. P.L. Shrestha & Co.

Chartered Accountants

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF LIFE INSURANCE CORPORATION (NEPAL) LIMITED

Report on the Audit of the Financial Statements

We have audited the accompanying financial statements of Life Insurance Corporation (Nepal) Limited (hereafter
referred to as “LICN” or “the Company”) which comprise Statement of Financial Position as at Ashad 31, 2078
(July 15, 2021), and statement of profit or loss and 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 notes (hereafter referred to as “the financial Statements”),

In our opinion, the financial statement presents fairly, in all material respects, the financial position of Life
Insurance Corporation (Nepal) Limited, as at Ashad 31, 2078 (July 15, 2021), and its financial performance, cash
flows, changes in equity for the year then ended, and a summary of significant accounting policies and other
explanatory information, in accordance with Nepal Financial Reporting Standards.

Basis for Opinion

We conducted our audit of the financial statements 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 are independent of the Company in accordance with the Handbook
of The Code of Ethics for Professional Accountants issued by The Institute of Chartered Accountants of Nepal
(ICAN), and we have fulfilled our other ethical responsibilities in accordance with the ICAN’s Handbook of The
Code of Ethics for Professional Accountants. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion on the financial statements.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in the audit of
the financial statements and include the most significant assessed risks of material misstatement (whether or not
due to fraud) identified, including those which had the greatest effect on: the overall audit strategy; the allocation
of resources in the audit; and directing the efforts of the engagement team. We summaries below the key audit
matters, in decreasing order of audit significance, in arriving at our audit opinion above, together with our key audit
procedures to address those matters and, as required for public interest entities, our results from those procedures.
These matters were addressed, and our results are based on procedures undertaken, in the context of, and solely
for the purpose of, our audit of the financial statements, and in forming our opinion thereon, and consequently are
incidental to that opinion, and we do not provide a separate opinion on these matters.

- i qu qu}t matter

2 KeyAudlt Procedure

Investments

The investment portfolio of company includes investment
in bond of public companies, fixed deposits of commercial
banks, development banks and investment in shares. I A
Total Financial Investments: NPR 66,163.96 million as on 2211‘;'2% :ftht?:;zdr dtif) ggg:g:';::ffd ;fol;t;;nr;l
;it:O.)Iuly o RN INE ) Tlieras vo Ttk Jub related to financial investment.

Total Financial Investment : 1| * We have assessed the appropriateness of the
assets of the cgmpa;;‘f HELE TENERORS SRASN; I Tk valuation made of financial investments and

hecked whethe ired impairment loss has
Investments are made as per Company’s Investment Policy U UECLEC HERRE ETiced I

* We have checked the compliance of the
Financial Investment made by the Company |
with the Investment Directive issued by
Insurance Board and company’s internal policy

. 2 ;i s been book t.

strictly adhering to investment directive issued by =R . c')r = s

Insurance Board. * We have verified the adequacy of disclosure
made in the financial statement regarding the
financial investments.

Our results; We considered the valuation and
disclosure of Financial Investment to be acceptable.

w

Narayan Gopal Sadak, Maharajgunj, P.0. Box No. 3516, Kathmandu, Ne

Tel: +977 1 4720880, Email; info@pls.com.np




ir

-
#
X
i

i |

mﬂﬁnuﬂnmmsﬂ:nmﬁumum ¢ Our audit procedures consisted of focus on

The Valuation of the liabilities for insurance contracts appropriateness of actuarial assumptions,

involves complex and subjective judgements about future models and methodology.
events, both internal and external to the business for which

small changes can result in a material impact to the | Our results: The valuation of the liabilities of
valuation of these liabilities. insurance contract and presentation are fairly made.

Econgmic assumptions such as investment return and
associated discount rates and operating assumption such
as expenses, mortality and lapse rates are the key input

Information Other than the Financial Statements and Auditor’s Report Thereon

The Cqmpany‘§ Managgment is responsible for the preparation of the other information. The other information
comprises the information included in the Management report, Report of the Board of Directors and Chairman’s
statement but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

.In connection w1th our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements, or
our knowledge obtained during our audit or otherwise appears to be materially misstated.

_If, hased_ on the work we have performed, we conclude that there is a material misstatement of this other
ormation, we are required to report that fact. We have nothing to report in this regard.

Responsibility of Management and Those Charged with Governance for the Financial Statements

The Company’s Management is responsible for the preparation of the other information. The other information
comprises the information included in the Management report, Report of the Board of Directors and Chairman’s
statement but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements, or our
knowledge obtained during the course of our audit or otherwise appears to be materially misstated.

If, based  on the work we have performed, we ‘conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

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 based on these financial statements.

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

¢ Identify and assess the risks of material 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 omissions, misrepresentations, or the override of internal control,




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

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

Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going 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’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

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 on our independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements
Based on our examination, we would like to further report that:

L

iv.

=

We ha\;: obtained all the information and explanations, which were considered necessary for the purpose of
our audit.

The financial statements agree with the books of account maintained by the Company.

In our opinion, proper books of accounts as required by the law have been kept by the Company.

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

The details of the branches are adequate for the purpose of our audit, and

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

Place: Kathmandu CA. Rdjesh Poudel
Date: June 9, 2023 ' Partner

UDIN: 230614CA000813PyWT
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LIFE INS RPE ON (NEPAL)LTD
Cash Flow 8 . 7/78 (2020/2021)

S.N Particulars L Current year Previous year
Cash flow from operating activities: Nt Py
Premium Income 17,143,640,433 14,923,859,436
Late fee Income s -
Re-Insurance Income - -
Re-Insurance Commission Income 14,065,661 31,423,375
Other Direct Income 241,251,784 226,563,444
Claimed recevory from Re-Insurer 86,055,711 26,808,375
Re-Insurance Premium Paid (107,887,029) (82,162,364)

Re-Insurance commission payment

nt commission payment

{1,753,449,289)

(1,416,424,174)

Medical examination fee payment

(11,360,785)

(7,861,374

Death claim payment (650,050,242) (181,582,864)
Maturity claim payment (3,023,164,589) (2,128,846,143)
Partial-maturity claim payment (258,537,750) (224,250,125)
Surrender value claim payment (3,538,675,458 (1,222,586,998)
Other claim payment (3,923,039 (4,868,915)
Service fee payment (148,433,017) (133,263,227)
Other Direct Expenses (1,367,600) (2,594,349)
Management expenditure payment (893,984,239) (981,640,243)
Bonus Paid to Employees (55,532,493) (1,289,469)
Income Tax Paid (894,815,359) (710,879,933)
(Increase)/decrease in current assets (1,019,183,454) (353,315,121)
(Increase)/decrease in current liabilities (8,229,587) 516,583,185
Net Cash Flow from Operaing activities (A) 5,116,419,658 8,273,672,516

Cash flow from Investing Activities:
(Increase) Decrease in fixed assets

(16,381,173)

(14,237,135)

(Increase) Decrease in investment in government guaranteed

securities. - 276,275,000
(Increase) Decrease in investment in fixed deposit of bank and
financial institution. (6,761,500,000) (6,646,800,000)
(Increase) Decrease in investment in other deposit of bank and
financial institution. (781,425,486) (164,945,937)
Increase /Decrease in Equtity Share Investments (408,360,071) (47,202,164)

(Increase) Decrease in investment in preference
share /debenture

(3,476,121,916)

(2,704,237,916)

(Increase) Decrease in other investment (Premium On
Investment)

(1,105,770,403)

(3,696,503,826)

(Increase) Decrease in loans against insurance Policy

(Increase) Decrease in other loans and advances 33,079,072 (97,152,836)
Interest Income From Investment 5,517,078,927 4,726,902,918
Dividend Received 27,587,162 46,352,354
Rental income - -
Interest On Policy Loan 1,184,158,514 712,399,454
Others Indirect Income 4,238,831 3,547,163
Gain on sale of Investment 781,799,328 83,065,766
Net Cash Flow from Investing Activities (B) (5,001,617,215) (7,522,537,159)
Cash flow from Financing Activities

Amount received from Shares - =
(Increase) Decrease in o/s debt - -
Increase /Decrease in short term debt - -
Interest Paid on Loan and Debt - -
Dividend paid (10,578,947) (531,225,962)
Net cash flow from Financing Activities ( C) (10,578,947) (531,225,962)
Net cash flow from overall activities of this year = (A+ B +

C) 104,223,495 219,909,396
Opening Balance of Cash & Bank Balance 1,532,769,353 1,312,859,956
Closing Balance of Cash & Bank Balance 1,636,992,849 1,532,769,353

Damodar Paudyal T.Burnaw .P.Das Komal wal
HOD(Accounts) DCEO CEOQ/Director Director

e
Praveen K. Molri Ashok K. Agrawal Tablesh PaXdey Siddhartha Mohanty
Director Director Directfor Chairman

09/06/2023

Date

(

Partner
For PL Shrestha & Co.
Chartered Accountants
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