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Chartered Accountants

Independent Auditor’s Report
To the Shareholders of
I.M.E. Life Insurance Company Limited

Report on the Audit of Financial Statements:

Opinion

We have audited the accompanying financial statements of M/s. 1.M.E. Life Insurance Company Limited
which comprise the Statement of Financial Position as on Ashadh 31, 2078 (July 15, 2021), 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 Notes to the Financial Statements, including
Significant Accounting Policies.

In our opinion and to the best of our information and according to the explanation given to us, and based
on the consideration of report of other auditor on separate financial statements of subsidiaries as audited
by other auditor, the aforesaid consolidated financial statements present fairly, in all material respects,
the financial position of the company as on Ashadh 31, 2078 (July 15, 2021), and its financial performance,
and its cash flows for the year then ended in accordance with Nepal Financial Reporting Standards
(NFRSs).

Basis for opinion

We conducted our 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 on the Financial
Statements section of our report. We are independent of the group in accordance with the ICAN’s
Handbook of Code of Ethics for Professional Accountants together with the ethical requirements that are
relevant to our audit of the financial statements, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the ICAN’s handbook of The Code of Ethics for Professional
Accountants. We believe that the audit evidence we have obtained along with the consideration of audit
report of other auditor referred in “Other Matter” paragraph below, is sufficient and appropriate to
provide a basis for opinion on the consolidated and standalone financial statement.

Key Audit Matters

Key Audit Matters are those matters that, in our professional judgment, were of most significance in our
audit of financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide
a separate opinion on these matters.

We have determined the following Key Audit Matter to be communicated in our Report:

Key Audit Matters | Our Response to the Key Audit Matters
Revenue Recognition

Premium is a major source of revenue of | Our procedure on revenue recognition included:
company. We have focused on this area as the | « Understanding and Evaluating the design and

significant concentration of revenue under this operating effectiveness of key controls over
head. There is a possibility that premium income revenue recognition.

of one financial year is being accounted in the | e Test of control to ensure that revenue has been
another financial year. accounted in  correct accounting period.
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Key Audit Matters

Our Response to the Key Audit Matters

Gross Insurance Premiums comprise the total
premiums that can be reliably measured.

Revenue is key performance indicator of the
business and recorded in Complex IT system and
environment. Further, recognition of revenue is an
area of higher risk as it includes large number of
transactions involving a large number of
customers spread in various geographical
locations. Accordingly, it is considered as a Key
Audit Matter as the amount involved is material to
the financial statements and due to complexity of
the system processes and product/services used
to record revenue.

e Testing on a sample basis policies at year end to
confirm the terms of revenue recognition are
duly fulfilled.

e Carrying out analytical procedures and
recalculated premium income for the period.

e Ensuring unearned premiums has not been
included in the premium income.

e Ensuring on sample basis that the premium are
being deposited in the designated bank
account.

o Reviewing the policies on sample basis to
ensure appropriate policy stamp was affixed to
the contract.

e Testing on sample basis whether appropriate
level of re-insurance has been done.

e Assessing the appropriateness and
presentation of disclosures against relevant
Accounting Standards, Insurance Act and other
applicable Rules and Regulations and
Regulatory Guidelines.

Claim

Insurance claim is major area of expense for the
insurance companies. Total claims incurred
include paid claims, claims incurred but not
reported.

The provision and payment for claim was
considered to be one of the areas which required
significance auditor’s attention and one of the
matters of most significant in the financial
statements as the quantum involved is significant.

Testing the design and operating effectiveness of
key controls over claim recording and payment
process:

» Verifying company’s policy relating to claim
processing;

* Verifying the claim paid on sample basis along-
with payment proof;

e Obtaining the claim register and tested for
completeness of claim recorded in the register
on sample basis;

e Testing a sample of claims with intimation
letter, medical/death certificates, Claim
Payment Register and General Ledger.

® Assessing the appropriateness and
presentation of disclosures against relevant
accounting standards, Insurance Act and other
applicable rules and regulation and Regulatory
Guidelines.

Information Technology General Controls

Our audit procedures focused on IT systems and
controls due to the pervasive nature and
complexity of the IT environment, the large
volume of transactions daily and the reliance on

Our audit procedures includes:
e Testing of the operating effectiveness of the
company’s access controls over the

information systems that are critical to
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Key Audit Matters

Our Response to the Key Audit Matters

automated and IT dependent manual controls.
Our areas of audit focus included data

| management, control lapses, validation failures

and changes to the IT environment. Among
others, these are key to ensuring operating
effectiveness of IT dependent application-based
controls. If the IT control over financial data is
improper there occurs risk of wrong reporting to
the management, regulator as well as other
stakeholders. Hence, this is considered as Key
Audit Matters.

financial reporting. We inspected requests of
changes to systems for appropriate approval
and authorization.

e Evaluating whether IT guidelines have been
formulated and assessed the contracts with
the IT vendor.

e Understanding, where relevant, changes were
made to the IT controls and applications
during the audit period that may have a
significant impact on financial reporting.

| Legal and Regulatory Matters

We focused on this area as the company operates
in a legal and regulatory environment that is
exposed to significant litigation and similar risks
arising from disputes and regulatory proceedings.
Such matters are subject to many uncertainties
and the outcome may be difficult to predict. These
uncertainties inherently affect the amount and
timing of potential outflows with respect to the
provisions which have been established and other
contingent liabilities.

Our audit procedures includes:

¢ Understanding and evaluating the design and
testing the operational effectiveness of the
key controls over the legal provision and
contingency processes.

e Evaluating the adequacy of financial
statement disclosure in respect of
contingencies.

Valuation of Insurance Contract Liabilities

Insurance contract Liabilities of the Company as at
Ashadh 31, 2078 has been determined based on
the actuarial valuation report submitted by the
Actuary appointed by the Company. Valuation of
liabilities for insurance contracts involves complex
and subjective judgements about future events
for which minor changes in the assumptions such
as discount rates, mortality rates, lapse rates and
return on investments etc. can result into material
impact on the quality and accuracy of the data
used in valuation. Considering the materiality of
the amount involved and the requirement of
external valuation expert, the valuation of these
liabilities was significant to our audit.

Our audit procedure included:

e Reviewing and testing the completeness and
accuracy of financial “ data submitted to
Actuary.

s Assessing the independence, expertise and
qualifications of the Actuary appointed by the
company and the approvals relating to
appointment.

* Performing the procedures related to the use
of Management’s Expert Work as per the
applicable Auditing Standards.

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

The Company’s management and directors are responsible for the preparation of the other information.
The other information comprises the information included in the Annual Report such as “Report of Board
of Directors/Chairman’s Statement” and “Other Progress Reports” but does not include the Financial
Statements and our audit report thereon.
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Our opinion on the Financial Statements does not cover the other information and, accordingly, we do
not express any audit opinion, or except as explicitly stated above, any form of assurance and 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.

Responsibilities of Management and Those charged with Governance for the Financial Statements
The Company’s Management are responsible for the preparation and fair presentation of these Financial

Statements in accordance with NFRS, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatements,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable matters related to going concern and using the going
concern basis of accounting unless management either intends 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 responsibility is to express an opinion on these Financial Statements based on our audit. We have

conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Those Standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements as a whole are free from material misstatements, whether due to
fraud or error. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with Nepal Standards on Auditing 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. Further responsibilities of the auditor have been mentioned in
Appendix-1.

Report on Other Legal and Regulatory Requirement
i. We have obtained information and explanations asked for, which, to the best knowledge and belief,
were necessary for the purpose of our audit.

ii. In our opinion, proper books of accounts as required by law have been kept by the company so far as
appears from our examination of such books.

iii. Inour opinion, the Statement of Financial Position as on Ashadh 31, 2078, and the Statement of Profit
or Loss, Statement of Other Comprehensive Income, Statement of Changes in Equity and the
Statement of Cash Flows for the year then ended, and Notes to the Financial Statements, including
Significant Accounting Policies applied by the Company have been prepared in accordance with the
requirements of the Companies Act, 2063 and are in agreement with the book of accounts maintained
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by the Company including relevant records relating to preparation of the aforesaid financial

statements have been kept so far as it appears from our examination of those books and record of

the Company.

To the best of our information and according to explanation given to us and so far appeared from our

examination of the books of account of the Company, we have not come across cases where Board of

Directors or any employees of the Company have acted contrary to the provisions of law relating to

the accounts, or committed any misappropriation or caused loss or damage to the company or acted

in a manner to jeopardize the interest and security of the company.

We have issued another audit report in accordance with Nepal Standards on Auditing 800, “Special

Consideration-Audit of Financial Statements Prepared in accordance with Special Purpose

Frameworks” dated 2078/04/22 reporting of the financial statements prepared in accordance with

the “Finance Directive for Life Insurance Insurer, 2065” issued by the Beema Samiti.

To the best of our information and according to the explanations given to us and from our examination

of the books of accounts we have not come across any case where accounting fraud has been

committed in the company.

We have not come across any cases where the company is involved in any business other than those

licensed by Beema Samiti or has issued any policies other than those approved by Beema Samiti.

We have not come across any cases where the company has acted against the interest of the Assured.

Apart from matters specified below, to the best of our information and according to the explanations

given to us and from our examination of books of accounts, the company has generally complied with

the Directives issued by the Beema Samiti:

a) As per Clause 4(ka) of Insurer’s Registration and Insurance Business Operation Directives, 2073,
an insurance company operating in life insurance sector is required to maintain paid-up-capital of
at-least NPR2.00 Billion. However, the paid up capital of the Company as at Ashadh 31, 2078
stands at NPR. 1.40 Billion only.

Reportable findings noted during the audit have been incorporated in our Preliminary Audit Report

issued to Audit Committee of the Company. The Board of Directors have responded to our comments

and findings.

Financial and other relevant information has been provided to the shareholders of company.

The Company is capable to bear all its accepted long term liabilities in proportion to the assets held

by it.

The Company has maintained reserve for unexpired risk as per Insurance Act, 2049 and Insurance

Rules, 2049. The Insurance Fund, Compulsory Reserve Fund and other funds of similar nature have

been maintained as prescribed by Beema Samiti.

The statements received from the Branch Offices of the Company, through not audited

independently, were adequate for the purpose of audit.

In our opinion, SO Iaf as appeared from our examination of the books of accounts, the operation of

Company is Mﬂﬁn ns ;unsdlct:on

Shikha Bagla, FCA

Partner

PYC & Associates

Chartered Accountants

Date: 2079/04/22 (2022/08/07)
UDIN No: 220807CA00866KHAy2
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