,000
198,182,578 - -

1,171,682,578 516,000,000 130,000,000

479,078,011 = =
10,524,715 - -

489,602,726 - =

682,079,852 516,000,000, 130,000,000

71

Amount in Rs.

No Stated Total
Maturity
- | 1,753,090,440
234,979,183 234,979,183
1,140,946
198,182,578
325,766,780

234,979,183 2,513,159,926

479,078,011
10,524,715
489,602,726
234,979,183| 2,023,557,200
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As atAshad 32, 2075 (July 16, 2018)

Particulars Notes | 0-3 Months

Financial assets

Financial assets measured 7 362,171,871
at amortised cost
Financial assets measured 8
at FVOCI
Other financial assets 9 4,002,500
Insurance receivables 9
Cash and cash equivalent 14 78,888,171
Total financial assets 445,062,542
Financial liabilities
Insurance payables 18
Other financial liabilities 18
Total financial liabilities
Excess liquidity 445,062,542

33.6 Market risk

Market risk is the riskf possible adverse movements in the value of financial instrument due to change
in market factors, such as interest ratdsreign exchange rates, and equity prices, and will affect the
2 Nbf finenSial BdtrdnmezSsMaket rigk is the dggrég®RianyoE &

[/ 2YLI yeéeQa
A Interest rate risk
A Foreign currency risk
A Price risk

iii. Interest rate risk

AyO02YS

Interest rate risk is the risk that the value of future cash flows of the financial instrument will fluctuate

because of chnges in interest rates.
¢CKS /2YLI yeQa

flows.
iv. Foreign currency risk

3-12 Months

647,500,000

508,887,070
1,156,387,070

672,175,168

10,522,039
682,697,207
473,689,863

SELJ] adz2NB

G2 GKS NRaj
fixed deposits anghortterm deposits with banks and financial institutions. The company monitors its
interest rate risk ora periodic basis by analyzing the movement in interest rate and manages its cash
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Amount in Rs.
No Stated Total
Maturity

1-2 Years Over 2

Years

68,000,000, 688,000,000 1,765,671,871

170,946,059 170,946,059
4,002,500
508,887,070
- - 78,888,171
68,000,000 688,000,000/ 170,946,059 2,528,395,671

672,175,168

10,522,039

- - 682,697,207
68,000,000| 688,000,000/ 170,946,059 1,845,698,464

2F OKlFy3Sa
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Foreign currency risk is the risk that the value of financial instruments will fluctuate due to changes in

foreign exchange rates.

The Company faces minimal risk due to foreign currency since it does not have material assets and
liabilities denominated in foreign currency. The Company maintains dollar account with commercial banks

the balance of which is US$ 934,229.37 equivalent $01R2,165,109(2074-75: US$ 102,504.69

equivalent toRs.11,207,862.
v. Price risk

Price risk is the risk that the value of financial instrument will fluctuate due to changes in the price of the

securities or portfolio of securities.

The Company classifiéts investment portfolio into debt securities, equity instruments and units of

mutual fund. The debts securities are predominantly held in fixed deposits with commercial banks and

other financial institutions and are not traded in the market and the prisk on these securities is
negligible. In respect of investment in equity instrument and units of mutual funds, which are listed and

traded in the market through Nepal Stock Exchange Ltd., the management follows the guidelines as
mentioned in the investm policy and monitors the price of these securities on a regular basis.
The Company holds investment in quoted equity instruments 05&%694,6392074-75: Rs39,754,08)

and in units of mutual fund of R$7,267,744207475: Rs18,280,278. Increas/decrease in the prices
of these securitie®y 10 basis pointsvith all other variables held constangould result a gain / loss of

Rs.7,296,2382074-75: Rs 5,803,436 in other comprehensive income
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33.7 Operational risk
Thisistherisk of directorin@rOG f 2aa I NAaAy3a FTNRY | gARS OFNRSGe@
processes, personnel, technology and infrastructure and from external factors other than credit, market
and liquidity risks, such as those arising from legal and regulatory emgeitts and generally accepted
standard of corporate governance. Operational failures could result in producing misleading financial
information, loss of return, financial penalties from regulators or damage to the reputation of the
Company.
The Company haontrols of effective segregation of duties, access controls, authorisations, training and
assessments procedures. Corporate governance standards are strictly implemented by the board of
directors. Risks from change in regulatory environment, technologynanitored in its strategic planning
and processes.
34. Fair value
The following presents the fair value hierarchy of financial assets and liabilities measured at fair value on
a recurring basis:

Amount in Rs.

Particulars Fair As at As at
value Ashad 3, 207 Ashad 32, 2075
hierarchy (July 16, 209) (July 16, 2018)
(level)

Financial assets
Measured at fair value through OCI

Equity shareg quoted 1 55,694,639 39,754,081
Equity shareg unquoted 3 162,016,800 112,911,700
Units of mutual fundg quoted 1 17,267,744 18,280,278
Subtotal 234,979,183 170,946,059
Measured at amortised cost

Fixed deposits 3 1,753,090,44C 1,765,671,871
Subtotal 1,753,090,440 1,765,671,871
Total financial assets 1,988,069,623 1,936,617,930

The carrying amounts of othefinancial assetsinsurance receivablessash and cash equivalents,
insurance payables and other financial liabilitteee same as their fair values, due to their shirm
nature.

An explanation of eaclevel is provided below:

Level 11 evel 1 hierarchy includes financial instruments measured using quoted prices. This includes listed
equity instruments and units of mutual funds that have quoted price. The fair value of all equity
instruments and units ahutual fund which are traded on the stock exchanges is valued using the closing
price as at the reporting date.

Level 2The fair value of financial instruments that are not traded in an active market is determined using
valuation techniques which maxineishe use of observable market data and rely as little as possible on
entity-specific estimates. If all significant inputs required to fair value an instrument are observable, the
instrument is included in level 2.

Level 31f one or more of the significamputs is not based on observable market data, the instrument is
included in level 3.

35. Employee defined benefit assets / obligations

A defined benefit plan is a post employment benefit plan other than defined contribution plaa.
Company provides for gtuity and earned leave undedlefined benefit plas to its employeesThe
gratuity plan provides a lump sum payment to vested employees, at retirement or termination of
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Company. Gratuity is funded and deposited withizen Investment Trusbwards meeting the gratuity
obligation.

Citizen Investment Truss$ a public finadial organization established under the Citizen Investment Trust
Act, 2047 The major shareholders of Citizen Investment TrustNepal Government, Nepal Rastra Bank,
Nepal Stock Exchange Ltd., Rastriya Beema Sangithahares arksted on Nepal StodkxchangeCitizen
Investment Trusbperates and manages various types of retirement schemes / programs. The Gratuity
Fund Scheme is operated by a committeeGifizen Investment Trush accordance with terms and
conditions of Gratuity Scheme OperatioroBedure, 2055 as approved Ipard of Citizen Investment
Trust

Theearned leaveplan provides a lump sum payment to vested employees, at retirement or termination
2F SYLX 28YSyidx 2F |y FY2dzyd ol aSR nenper af KnbsedNS & LIS O
accumulated leaves balances of annual leave and sick.|IEameed leavés unfunded

The value of these defined benefit plans is determined by external independent actuary as at the reporting

dated, using the projected unit credit method. The actuar@lgtion involves making assumptions about

GKS RA&AO02dzyd NI GS&ax &l fIFNBE AYyONBYSyYyid NI GSsT SYLIX 2
employees. Due to long term nature of the plans, such estimates are subject to significant uncertainties.

35.1 Gratuity plan
i. Reconciliation of opening and closing balances of the present value of the defined benefit obligation
Amount in Rs.

As at As at

Ashad 3, 207 Ashad 2, 205

(July B, 2019) (July B, 2018)
Obligation at the beginning of the year 50,464,456 35,834,821
Current service cost 3,215,771 2,900,055
Past service cost 800,030 -
Interest cost 4,686,511 2,866,786
Benefit payments from plan assets (7,626,712) (250,628)
Actuarial @ain) /loss- Financial assumption changes (3,124,624) -
Actuarial (gain) / loss due ttemographicassumption (285,148)
Actuarial gain) / loss- Experience adjustments (3,717,130) 9,113,422
Obligation at the end of the year 44,413,154 50,464,456

j- Reconciliation of opening and closimglances of the fair value of plan assets

Amount in Rs.

As at As at

Ashad 3, 2076 Ashad 2, 207

(July B, 2019) (July B, 2018)
Planassets at the beginning of the year 52,918,881 41,641,165
Contribution by Company 2,032,829 9,601,441
Expected return on plan assets 4,762,699 3,331,293
Actuarial gains / (losses) (1,709,510) (1,404,390)
Benefits paid (7,626,712) (250,628)
Planassets at the end of the year 50,378,187 52,918,881
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k. Reconciliation of present value of defined benefit obligation and the fair value of plan assets to the

assets and liabilities recognised in gtatement of financial positiorat the end of the year:
Amount in Rs.

As at As at
Ashad 3,20 @ Ashad 2, 205
(July B, 2019) (July B, 2018)
Fair value of planned assets 44,413,154 52,918,881
Present value of obligation 50,378,187 50,464,456
Assetsrecognised irstatement of financial position (5,965,033) 2,454,425

I.  Expenses recognisadthe statement of profit and loss:

Recognised in profit or loss
Current service cost
Pag service cost
Net Interest Cost

Total expense recognised in the statement of profit or loss

Remeasurements recognised in other comprehensive

income

Actuarial (gain) / loss due to financial assumption change

DBO

Actuarial (gain) / loss due temographi@assumption
Actuarial (gain) / loss due to experience on DBO

Actuarial gains / (loss) on plannedsets

Total remeasurements included in other comprehensive

income

Total defined benefit cost recogniseid statement of profit

or loss and other comprehensive income

m. Investment details of plan assets:

Gratuityfund managed byCitizen Investment Trust

n. Actuarial assumptions:

Discount rate (per annum)

75

Amount in Rs.

For the year ended on

Ashad 3, 2076 Ashad 2, 2075
(July B, 2019) (July 3, 2018)
3,215,771 2,900,055
800,030 -
(76,188) (464,507)
3,939,613 2,435,548
(3,124,624) -
(285,148) -
(3,717,130) 9,113,422
1,709,510 1,404,390
(5,417,392) 10,517,812
(1,477,779) 12,953,360
As at As at
Ashad 3, 2076 Ashad 2, 205
(July B, 2019) (July B, 2018)
100% 100%
As at As at
Ashad 3, 2076 Ashad 2, 205
(July B, 2019) (July B, 2018)
6.5% 9%
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As at As at

Ashad 3, 207 Ashad 2, 2075

(July B, 2019) (July B, 2018)
Expected rate of return on plan assets 6.5% 9%
Rate of increase in compensation levels 5% 8%
Attrition rate 9.3% 1%
Average attained age 34.62 565
Average past service of employees (years) 7.58 8.63
Total monthly salary 3,207,060 2,935,115
Number of employees 145 124
Mortality rates Nepali Assurec Nepali Assurec
Lives Mortality Lives Mortality
(2009) (2009)

0. Sensitivity analysis:
The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:
Amount in Rs.

As at As at
Ashad 3, 207 Ashad 2, 2075
(July B, 2019) (July B, 2018)
Discount Rate + 100 basis points (2,812,675) 49,687,124
Discount Rate 100 basis points 3,471,503 51,277,943
Salary Escalation Rate + 100 basis points 3,266,403 51,281,779
Salary Escalation Rat&00 basis points (2,643,375) 49,676,524

p. 9FFSOG 2F (KS RSTAYSR o0SyiSTAG 2y (KS SyidAraiteqQa 7T
Amount in Rs.

As at As at

Ashad 3, 2076 Ashad 2, 205

(July B, 2019) (July B, 2018)
Year 1 4,328,875 29,843,760
Year 2 6,539,043 4,597,660
Year 3 4,991,542 222,081
Year 4 5,071,538 2,395,766
Year 5 3,308,366 2,200,429
Next 5 years 17,662,783 18,360,012

35.2 Earned leave plan
g. Reconciliation of opening and closing balances of the present value of the defined benefit obligation:
Amount in Rs.
As at As at
Ashad 3, 207 Ashad 2, 205
(July B, 2019) (July B, 2018)

Obligation at the beginning of the year 4,128,778 4,381,129
Current service cost 838,275 403,194
Interest cost 409,312 269,646
Benefit payments from plan assets (1,871,523) (2,021,109)

Actuarial gain) /loss- Financial assumption changes = -
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Actuarial gain) / loss- Experience adjustments
Obligation at the end of the year

r. Expenses recognisadthe statement of profit and loss:

Recognised in profit or loss

Current service cost

Net Interest Cost

Actuarial (gain) / loss due to experience on DBO
Total defined benefit cost recognised in statement of
profit or loss

s. Actuarial assumptions:

Discount rate (per annum)

Rate of increase in compensation levels
Attrition rate

Average attained age

Total leave balance days

Mortality rates
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As at
Ashad 3, 2076
(July B, 2019)

1,835,267
5,340,110

As at

Ashad 2, 2075

(July B, 2018)
1,095,918
4,128,778

Amount in Rs.

For the year ended on

Ashad 3, 2076
(July B, 2019)

838,275
409,312
1,835,267
3,082,854

As at
Ashad 3, 207
(July B, 2019)

6.5%

5%

9.3%

35.63

6428

Nepali Assurec
Lives Mortality
(2009)

Ashad 2, 2075
(July B, 2018)

403,194
269,646
1,095,918
1,768,758

As at
Ashad 2, 207
(July 3, 2018)

9%

8%

1%

38.73

4723

Nepali Assurec
Lives Mortality
(2009)
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36. Segment Reporting

For the year ended on Ashad 31, 2076 (July 16, 2019)

Particulars Fire
Gross premiums 120,957,632
Premiums ceded to 117,112,048
reinsurers
Net premiums 3,845,584
Fees and Commission 28,239,322
Income
Investment income -
Net realised gains / -
(losses)
Other income 101,090
Other revenue 28,340,412
Total revenue 32,185,996
Gross benefits and claim¢ 12,279,930
paid
Claims recovered from 11,687,285
reinsurers
Net benefits and claims 592,645
Changes in insurance (5,734,098)
contract liabilities
Changes in insurance (5,734,098)

contract liabilities

Other operating and
administrative expenses
Total benefits, claims
and other expenses
Segment results
Income tax expenses
Profit for the year

(16,210,998)
(21,352,451)

53,538,447

Marine
34,794,656
28,537,378

6,257,278
5,413,446

24,990
5,438,436
11,695,714
8,928,660
5,190,976

3,737,684
2,693,423

2,693,423
(5,014,315)
1,416,792

10,278,922

Motor
242,989,593
52,168,842

190,820,751
14,836,372

893,260
15,729,632
206,550,383
111,152,713
8,477,380

102,675,333
(27,862,473)

(27,862,473)
(35,669,976)
39,142,884

167,407,499

Line of business

Engineering
257,366,542
253,611,039

3,755,503
18,135,888

3,820
18,139,708
21,895,211

3,019,700
1,775,459

1,244,241
(17,883,849)

(17,883,849)
(33,547,626)
(50,187,233)

72,082,444

Aviation
310,641,808
308,023,220

2,618,588
21,618,335

40
21,618,375
24,236,963

683,439,972
682,926,819

513,153
(10,896,446)

(10,896,446)
(38,841,075)
(49,224,368)

73,461,331
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Misc.
464,030,362
398,091,596

65,938,766
47,819,988

457,880
48,277,868
114,216,634
80,529,447
22,977,618

57,551,829
(33,033,209)

(33,033,209)
(60,592,504)
(36,073,884)

150,290,518

Agriculture
27,838,779
22,270,459

5,567,821
5,975,679

68,870
6,044,549
11,612,369
42,107,265
33,685,812

8,421,453
(17,148,382)

(17,148,382)
(9,471,130)
(18,198,059)

29,810,428

Micro
412,928

412,928

192,268
192,268
605,196
436,330

436,330
201,009

201,009
(245,756)
391,583

213,613

Unallocated

180,559,508

1,254,222
181,813,729
181,813,729

(1,462,679)
(1,462,679)

183,276,408

Amount in Rs.

Total

1,459,031,800
1,179,814,582

279,217,218
142,039,030

180,559,508

2,807,412
325,594,977
604,812,195

(941,894,017)
766,721,349

(175,172,668)
109,664,024

109,664,024
(201,056,060)
(266,564,704)

338,247,491

(102,236,109)
236,011,382
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For the year ended on Ashad 32, 2075 (July 16, 2018)
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Amount in Rs.
Line ofbusiness
Particulars Fire Marine Motor Engineering Aviation Misc. Agriculture Micro Unallocated Total
Gross premiums 122,482,519 22,627,130 248,108,766 236,990,487 197,023,890 325,413,059 38,278,788 51,930 - | 1,190,976,569
Premiums ceded to 120,451,766, 15,598,714| 14,108,808 233,095,864 195,436,992 252,841,336/ 30,623,030 - - 862,156,510
reinsurers
Net premiums 2,030,753 7,028,416 233,999,958 3,894,623 1,586,898 72,571,723 7,655,758 51,930 - 328,820,059
Fees and Commission 18,611,444 7,098,303 3,563,324 20,629,272/ 13,968,065 9,320,022 | 27,895,661 1,967,984 - 103,054,074
Income
Investment income - - - - - - - - | 148,786,948 148,786,948
Net realised gains / (losses) - - - - - - - - 1,829,669 1,829,669
Other income 63,890 28,560 850,200 3,280 40 378,350 80,150 1,360 14,734,780 16,140,610
Other revenue 18,675,334 7,126,863 4,413,524 20,632,552| 13,968,105 9,698,372 | 27,975,811 1,969,345 165,351,397/ 269,811,301
Total revenue 20,706,087 14,155,279 238,413,482 24,527,175/ 15,555,003 82,270,095 35,631,569 2,021,274 165,351,397 598,631,360
Gross benefits and claims 157,186,506 5,969,479 96,851,231 426,857,831 246,778,637 2,526,249,855 37,204,441 - - | 3,497,097,980
paid
Claims recovered from 142,359,631 4,141,062 6,317,042 424,772,398 246,158,440 2,475,682,911 29,760,852 - - | 3,329,192,336
reinsurers
Net benefits and claims 14,826,875 1,828,417, 90,534,189 2,085,433 620,197 50,566,944| 7,443,589 - - 167,905,644
Changes in insurance (7,003,270) 1,840,827 53,089,447  (2,412,713) 2,772,977 25,937,167, 6,636,883 (2,270) - 80,860,048
contract liabilities
Changes in insurance (7,003,270) 1,840,827 53,089,447| (2,412,713) 2,772,977 25,937,167 6,636,883 (1,270) - 80,860,048
contract liabilities
Other operating and 14,340,712 2,630,972 32,236,034/ 27,981,746/ 21,119,796 38,498,082 10,136,440 6,741 823,996 147,774,519
administrative expenses
Total benefits, claims and 22,164,317 6,300,216 | 175,859,671/ 27,654,465 24,512,969 115,002,194| 24,216,912 5,471 823,996 396,540,210
other expenses
Segment results (1,458,230) 7,855,064 62,553,812 (3,127,291)| (8,957,966) (32,732,099) 11,414,657 2,015,803 164,527,401 202,091,150
Income tax expenses (60,984,203)
Profit for the year 141,106,947
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37. Related party disclosure

The Company does not have any holding, subsidiary company and associate companies.

t. Key management personnel

Key management personnel are those having authority and responsibility for planning, directing and
controlling the activities of the Company. Key management personnel include the board of directors and
chief executive officer of the Company as follows:

Name of key management personnel Designation

Mr. Mahendra Krishna Shrestha Chairman

Mr. Bikram Krisha Shrestha Director

Mr. Vijit Krishna Shrestha Director

Mr. Ajaya Ratna Sthapit PublicDirector

Mrs. Nura Kumari Sharma Public Director

Mr. Dashr#h Lal Shrestha Independent Director
Mr. Sushil Bajracharya Chief Executive Officer

u. Transaction with key management personnel

Remuneration and employment benefits including bonus paidhief executive offic&uring the year
amount to Rs4,966,799(2074-75: Rs. 3,755,3%). Meeting fees paid to the directors during the year
amounts to Rs919,500 (20745: Rs1,101,500.

38. Commitment and contingencies

The company does not have any capital commitments and other contingent liabilities as on the date of
statement of financial position.

39. Liability adequacy test

The Company has engaged Trans¥d@wonsultants of Mumbai, India, an external independent actuary,

to actuarially determine the amount of outstanding claims reserves (OCR), incurred but not reported
(IBNR) claims and unexpired risk reserve (URR) as part of liability adequacy test (A58t iSidone by

the Company annually and the required reserves are recognised as per the amount determined under
liability adequacy test and regulatory requirements of the Insurance Board of Nepal. IBNR is calculated
using Basic Chain Ladder Methodbllity is recognized at higher of the two estimated liabilities.

Following assumptions are used by actuaries for determining the liabilities of the Company as required
under NFRS 4.

v. Accounting policy

The company uses NFRS 4 which provides a frameworletiamaining the insurance contract liabilities
together with the regulatory specification of Insurance Board of Nepal for estimating insurance contract
liabilities. This being the first year of adoption and application of NFRS it is expected that thetiagcoun
policy document shall undergo changes so as to implement the regulatory requirement of Insurance Board
and experience of the Company in future as business develops.

w. Cash flow

Cash flow considered and estimations are as follows:

Income side:

A Premium

A Reinsurance claims

A Reinsurance commission

Outflow side:

Claims

Reinsurance premium

Commission for intermediaries

Expenses

I D D
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The current liability estimates are not based on present value of future cash flows since the portfolio size

is very small.

X. Valuation method and assumption

For all oneyear policies, except for marine cargo open cover policies, the unexpired risk reserve is

determined on 1/36% basis, assuming the risk is uniform over the policy period.

For shorter than ongear marine cargogdicies, unexpired risk reserve is determined:

i. Using stralghtlne method over the policy term; or

i. LY GKS o0aSyoS 2F RFEdl
of implementing regulations.

y. Discounting Policy

No dscounting policy has been used. The estimates of liability for insurance contracts are carried out on

non-discounting basis as the term of the liability does not exceed one year and pricing of the premium is

on nondiscounting basis.

z. Aggregation practices

When applying an existing accounting policy, the aggregation practices follows that practice already

established in that policy. When using an NAS 37 measure of future cash flows, the test shall be made at

the level of portfolio of contracts that are sulgjeto broadly similar risk and managed together as a single

portfolio.

The portfolio of insurance contract as at the reporting date is very small, hence no aggregation has been

considered.

NBIljdANBR T2NJ oAUV 02083 d

40. Reconciliations to financial statements
40.1 Reconciliation of equity
Reconciliation of equity as reported under NFRS and GAAP is summarised below:
Amount in Rs.

As at As at
Ashad 3, 2076 Ashad 2, 2075
(July B, 2019) (July 3, 2018)

Total equity as per GAAP [A]
NFR&djustments

1,752,563,618 1,589,877,376

Fair value reserve on financial investment measured throug 2,351,291 316,964

OCI

Actuarial reserve on gratuity plan 12,163,335 8,371,168

Net changes in retained earnings
Gratuity (18,039,73) (16,132,947)
Leave 1,288,452 2,499,779
Deferred commission income (188,788,276) (132,525,169)
Amortisation of commission income 132,525,169 85,222,434
Deferred commission expense 23,047,260 17,493,027
Amortisation of commission expense (17,493,027) (11,618,648)
Unexpired risk reserve (158,964,388) 130,167,911

Reinsurance assets on unexpired risk reserve 158,964,390 (140,857,770)
Outstanding claims 1,145,524 -
Incurred but not reported claims (9,416,948) (69,114,80)
Reinsurance asset autstanding claims (10,120,97) -
Reversal of provision for investment 3,576,411 4,114,629
Depreciation and amortisation 2,252,838 509,832
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As at As at
Ashad 3, 2076 Ashad 2, 2075
(July B, 2019) (July B, 2018)

Deferred tax on temporary differences 24,191,994 38,988,481

Adjustment of withdrawn assets 535,749 -

Operating lease adjustment (1,152,537) -
Reclassification of proposed dividend 38,520,000 -
Total adjustments [B] (3,413,359) (82,564,999)
Total equity as per NFRS 1,749,150,259 1,507,312,377

Vi,

Vii.

Viii.

Under GAAPgratuity and earnedleave isrecognisedon accrual basis. Under NFR&tuity and

earned leavaes measuredt the present value of expected future payments to be made in respect of
services provided by employees up to the end of the reporting period using the projectectentiit
methodas valued by an external independent actudgmeasurement gain on valuation of gratuity

is recognised in statement of other comprehensive income.

Under GAAP, fees and commission income and fees and commission expenses is recognised as incom
and expenses respectively on the basis of amount received or receivable and amount paid or payable.
Under NFRSgeés and commissioincome received, and fees and commisséxpenses incurred

during the financial year arising from writing or renewing of insurance contracts are deferred and
amortised over the period in which the related revenues are earned.

Under GAAP, unexpired risk reserve is recognised as per the regulatory requirements of Insurance
Board of Nepal at 50% of the net premium income. Under NFRS, unexpired risk reserve is recognised
at an amount higher of the amount determined by external ipeledent actuary under liability
adequacy test result or regulatory requirements on gross basis. Reinsurance assets as such unexpired
risk reserve is created and recognised on gross basis.

Under GAAP, outstanding claim is booked on net basis after dedulcgragnmount recoverable from
reinsurers. Also, IBNR was recognised at 15% of such net outstanding claims. Under NFRS, outstanding
claim reserve and IBNR recognised at an amount higher of the amount determined by external
independent actuary under liaiiy adequacy test result or regulatory requirements on gross basis.
Reinsurancassetsas suctoutstanding claim reservis created and recognised on gross basis.

Under GAAP, dividend payable on equity shas@&ecognised as a liability in the period tdieh it

relates. Under NFRS, dividends to shareholders are recognised in the period when it is declared by the
board of directors for interim dividend and by members in a general meeting for the final dividend.
Under GAAP, investment in equity instrumant units of mutual funds ammeasured at cost. Under
NFRS, this is measured at fair value through other comprehensive income with fair value fluctuations
recognised in other comprehensive income.

Under NFRShe carrying amount for certain items of assetsd liabilities differs from the carrying
amount of these assets and liabilities as per GAAP. Income tax has been recognised as per the
provisions of Income Tax Act, 2058 and the temporary differences arising on such differences are
recognised through defeed tax. As per the regulatory requirement, the additional amount
recognised for deferred assets due to transition to NFRS has been transferred from retained earnings
to deferred tax reserve.

Under NFRS, the total lease liability of the cancellable operdtase arrangements to be paid over

the arrangement period has been recognized on straight line basis and differs from GAAP due to
recognition of lease expenses on actual incurred basis.

82



Himalayan General Insurance Co. Ltd.

40.2 Reconciliation of profit for the year
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Reconciliation of profit fothe year as reported under NFRS and GAAP is summarised below:

Amount in Rs.

For the year ended on

Ashad 3, 2076 Ashad 2, 2075
(July B, 2019) (July B, 2018)

Profit for the year asper GAAP 202,303,622 141,858,814
NFRS resultarddjustments:
Impact of adjustment of employee benefit

Gratuity (1,906,7%) 6,477,501

Earned leave (1,211,327) 940,738
Impactof change in dpreciationand amortisation

Onproperty, plant andequipment 1,361,59 570,348

On intangible assets 381,464 (60,516)
Impact of withdrawn assets

Onwritten off assets 294,708 -

On disposal of assets 241,041 -
Impact ofdeferrals andamortization

Commissiorincome amortised 47,302,735 49,234,710

Commissiorincome deferred (56,263,107) (47,302,735)

Commission expenses amortized (5,874,379) (7,443,481)

Commission expenses deferred 5,554,233 5,874,379
Impact ofchanges in insurance contract liabilities

In nexpiredriskreserve (289,132,299) 130,167,911

In reinsuranceassets orunexpiredriskreserve 299,822,160 (140,857,770)

In outstandingclaim reserve 1,145,522 500,001

In IBNR 59,697,742 (4,414,692)

In reinsuranceassets on OCR (10,120,9%) (498,590)
Impact ofreversal ofprovision

Oninvestment inequity instruments (538,218) 2,951,354
Impact of operating lease lidty (1,152,537)
Impact ofdeferred Tax (14,796,487) 1,209,250
Income tax of previous years (1,097,386) (2,501,502
Impact of share issue expenses directiarged to equity - 3,401,227
Total adjustments 34,805,146 749,635
Profit for the year as per NFRS 236,011,382 141,106,947

NFRS Profit amount diffefrom GAAP due to remeasurement of deferrecbgs premium income,
deferred premium ceded to reinsurer, deferred fee and commission income, deferred Reinsurance
commission expense, deferred agent commission expegatyity and leave encashment change as per
actuarial valuation,change in depreciatiomnd amortization expenses due to change in depreciation
method, impact of carrying amount of withdrawn assetisange in outstanding claim, change in reversal

of provision for loss on investment, change in incurred but not repogld operating lease Ility
recognized on straigHtne basis.

Profit for the year as per NFRS is Rs. 236,011,382 and profit for the year as per GAAP is Rs. 202,303,622
which exceeds by Rs. 34,805,146. As per the circular issued by Insurance Board of Nepal, the excess profit
of Rs. 34,805,146 has been transferred to regulatory reserve.
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40.3 Reconciliation of items of statement of cash flows
Reconciliation oftems of statement of cash flow®r the year as reported under NFRS and GAAP is
summarised below:

a. For the year ended on Ashad 31, 2076 (July 16, 2019)
Amount in Rs.
As per NFRS | As per GAAP Difference
CaslHflow from operatingactivities 1,584,105.00
136,935,09.00 135,350,951.0C
CaslHflow used ininvestingactivities
110,031,84.00  (68,469,780.00] 178,501,327.0C

Cash Flow frorfinancingactivities (87,994.00) (87,994.00) -
Net changesin cash andcashequivalent 66,793,177.00

246,878,609.0C 180,085,432.0C
Cash andashequivalentat the beginning of the 78,888,171.00 57,510,441.00 21,377,730.00
year

Cash and@ashequivalentat the end of the year
325,766,780.0C 124,303,618.0C 201,463,162.0C

b. For the year ended on Ashad 32, 2075 (July 16, 2018)
Amount in Rs.

As per NFRS | As per GAAP Difference

CaslHflow from operatingactivities 126,662,785 108,555,047 18,107,738
Cashflow used ininvestingactivities (816,730,115) (706,711,819) (110,018,296)
Cash Flow frorfinancingactivities 620,481,796 623,883,023 (3,401,227)
Net changesin cash andcashequivalent (69,585,534) 25,726,251 (95,311,785)
Cash and@ashequivalentat the beginning of the 148,473,705 31,784,190 116,689,515
year

Cash and@ashequivalentat the end of the year 78,888,171 57,510,441 21,377,730

The reported differences as above is due to the followings in both the years:

i. Short term call deposit has been reclassified to and presented as cash and cash equivalent under
NFRS. However, the same is included and reported under investing activities under GAAP.

ii. Foreign exchange gain/loss, summit expenses and miscellaneous ir@vadeen reported under
operating activities under NFRSowever, these have been reported under investing activities under
GAAP.

iii. Share issue expenses pertaining to previous year have been reported under financing activities as
adjustment to share premiuntowever, this have been reported under operating activities under
GAAP.

Reconciliation of items of statement of financial position

Reconciliation of items of statement Bihancial positiorfor the three years as reported under NFRS and
GAAP is summarisexs follows
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a. As at Ashad 31, 2076 (July 16, 2019) Amount in Rs.
As per Re Re As per
GAAP classification | measurement NFRS

Assets
Property, plant and equipment 56,236,293 - 2,805,129 59,041,422
Capital workin-progress 4,435,651 - - 4,435,651
Intangible assets 1,752,965 - (16,488) 1,736,477
Deferred tax assets (net) 16,138,492 - 17,971,438 34,109,930
Financial investment
Financial investment measure: 1,743,000,000 10,090,440 - 1,753,090,440
at amortised cost
Financial investment measurel 228,043,787 - 6,935,396 234,979,183
at FVOCI
Other financial assets 26,358,207 172,965,316 - 199,323,523
Reinsurance assets - | 2,010,937,149 - | 2,010,937,149
Other assets 10,161,570  (10,090,440) 5,554,233 5,625,363
Employee benefit assets - 5,965,032 - 5,965,031
Advance income tax (net) 8,943,803 - - 8,943,803
Cash and cash equivalent 325,766,780 - - 325,766,780
Total assets 2,420,837,548 2,189,867,497 33,249,708 4,643,954,752
Equity
Share capital 1,027,200,000 - - 1,027,200,000
Share premium 3,401,227 32,890,910 - 36,292,137
Insurance fund 476,337,405 - - 476,337,405
Catastrophic reserves 42,723,770 - - 42,723,770
Other reserves 46,138,492 34,805,146 38,706,625 119,650,263
Proposed bonus share 41,088,000 (41,088,000) - -
Retained earnings 115,674,724 11,911,944  (80,639,984) 46,946,684
Total equity 1,752,563,618 38,520,000 (41,933,359) 1,749,150,259
Liabilities
Insurance contract liabilities 252,737,683 2,010,937,149 18,392,341 2,282,067,173
Financial liabilities 316,637,409 172,965,316 - 489,602,726
Other liabilities 98,898,836  (38,520,000) 57,415,648 117,794,484
Employee benefit obligations 2 5,965,032 (624,923) 5,340,110
Totalliability 668,273,930 2,151,347,497 75,183,066 2,894,804,493
Total equity and liabilities 2,420,837,548 2,189,867,497 33,249,7@ 4,643,954,752

The NFR8alance of assets differ from GAAP balance is due to remeasurement of deferred tax assets
recognized on gratuity and leave, insurance contract liabilities, deferred and amortised commission
income and expenses, change in depreciation policy of propelant @mnd equipment, fair value on
investment on share and mutual fuaehd remeasurement of operating lease liability on straight line basis
Insurance receivables and payables have been grossed up in respect of insurance receivables and
payables. The NFR@lance of liability differs from GAAP due to remeasurement of insurance contract
liabilities as per NFRS 4, gratuity and leave encashment liability recognition as per actuarial valuation and
deferred reinsurance commission income
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NFRS balance of equitlffer from the GAAP balance is due to remeasurement of Fair value reserve
created on investment measured at fair value, actuarial reserve created on gratuity as per actuarial
valuation, impact of gratuity and leave encashment in retained earnings, réadrgther provision, and
adjustment of share issue cost.

b. Asat Ashad 32, 2075 (July 16, 2018)
Amount in Rs.

As per Re Re As per
GAAP classification | measurement NFRS

Assets
Property, plant and equipment 47,301,863 - 570,348 47,872,211
Capital workin-progress 600,000 - - 600,000
Intangible assets 771,626 - (60,516) 711,110
Deferred tax assets (net) 18,859,794 - 35,264,998 54,124,792
Financial investment

Financial investment 1,758,000,000 7,671,871 - 1,765,671,871

measured at amortised cost

Financial investment 166,378,626 - 4,567,433 170,946,059

measured at FVOCI
Other financial assets 94,383,8761 418,505,694 - 512,889,570
Reinsurance assets - 1,862,093,677 (140,857,771) 1,721,235,906
Other assets 43,557 - 5,874,379 5,917,936
Employee benefit assets - 2,454,425 - 2,454,425
Advance income tax (net) 19,661,951 - - 19,661,951
Cash and cash equivalent 78,888,171 - - 78,888,171
Total assets 2,184,889,464 2,290,725,667 (94,641,129) 4,380,974,002
Equity
Share capital 1,027,200,000 - - | 1,027,200,000
Share premium - 39,693,364 (3,401,227) 36,292,137
Insurance fund 373,824,944 - - 373,824,944
Catastrophic reserves 32,854,392 - - 32,854,392
Retained earnings 107,138,247  (39,693,364) (126,840,385) (59,395,502)
Other reserves 48,859,794 - 47,676,612 96,536,406
Total equity 1,589,877,377 - (82,565,000) 1,507,312,377
Liabilities
Insurance contract liabilities 300,989,499 1,862,093,677 (61,053,222) 2,102,029,954
Financial liabilities 256,493,484 426,177,565 26,158 682,697,207
Current tax liabilities (net) - - - -
Otherliabilities 37,529,107 - 47,276,578 84,805,686
Employee benefit obligations 3) 2,454,425 1,674,356 4,128,778
Total liability 595,012,087 2,290,725,667 (12,076,129) 2,873,661,625
Total equity and liabilities 2,184,889,464 2,290,725,667 (94,641,129) 4,380,974,002

The NFR®alance of assets differ from GAAP balance is due to remeasurement of deferred tax assets
recognized on gratuity and leave, insurance contract liabilities, deferred and amortised commission
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income and expenses, change in depreciation policy of propeant pnd equipment, and fair value on
investment on share and mutual fund. Insurance receivables and payables have been grossed up in
respect of insurance receivables and payables. The NFRS balance of liability differs from GAAP due to
remeasurement of ingrance contract liabilities as per NFRS 4, gratuity and leave encashment liability
recognition as per actuarial valuation and deferred reinsurance commission income

NFRS balance of equity differ from the GAAP balance is due to remeasurement of fairegalve
created on investment measured at fair value, actuarial reserve created on gratuity as per actuarial
valuation, impact of gratuity and leave encashment in retained earnings, reversal of other provision, and
adjustment of share issue cost.

41. Reconciktion to revised financial statements

Reconciliation between the financial statements which were approved by the board of directors on Poush
15, 2076 (December 31, 2019) and the revised financial statements amended as per the directions of the
InsuranceBoard dated Magh 8, 2076 (January 22, 2020) has been provided as follows:

41.1 Reconciliation to profit or loss

Particulars As per As per Remarks
revised earlier
financials financials
Gross premiums 1,459,031,800 1,458,858,650 Micro insurance pool income
recognized.
Premiums ceded to reinsuret (1,179,814,58p| (1,179,814,582)
Net premiums 279,217,218 279,044,068

Fees and Commission Incon 142,039,030 142,038,203 Reclassification of reinsuranc
commission expense.

Investment income 180,559,508 180,559,508

Net realised gains / (losses) - -

Other income 2,807,412 2,807,442

Other revenue 325,594,977 325,405,122

Total revenue 604,812,195 604,449,190

Gross benefits and claims (941,894,017) (941,604,812) Claims paid in respect of mici
paid pool income

Claims recovered from 766,721,349 766,721,349

reinsurers

Net benefits and claims (175,172,668) (174,883,463)

Changes in insurance contra 109,664,024 109,750,599 Impact of change in URR as f
liabilities GAAP.

Changes in insurance 109,664,024 109,750,599

contract liabilities

Other operating and (201,056,060) (200,894,779) Adjustment including the bonu
administrative expenses amount on change of profit
Total benefits, claims and (266,564,704) (266,027,643)

other expenses

Profit before tax 338,247,491 338,421,547

Income tax expenses (102,236,109) (102,288,326)

Profit for the year 236,011,382 236,133,221
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41.2 Reconciliation to financial statements

Assets

Property, plant and equipment

Capital workin-progress

Intangible assets

Deferred tax assets (net)

Financial investment
Financial investment
measured at amortised cost
Financial investment
measured at FVOCI

Other financial assets

Reinsurance assets

Other assets

Employee benefit assets

Advance income tax (net)

Cash and castquivalent

Total assets

Equity

Share capital

Share premium
Insurance fund
Catastrophic reserves
Other reserves
Retained earnings

Total equity

Liabilities
Insurance contract liabilities

Financial liabilities
Other liabilities
Employee benefit obligations

Totalliability
Total equity and liabilities

As per
modified
financials

59,041,422
4,435,651
1,736,477

34,109,930

1,753,090,440
234,979,183

199,323,523
2,010,937,149
5,625,363
5,965,031
8,943,803
325,766,780
4,643,954,752

1,027,200,000
36,292,137
476,337,405
42,723,770
119,650,263
46,946,684

1,749,150,259

2,282,067,173
489,602,726
117,794,484
5,340,110

2,894,804,493
4,643,954,752
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As per
unmodified
financials

59,041,422
4,435,651
1,736,477

34,109,930

1,753,090,440
234,979,183

199,323,523
2,010,937,149
5,625,363
5,965,031
8,942,886
325,766,780
4,643,953,835

1,027,200,000
36,292,137
476,398,325
42,729,861
84,845,117
81,806,658

1,749,272,098

2,281,980,598
489,589,890
117,771,139
5,340,110

2,894,681,737
4,643,953,835
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Remarks

Change in profit for the year

Change in profit for thgear
Change in profit for the year
Transfer to regulatory reserve
Transfer to regulatory reserv
and change in profit for the
year

Change in URR due to chan
in gross premium

Liability booked withrespect
to micro premium

VAT liability booked witt
respect to micro premium
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cg';"rL.8%
Joj:yfkg vr{ ?=
gm= ljj/Of o; jif{ ut aif{
1 | sd{rf/L vr{ cg';"rl%=! adf]ihd 73,410,774 69,238,776
2 | 3/ ef8f 14,433,373 10,151,966
3 | lah'nL tyf kfgL 2,849,966 2,303,008
4 | dd{t tyf ;Def/
S _€jg 61,067 89,460
v jf/L ;fwg 630,048 611,754
U sfof{no pks/Of 160,183 241,074
-3 cGo 479,081 294,839
5 | :+rf/ 4,324,254 3,651,376
6 | S5kfO{ tyf d;nGb 3,535,941 2,945,655
7 | vr{ x'g] sfof{no ;fdfg 733,721 765,373
8 | kl/jxg/OGwg 2,547,557 2,096,631
9 | e|dOf vr{ eQf ;d]t
s _ cfGtl/s 601,346 605,910
v_jib]lzs 1,694,888 711,071
10 | clestf{ tfind 276,942 162,856
11 | clestf{ cGo
12 | aLdfz'Ns 429,764 307,754
13 | ;'/Iff vr{ 697,060 444,600
14 | sfg"gL tyf k/fdz{ z'Ns 7,107,385 2,729,408
15 | kq Klgsf tyf K':its 83,220 102,921
16 | ljifkg tyf K|rf/ K]|;f/ 2,712,893 2,826,097
17 | Jofkf/ k|j4{g
18 | cltyL ;Tsf/ 1,864,797 1,664,382
19 | rGbf tyf pkxf/ 30,000
20 | ;+rfns ;IdIt ;DaGwL vr{
S _a}7s eQf 702,500 639,500
v_cGo
21 | cGo ;|dit=pKgIdIt ;DaGwL vr{
s a}7s eQf 217,000 462,000
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v_cGo
22 | ;fwf/Of ;ef ;DaGwL vr{ 755,065
23 | njvf k/LIfOf ;DaGwL vr{
S _ n)vf k/LIfOf z'Ns 445,000 145,000
v _ s/ n)vf K/LIfOf z'Ns
U_lj:t[t nJvf k/LIfOf K]Itjjbg z'Ns 40,000 40,000
-3 ¢cGo z'Ns 50,000 50,000
A cfGtl/s n]vf klI/IfOf vr{ 300,000 275,000
+_cGo vr{
24 | Jofh
25 | a}ts rih{ 521,161 475,325
26 | z'Ns tyf b:t'/ 1,738,080 1,258,909
27 | ¥xf; s§L 7,365,400 4,921,151
28 | X'nfs 16s6 786,880 465,470
29 | cGo
s _lib]zL d'b|f ;6xLdf ePsf] gf]S;fg 5,726,213
v ;:yfut ;fdflhs bfloT] 386,835 229,315
u_PleP;g ;IDd6 vr{ 1,835,785 1,787,762
3 _/ht holGt vr{ 3,528,512
a_18Ih6ndfs{I6E vr{ 3,366,500
r_n3' aLdfsf] Joj:yfkg vr{ 126,762
af8+kmf8+sf] nflu hDdf 145,770,888 113,479,408
1 | gfkmf gf]S;fg Ix;fa 14,577,089 11,347,941
2 | clUg aLdfsf] cfo Joo Ix;fa 10,886,528 10,531,677
3 | ;fd'lb|s aLdfsf] cloo Ix;fa 3,071,548 1,954,177
4 | df]6/ aLdfsf] cfo Joo Ix;fa 21,635,640 21,082,480
5 | 7]s]bf/ tyf O{GhLlgol/* aLdfsf] cfo Joo Ix;fa 23,143,575 20,405,577
6 | xjfO{ aLdfsf] cfo Joo Ix;fa 28,224,203 17,138,702
7 | laljw aLdfsf] cfo Joo Ix;fa 41,923,293 28,164,955
8 | g[ifL tyf kz' k+IfL jLdfsf] cfo Joo IX;fj 2,157,408 2,849,430
9 | n3'jLdfsf] cfo Joo Ix;fj 151,603 4,469
hDdf 145,770,887 113,479,408
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cg’;"rL %=!

sd{rf/L vr{

gm= ljj/Of 0; aif{ ut aif{
1 |tna 44,211,273 39,808,971
2 | eQf 13,464,619 7,935,080
3 | bz} vr{ 3,403,869 3,140,340
4 | ;~rosf]ifdf yk 3,602,655 3,090,266
5 |tfind vr{ 1,748,474 1,345,842
6 | kf]zfs 1,175,400 1,034,462
7 | cflifwf]krf/
8 |aLdf 1,487,913 1,261,265
9 | K|G;qg tyf pkbfg vr{ tyf Joj:yf 2,032,828 8,913,054
10 | ljbf afktsf] vr{ tyf Joj:yf 1,871,523 2,709,496
11 | Kl/jxg ;'liwf afkt vr{ 412,220

hDdf 73,410,774 69,238,776
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