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COMPANY PROFILE

For 50 years, the Royal Insurance Corporation of Bhutan Limited (RICB) has
served as a cornerstone of financial security, protecting lives and livelihoods
through a range of insurance, credit and investment, reinsurance, and
securities services. Established on January 7, 1975, under the Royal Charter
of His Majesty the Fourth Druk Gyalpo Jigme Singye Wangchuck, RICB has
consistently focused on safeguarding the Bhutanese people against life's
uncertainties while promoting economic resilience. With innovation, inclusivity,
and unwavering dedication at its core, the Company will continue to adapt
to the evolving needs of individuals, families, and businesses. Grounded
in its vision and mission and guided by the national goal of Gross National
Happiness, the Company remains committed to moving forward with the
same determination that has defined its past of always being open to build
a financially better secured and prosperous future for generations to come.
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Our Vision, Mission & Core Values
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Vision

To be the crown jewel of the financial sector of Bhutan.

O,

MINNYO]N

We will excel in securing and enhancing the financial well-being of our clients by
maintaining the highest professional standards with innovation, resilience, agility, inclusion
and compliance as the cornerstones of our activities.

CORE VALUES

Core values define RICB and are the crux of the beliefs that the corporation operates
with. Our core values will act as a code to guide us as a company or an employee in our
relationship and interaction with customers, stakeholders, partners, and shareholders.

Resilience - RICB will not just withstand any form of adversity but learn to evolve with
renewed energy, transforming challenges into opportunities as we serve the people.

Inclusion — RICB will leave no one behind as we venture towards insurance for all.
Competence - RICB will be competent and foster the development of a strong corporate
culture, with workforce that is more aligned, while establishing vital competitive edge over
competitors.

Bold - RICB will be bold and audacious in taking calculated risks to gain a competitive

edge over competitors; leverage technology and new opportunities, to stay a step ahead
in the industry.
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Board of Directors

CHAIRMAN
PEMA NAMGYEL NADIK

Pema Namgyel Nadik is the Chairman of the RICB. He serves as the CEO of Bhutan Airlines
Private Ltd. He holds a Bachelor of Commerce from Sherubtse College, Trashigang, Bhutan.

INDEPENDENT DIRECTOR
YESHEY SELDEN

Yeshey Selden is the Independent Director on the RICB Board. She is the former Chief
Executive Officer of the State Trading Corporation of Bhutan Ltd. She holds a Master’s
Degree in Public Administration (Economic Policy) from the School of International &
Public Affairs, Columbia University, New York, USA. She graduated with a B.Com
(Honours) from Lady Shri Ram’s College New Delhi, India, in 1994.

DIRECTOR
PEMPA TSHERING

Pempa Tshering serves as a Director on the RICB Board. He is the Associate Director
for Planning & Monitoring Division, DHI. He holds a Master of Business Administration/
Master of Human Resource from the University of Newcastle, NSW, Australia. He
graduated with a BCA from Sherubtse College, Trashigang, Bhutan.

INDEPENDENT DIRECTOR
LAXMI PRASAD GIRI

He is the Managing Proprietor, L&N Financials Pvt Ltd., Thimphu, Bhutan. Laxmi
Prasad Giri has a BA with a Major in Economics and Finance from Sherubtse College,
Trashigang, Bhutan.
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Board of Directors

DIRECTOR

KARMA
CEO, RICB

Karma is the CEO of RICB. Prior to joining RICB, Karma was the founding CEO of
SAARC Development Fund and had worked with the International Finance Corporation
(IFC), Banco National De Commercial De Timor Leste, Bhutan National Bank and Royal
Monetary Authority of Bhutan. He has a Master's and Bachelor's Degree in Economics
from New York University, USA.

DIRECTOR

UGYEN DORJI

Ugyen Doriji sits on the RICB Board as the Director. He currently holds the position of HR
and Administration Manager for Save the Children International — Bhutan Country Office. He
has a Master of Business Administration from Griffith Business School, Griffith University,
Queensland, Australia. In 2007, Ugyen Dorji graduated from Dav College, Panjab University
Chandigarh, India, with a Bachelor of Arts (English) Honours.

INDEPENDENT DIRECTOR
SONAM LHUNDRUP

Sonam Lhundrup sits as an Independent Director on the RICB Board of Directors. Sonam
Lhundrup has an MBA from the University of Canberra, Australia, and an LLM from
George Washington University Law School, Washington DC, USA. He graduated from
the University of Mumbai in 2002 with a Degree in Law.
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Management Team

KARMA
CEO, RICB

Karma is the CEO of RICB. Prior to joining RICB, Karma was the founding CEO of
SAARC Development Fund and had worked with the International Finance Corporation
(IFC), Banco National De Commercial De Timor Leste, Bhutan National Bank and Royal
Monetary Authority of Bhutan. He has a Master's and Bachelor's Degree in Economics
from New York University, USA.

SONAM TASHI

DIRECTOR
Corporate Services Department

Sonam Tashi serves as the Director of the Corporate Services Department. He has a
bachelor’s degree in commerce from Sherubtse College, Bhutan. He started his career
as a journalist and later served as the Executive Director at the Guide Association of
Bhutan. Before joining RICB, he was the Secretary General of one of the oldest political
parties.

KINGA THINLEY

GENERAL MANAGER
General Insurance Division

Kinga Thinley is the Head of the General Insurance Division. Before holding his current
position, he served as the General Manager for the Phuentsholing Main Branch, and later
for the Credit & Investment Division. Prior to joining the RICB in 2014, he led the Credit and
Internal Audit Departments in NPPF. Kinga Thinley has MBA in International Business from
University of Thai Chamber of Commerce in Bangkok, Thailand.

PEMA YANGCHEN

GENERAL MANAGER
Credit & Investment Division

Pema Yangchen is the General Manager for the Credit and Investment Division.
She holds a Master's in Business Administration (Human Resources & Finance) from
Bangalore University, India. Before joining RICB, Pema Yangchen worked with the Bank
of Bhutan as the Head, Project Finance.
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Management Team

KINLEY WANGMO

GENERAL MANAGER
GM, GA&HRD

Kinley Wangmo serves as the General Manager of GA&HRD. She has Masters of Human
Resource Management from Murdoch University, Western Australia. Prior to joining
RICB, she served in Human Resources and Administration Department, Bhutan Power
Corporation Ltd for about 16 years as the Human Resource Officer and Manager. She
also worked as an Associate Director in DrukSmart Private Ltd for 2 years.

DORJI WANGMO

CHIEF LEGAL OFFICER
Legal Division

Dorji Wangmo is the Head of the Legal Division. She joined the company after serving in
the Judiciary, where she held positions as a lawyer and most recently as a Court Registrar
at the Supreme Court. She has a bachelor’s degree in business administration from the
University of Texas at El Paso, a bachelor’s degree in law from Campus Law Centre, Delhi
University, and a Master’s degree in law from George Washington University.

LUNGTEN

GENERAL MANAGER
Life Insurance Division

Lungten is the Head of the Life Insurance Division (LID). Before joining the LID, he
headed the Information and Technology Department. Lungten has Master of Business
Administration (MBA) from National Institute of Business Management, Chennai, India.
He graduated from the Sherubtse College, Bhutan with BSc General.

PEMA THINLEY

CHIEF FINANCIAL OFFICER
Finance & Accounts Division

Pema Thinley leads the Finance & Accounts Division. Prior to taking over as the CFO, Pema
has been working in Finance & Accounts Division under different roles since joining RICB
in 2007. He also served as the Company Secretary. He is a member of CPA Australia and
has a Master of Commerce from Curtin University, Australia.
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Your Ghoice:
Dignity or Nu 1,1002

For just Nu 1,100, our motor third-party insurance:
Repairs the damages to another car; pays for the
damage to other person’s life/property and covers
an injury to a passenger/yourself. We help you@1818




PHO-MO JOINT LIFE

Let's say you & your spouse buy Pho-Mo Joint Life for a Sum
Assured of Nu 100,000 when you're 30 & your spouse 33 years,
for a Term of 20 years. Your:

Monthly Premium
Nu 515

Benefits
Nu 100,000 + bonus
Plus risk coverage Nu 100,000 for both husband & wife

Tax waiver Nu 61,800

Premium waiver during the death of a spouse
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Tourist Insurance

Budget friendly & hassle-freel!

Covers

cuation - Lost passport & thira-party liability
- Repatriation & more
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l, on behalf of the Board of Directors, present the 51t Annual Report
along with the Audited Financial Statements of the Company for the
year ended 31t of December 2025.

Operational and Financial Highlights

The Board and the management are pleased to present the financial
performance report for the financial year 2025. This report provides
a comprehensive overview of the Company's financial position, key
achievements, and the principal factors influencing its performance
during the year under review.

The year 2025 was especially significant as we commemorated the
company's Golden Jubilee, marking 50 years of dedicated service to
the nation. This milestone stands as a testament to our enduring legacy,
institutional strength, and continued contribution to the advancement
of Bhutan's financial sector. It also reinforces our commitment to
adapting and evolving in an increasingly dynamic and competitive
environment.

Throughout the year, we achieved progress across key areas of our
business while remaining vigilant to emerging risks. We continued to
take prudent and proactive measures to strengthen resilience and
ensure long-term stability. The financial performance presented herein
highlights the Company's ability to withstand pressures, including
challenges faced by the insurance portfolio due to natural disasters
and heightened regulatory oversight in the credit segment.

As the Company advances into the future, it remains well-positioned
to build on its strong foundations and pursue sustainable growth in the
years ahead.

The Company earned a Profit Before Tax of Nu. 393.38 million (Previous
Year Profit of Nu. 114498 million). The profit, as per the accounts
prepared, under GAAR, is recorded at Nu. 584.23 million (Previous Year
Nu. 1,287.40 million), where the provision against non-performing loans
is accounted for as per the Prudential Regulations. The difference in
financial performance is due to the differences in the computation of
impairment against loans, advances, and the requirement to account
for fair valuation of FEIF. All the regulatory compliance requirements
were assessed as per the accounts prepared in line with GAAP.
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Significant Financial Indicators

The financial statements for 2025 of the company have been prepared as per the BAS/BFRS.
Important financial indicators are shown in the table below:

Indicators 2025 A0
(Nu. in Millions) (Nu. in Millions)
Profit Before Tax (PBT) (Nu.) 393.38 114498
Total Turnover (Nu.) 7012.31 701618
Return on Core Equity (%) 1717 54.46
Earnings per share (Nu.) 172 545
Book Value per Share (Nu.) 2754 3147
Net-worth (Nu.) 4,407.20 5,03510
Paid up Capital (Nu.) 1,600.00 1,600.00
Cash/Bank Balance (Nu.) 1,236.84 45427
Balance Sheet (Nu.) 28,969.56 26,888.06

The Company pursued credit growth during the year to enhance returns on investment and
strengthen overall financial stability, achieving a net loan growth of Nu. 179 billion. Total gross
interest income, including interest earned from fixed deposits and bonds, amounted to Nu. 2,073.33
million. This increase was primarily driven by the sanctioning of new loans. After accounting for
interest expenses on borrowings and insurance funds, the net interest margin stood at Nu. (86.66)
million.

During the year, the Company also introduced relief measures for NPL borrowers by offering
interest rebates on loan repayments. A total interest rebate of Nu. 4298 million was granted, which
reduced the net interest income. The Company recovered Nu. £16.61 million from offbalance sheet
(OBS) loans and earned dividend income of Nu. 1319 million from investments in various companies.

The NPL ratio increased to 3.50% from 3.08% in the previous year. In accordance with BFRS 9,
the total impairment provision for nonperforming loans amounted to Nu. 975.22 million, resulting
in an additional impairment charge of Nu. 54290 million during the year. As per the Prudential
Regulation, the total year-end provision requirement was Nu. 46115 million, necessitating an
additional provision of Nu. 463.21 million, including provisions for loans written off to OBS. The fair
valuation of the FEIF accounts accounted for a fair valuation loss of Nu. 8217 million during the
current year.

The insurance business continued to demonstrate stable performance and maintained its
market share, with the General Insurance segment contributing Nu. 852.40 million to the overall
profit. However, the segment was adversely affected by a catastrophic event that occurred in
October 2025. Net premium income amounted to Nu. 766.55 million, reflecting a 1757% increase
from the previous year's net premium of Nu. 65195 million after accounting for reinsurance
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costs. Correspondingly, net claims after considering reinsurance recoveries stood at Nu. 243.70
million. This resulted in an overall net claim ratio of 31.79% for FY 2025, compared to 12.60% in the
preceding year.

Profitability in the General Insurance business was supported by higher premium income and
increased investment earnings, which reached Nu. 43976 million, up from Nu. 424.29 million in the
previous year. Nevertheless, total claims under General Insurance rose sharply to Nu. 871.51 million
during the year. The reinsurance business generated a profit of Nu. 0.53 million, significantly lower
than the Nu. 18.52 million recorded in the prior year.

Meanwhile, the Life Insurance business achieved a total premium income of Nu. 1,74191 million in
2025. The year also recorded contributions of Nu. 127.38 million from the Annuity business and Nu.

72494 million from the Private Provident Fund portfolio.

Business Income for the year ended 31/12/2025

DEPARTMENT ‘ 2025 (Nu) ‘ 2024 (Nu)
Interest Income (Credit) 1943,665,374 1206,990,022
Commission, Dividend & Others (Credit) 441,219,365 459,857,687
General Insurance Premium 1,886,646,738 1,529,379,8%94
Life Insurance Premium 1,741912,835 2,035,290,619
Group Insurance Premium 89,281,842 85,187,042
Reinsurance Premium 33,797193 51931,470
Annuity Contribution during the year 127,389,554 193,459844
PPF Contribution during the year 724 946,881 733,425,625
Rent & Others 19,625,025 14,789,716
Broker Commission 3,831,132 5,876,282
TOTAL 7,012,315,939 7,016,188,201
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Profitability for the year ended 31/12/2025

Particulars ) 202.5' ) 202.4. Variance ‘25 & '24
(Nu in millions) | (Nu in millions) (%)

Income
Net Premium Earned 2,569.49 2,778.49 (752)
Net Fee & Commission Income 45199 51017 (M.40)
Net Interest Income 113515 115927 (2.08)
Other Operating Income 574.81 491.29 1700
Total Revenue (1) 473145 493922 (4.21)
Expenses
Net Claims 2,873.55 2,88775 (0.49)
Other Operating Expenses (Net) 920.79 716.66 28.48
Impairment 54372 18982 186.44
Total Expenses (1) 4,338.07 3,794.23 14.33
Profit Before Tax (1) — (1) 393.38 114498 (65.64)
Tax Expense 118.59 273.68 (56.67)
Profit After Tax 27478 871.31 (68.406)

The net worth of the Company as on 3112.2025 was valued at Nu. 4,407.20 million, and the book
value per share was recorded at Nu. 2754, mainly due to restatement of accounts for the past years
to affect the fair valuation of Fixed Equated Installment Facility (FEIF) as per BFRS 9. Considering
the financial performance for the year, the return to core equity was recorded at 1717 per cent
compared to 54.46 per cent during the previous financial year.

Financial Position of the Company

The total assets of the Company have increased by 894%, amounting to Nu. 2896 billion during
the year, from Nu. 26.88 billion in the previous financial year. The increase in the assets is mainly
due to an increase in investment in net loans, cash balance and fixed assets.

The net insurance fund balance has increased to Nu. 1740 billion from Nu. 15.76 billion in the
previous year.

Statutory Compliances

Royal Audit Authority

The Royal Audit Authority has inspected and audited the operations and performance of the
Company up to the financial year 2025.
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Statutory Auditors

M/s. JIGMI Audit & Financials Pvt. Ltd., Thimphu, was appointed as the Statutory Auditors of RICB
for the financial year 2025 during the 50th Annual General Meeting held on 7th April 2025.

Company Registrar

All the regulatory filings required as per the Companies Act of Bhutan 2016 have been made with
the Corporate Regulatory Authority of Bhutan and no adverse comments have been noted.

Corporate Governance

Corporate Governance remains fundamental to the long-term sustainability, credibility, and
success of RICB. The Company is committed to ensuring that its business is directed and
controlled in an ethical, transparent, and responsible manner, guided by the principles of integrity,
accountability, fairness, and professionalism. The Board of Directors provides strategic leadership
and oversight, ensuring that the Company operates in compliance with the applicable laws,
regulatory requirements, and corporate governance standards of Bhutan. Supported by its Board
Committees and Management, the Company continues to strengthen its governance practices
to safeguard stakeholder interests and reinforce institutional resilience.

During the year, the Company further enhanced its governance and oversight environment by
strengthening risk management, compliance, internal audit, and information security functions.
The establishment of an independent Chief Information Security Officer function and the
migration to secure cloud-based infrastructure have reinforced governance over information
assets, business continuity, and operational reliability. At the same time, the Company continued
to leverage technology and digital solutions to improve efficiency, transparency, and service
delivery, ensuring that governance practices are aligned with evolving operational and regulatory
expectations.

RICB also remains committed to fostering a culture of responsibility, ethical conduct, and
continuous improvement across all levels of the Company. Employees are guided by established
policies, code of conduct, and accountability frameworks, while oversight functions provide
independent assurance on the effectiveness of internal controls and governance processes.
As the Company marks its Golden Jubilee, it remains steadfast in its commitment to adopting
agile and futuristic corporate governance practices that support sustainable growth, strengthen
stakeholder confidence, and uphold its role as a trusted national institution.

The Board Committees are as follows:

The Board Audit Committee (BAC) held four meetings in 2025. The committee consists of four
Directors and is chaired by Mr. Laxmi Prasad Giri. All members attended the meetings, with virtual
participation in the first two meetings.

The Board Risk Management Committee (BRMC) conducted five meetings during the year, chaired
by Ms. Yeshey Selden, an Independent Director. The committee comprises four Directors. All
members attended the meetings, with one or two Directors participating virtually for the meeting.
The Board Human Resource and Governance Committee (BHRGC) held six meetings in 2025.

| 17 | Annual Report 2025



The committee comprises four Directors and was chaired by Mr. Ugyen Dorji, Ordinary Director.
Some Directors attended the three meetings virtually.

The Board Credit Committee (BCC) convened seven meetings in 2025. The committee comprises
five Directors, including its Chair, Mr. Sonam Lhundrup, an Independent Director. All members
attended the meetings, with some Directors joining virtually in the last four meetings.

Composition of the Board of Directors

The Board of Directors consists of seven Directors from diverse professional backgrounds. Chaired
by Mr. Pema Namgyel Nadik, the Board consists of three Independent Directors, two Ordinary
Directors, and the CEQO. Ms. Yeshey Selden, Mr. Laxmi Prasad Giri, and Mr. Sonam Lhundrup serve
as Independent Directors. Mr. Pema Namgyel Nadik, Mr. Pempa Tshering, and Mr. Ugyen Dorji serve
as Ordinary Directors.

In 2025, the Board held eight Board Meetings, of which one was held as an emergency meeting.
The details of the Board Meetings are provided in the following table:

Name of the Member No. of Board Meetings attended Joining Date

Mr. Pema N Nadik 8 of 8 271t of April 2023
Ms. Yeshey Selden 50f 8 7t of October 2022
Mr. Pempa Tshering 8of 8 7t of October 2022
Mr. Ugyen Dorji 8of 8 7t of October 2022
Mr. Sonam Lhundrup 8of 8 21t of April 2023
Mr. Laxmi Prasad Giri 70f8 245 of April 2024
Mr. Karma 8of 8 10t of April 2018

Risk Management

In 2025, the RICB further strengthened its Enterprise Risk Management Framework by embedding
risk considerations into strategic planning and day-to-day operations. Risk assessments were
integrated across product design, underwriting, credit, investments, and operational activities
to enhance financial stability, improve internal discipline, and ensure compliance with regulatory
requirements, including AML/CFT obligations. Oversight functions, comprising the Risk
Management Unit, Compliance Function, Internal Audit Division, and Credit Review and Monitoring
Services, continued to operate as coordinated lines of defence, providing independent assurance
and reinforcing accountability.

During the year, information security governance was further strengthened with the inclusion
of the Chief Information Security Officer (CISO) function under the Risk Management Unit. The
appointment of CISO enhanced oversight of technology-related risks across systems, networks,
applications, and data as required by the standards of ISO 27001 and ISO 27701. The Risk
Management Unit also advanced its role beyond compliance monitoring to actively supporting
risk mitigation and informed decision-making. These efforts have strengthened the Company's
overall risk culture, governance, and resilience, ensuring its continued ability to operate safely and
responsibly in an evolving risk environment while serving the people of Bhutan with stability and
confidence.
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Key Initiatives Undertaken in 2025

During the year, the Company implemented several strategic and operational initiatives to
strengthen service delivery and expand its offerings:

1. Developed and implemented a Customer Service Management System(CSMS) to improve

customer engagement, service efficiency, and overall customer experience.

Completed AML/CFT risk assessments for both new and existing life insurance products.

3. Introduced new insurance products, including the Deferred Annuity Scheme, Kuenphen
Tshesog Ngenchoel, and Group Medical Insurance.

4. Initiated online underwriting services for Motor Third Party Insurance to enhance customer

convenience.

Migrated core infrastructure to cloud-based systems.

6. Provided special loan rebate initiatives to support borrowers with loans sanctioned before
2019

N

a1

These initiatives reflect the Company's commitment to innovation, delivering positive customer
experience, and operational excellence.

Future Outlook

The RICB remains committed to its vision of becoming the crown jewel of the financial sector
of Bhutan. As it enters the final phase of its Five-Year Strategic Plan (2022-2026), the Company
will focus on four non-negotiable objectives: profit, liquidity, growth, and solvency to ensure
sustained financial strength, long-term viability, and continued value creation for policyholders
and stakeholders.

Profitability shall remain a mandatory target to strengthen the Company’'s capital base, while
liquidity shall be managed prudently to meet obligations and support efficient investments.
Growth shall be pursued to create real value beyond inflation and expand market presence. Above
all, solvency shall remain the cornerstone of all strategic and operational decisions, ensuring the
Company's ability to meet long-term commitments across Life Insurance, General Insurance, and
Re-insurance businesses.

Risk management shall continue to serve as a central pillar of the Company's strategy, embedded
across all business functions to enhance resilience and ensure compliance with evolving regulatory
requirements, including AML/CFT standards. The establishment of an independent Chief
Information Security Officer function will further strengthen information security governance in line
with internationally recognized ISO standards. In addition, the introduction of the Organisational
Health Index (OHI) and continued investment in employee development willenhance organisational
capability and performance, while the Risk Management Unit will play a more proactive role in
driving risk mitigation and informed decision-making.

At the same time, the Company will continue to advance its digital transformation initiatives
to improve operational efficiency, service delivery, and data security. These efforts will position
the Company to support emerging national initiatives, including opportunities arising from the
development of Gelephu Mindfulness City, while strengthening its ability to serve a growing and
evolving customer base.

|19 | Annual Report 2025



As RICB advances into 2026, it remains steadfast in its commitment to financial discipline,
innovation, and institutional resilience, and will continue to provide trusted financial protection
while contributing to a secure and prosperous future for the nation and its people.

Acknowledgment

As we reflect on the year, the Board extends its sincere appreciation to the Royal Government of
Bhutan for creating an enabling environment for the Company to thrive and fulfil its social and
financial mandate through continued partnership, cooperation, and steadfast support.

I would also like to thank our valued clients, business partners, reinsurers, sales executives, and
stakeholders for their continued trust and confidence in the Company.

My heartfelt appreciation goes to the Chief Executive Officer, Management, and employees for
their unwavering dedication, hard work, and perseverance throughout the year. Their collective
efforts have strengthened the Company and positioned it for a financially stable and sustainable

future.

As we move forward, the Board remains confident in the Company's continued progress and

success in the years ahead.

Tashi Delek (Pema Nﬁﬂ@?éTﬁadik)
Chairman on behalf of Directors
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Al JIGMI Audit & Financials

(A Private Limited Company)

INDEPENDENT AUDITOR'S REPORT ON THE FINANCIAL STATEMENTS FOR
YEAR ENDED 31 DECEMBER 2025

To the Shareholder(s) of Royal Insurance Corporation of Bhulan Linuted
Thimphu

Opinion

We have conducted an annual audit based on the financial statements of Royal Insurance
Corporation of Bhutan Limited (RICBL - the ‘Company’). which comprise the Statement of
Financial Position as at 31 December 2025, Income Statement Statement of Comprehensive
Income. Statement of Changes in Equity, and the Statement of Cash Flows for the year then
ended. and Motes to the Financial Statements. including a summary of significant accounting
palicies.

In our opinion, the accompanying financial statements present fairly, in all material respects, of
the financial position of the Company as at 31 December 2025 and its financial performance
and its cash flows for the year then ended in accordance with Bhutanese Accounting Standards
(BAS).

Basis for Opinion

We conducted our audit In accordance with International Standards on Auditing (ISAs), Cur
responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Financial Statements section of this report, We are independent of the Company
in accordance with the ethical reguirements that are relevant to cur audit of the financial
statements in Bhutan and we have fulfilled our ethical requirements in accordance with these.
requirements. We believe that the audit evidence we have obtained js sufficient and appropriate
to provide a basis for our opinion,

Emphasis of Matter

Withoul gualifying our Report, we invite your attention to the following matters, which are
appropriately presented and disclosed in Ihe financial statements, These matters are
considered of such imporance that they are fundamental to users’ understanding of the
Company's financial position. performance. and cash flows

I. 'Restatement of Prior Period Financial Statements and Fair Valuation of FEIF Loan:

We draw attention to Note 47 to the financial statements, which describes the restatement of the
comparative information for the year ended 31 December 2024 arising from the adoption of fair
value measurement for Fixed Eguated Instalment Facility (FEIF) loans in accordance with IFRS
2 (or the equivalent requirement under applicable Bhulanese Accounting Standards).
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- AR A F e RESg Al
Al JIGMI Audit & Financials

{A Private Limited Company)

The'restatement has the following effects on the 2024 financial statemants:

i. Impact on the Profit or Loss and the Tax for 2024;
a. Profit for the year decreased from Nu 836,473,841 to Nu.720.295.835 (reduction of
Nu. 118,178.008), and
b A deferred tax benefit of Nu 38726002 was recognized in respect of the
adjustment.

ii. Impact on the Statement of Financial Position as at 31 December 2024
a. Total assels decreased by Nu297.993259. from Nu.26.936165724 to
Mu.26.638.172.465; and
b. Loans and receivables decreased by MNu287.993.258 from Nu,16,137.687.838 (o
Mu.15.839,694.580.

iii. Impact on equity as at 31 December 2024
Total Retained Earnings decreased by Nu.258,267.257, from Nu.1,776.013.372 to
MNu1,516,746.115

The restatement affects the opening balances for the year ended 31 December 2025, including
the Retained Earnings and related line items In addition. the application of fair value
measurement to FEIF loans has resulted in a net loss on fair valuation of financial assets of
Mu.82.174.827 recoghized in the Statement of Profit or Loss for the year ended 31 December
2025 (2024 restated comparative: Nu, 154,804,008).

Il. General Insurance and Reinsurance Balances Awaiting Final Confirmation

We draw attention to Note 43(a) to the financial statements, which discloses reinsurance
balances outstanding as at 31 December 2025 in the General Insurance portfolio, Reinsurance
receivables from various reinsurers amount to Nu. 225972 102 (2024 Nu.244 112.384), and
reinsurance payables to various reinsurers amount to Nu.403,953,630 (2024 Nu.291 B54 5B5).
These. balances have been reconciled in the Company's records on the basis of available
documentation. However, final confirmations and acceplances from the reinsurers are still
awaited. Current-year transactions included within these balances comprise receivables of
Mu. 1,343,040 and payables of Mu.253.505,502.

Accordingly, the ultimate financial impact. if any. arising from differences identified upon receipt
of final cenfirmations from reinsurers cannot be delermined al this siage.

lll. Reinsurance Business Balances Awaiting Confirmation

We draw attention to Note 43(b) to the financial stalements, which discloses reinsurance
balances outstanding as at 31 December 2025. Reinsurance receivables from various
reinsurers amount to Nu.72.640.260 (2024: Nu. 99693.692), and reinsurance. payables to
various reinsurers amount to Nu, 130,248 560 (2024; MNuw.93,007 405), These balances have
been reconciled with supporting documentation and submitled to the relevant reinsurance
partners for confirmation. However, such confirmations remain pending as of the date of audit,
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Current-year transactions included within these balances comprise receivables of
Nu.47.446 067 and payables of Nu.13,797 702

Consequently, any adjustments or financial implications resulting from the final confirmations by
reinsurars are not ascertainable at this stage

IV. Deferred Loan Accounts and Associated Credit Risk

We draw attention to the disclosure in the financial statements regarding deferred loan accounts
As at 31 December 2025, the Company has 78 such accounts with an outstanding principal
balance of Nu.2,878,688603 (31 December 2024: Nu.7,116.683.580, including accumulated
interast of Nu.1,924 570,967 34). These facilities represented approximately 42% of the total
loan portfolic at the end of the prior year. The subslantial reduction during 2025 Is primarily
attributable to restructuring arrangements.

Interest income recegnised on the remaining deferred leans during the year is reflected in the
Statement of Profit or Loss. Notwithstanding the progress achieved through restructuring, these
accounts continug to carry elevated credit risk. Uncertainties persist in respect of full
recoverability, and the possibility of future defaults, and their potential adverse effects on the
Company's financial position, liquidity, and capital adequacy cannol be excluded as at the
reporting date.

V. Non-Performing Loans and Charged-Off (Contingent) Exposures

We draw attention lo Note 34(b) to the financial statements which discloses non-performing
loans (NPLs) of Nu.655.673,366.09 as at 31 December 2025, representing 3.49% of the active
loan portfalio. In addition, the Company reports contingent assets relating to charged-off loans
amounting. to Nu.5832 522 D43, Although these charged-off exposures have already been
recognized as a charge to profit or loss In prior penods, recoveries remain possible through
engoing legal proceedings, enforcement of collateral, out-of-court settlements, or restructuring.

When considered together with the Company's historical lending patterns, the combined
stressed exposures (NPLs and charged-off loans) represent approximately 27% of total
historical lending

The management is urged to maintain robust monitoring of recovery efforts and to strengthen
overall credit isk management practices

Cur gpinion is not modified in respect of the above matters as the appropriateness of the
financial statements as a whele is not affected

Key Audit Matters

Key Audit Malters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the period under audit. 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 separate opinion on these matters.
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Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for the other Information The other nformalion comprises the
annual report but does not include the financial statements and our auditor's report thereon. Our
cpinion on the financial statements does not cover the ather informalion and we do not express
any form of assurance conclusion therson

In connection with our audit of the financial statements, our responsibility s to read the other
information and, in doing so, consider whether the other information is materially incansistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated If, based on the work we have performed. we conclude that there |s 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

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

In preparing the financial statements, the 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 the management either
intends to liquidate the Company or to cease operations. or has no realistic alternative but to do
50.

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

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whelher the financial statements, as a
whole are free from material misstatements, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion Reasonable assurance isa high level of assurance
but is not a guarantee that an audit conducted in accordance with 1SAs will always detect a
materal misstaterment when it exists. Misstatements can arise from fraud or error and are
considered matenal if, individually or in the aggregate, they could reasonably be expecled to
influence the economic decisions of users taken on the basis of these financial statements

As part of an audit in accordance with 1SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also

i. l|dentify and assess the nisks of matenal nusstatement of the inancial statements. whether
due to fraud or error, design and perform audit procedures responsive to those nisks. and
abtain audit evidence that is sufficient and appropriate to provide basis for our opinion

Annual Report 2025 | 26 |



AR A BN AR S AR
JIGMI Audit & Financials

{A Private Limited Company)

The risk of not detecting material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions
misrepresentations, or override of internal control;

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

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

iv. Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained. whether material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as going concern. If we conclude that material uncertainty exists, we are required
o draw attention in our audit 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 audit repart; and

v. Ewvaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
Iransactions and events in a manner that achieves fair prezentation

We have communicated with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significani 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 safequards. From the mallers communicated with those charged
with governance, we determine those matters that were of most significance in the audit of the
financial statements of the current period and are therefore the key audil matters

We describe these matters in our audit 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
s0 would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on Other Legal and Regulatory Requirements

As required by Section 266 of the Companies Act of Bhutan 2016, we enclose the Minimum
Audit Examination and Reporting Requirements as Appendix | with statements on the matters
specified therein to the extent applicable.
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Further, as required under Section 265 of the Companies Act of Bhulan 2016, we report that.

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

b In our opinion, proper books of account as required by law have been kept by the
Company so far as it appears from our examination of those books,

c.  The Company's Statement of Financial Position, Income Statement, the Statement of
Comprehensive Income, the Statement of Changes in Equity and the Statement of Cash
Flows dealt with by this report are in agreement with the books of accounts, and

d Based on the information, explanation and management representation received during
the course of our audit, the Company has complied with other legal and regulatory
requirements to the extent applicable to the Company

Jigmi Rinzin FCCA,
{Membership No. 0283308)
Partner

4 April 2026
o e e e
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MINIMUM AUDIT EXAMINATION AND REPORTING REQUIREMENTS

In compliance with Section 266 of the Companies Act of Bhutan, 2018, and on the basis of such
checks as we caonsidered appropriate. and according to the information and explanations given
to us, we report, to the extent applicable. that

1. The Company has maintained proper records of the property, plant & equipment (PPE) in
the Assets Register to show full particulars including quantitative details and situation of the
assets. As explained to us, physical verification of fixed asset has been completed by the
management for some branches and there is a plan to carry out on phased manner for
others. As informed, no material discrepancies were noted during the physical verification.

2. None of the PPE have been revalued during the year,

3 The Company has borrowed money from various organizations and the terms and
conditions of such loans are, prima facie, not prejudicial to the interest of the Company.
Accerding to information and explanations provided to us. there is no Company under the
same management.

4, The Company had a total year-end Overdraft (OD) culstanding of MNu.B68.623.585.51
against the sanctioned amount of Mu.860 million. This OD outstanding comprised
Nu205998.008.30 against the sanctioned OD of Nu210 milion from BoBL,
Nu.B,069,822.37 against the sanctioned OD of Nu, 150 million from TBank, and another
outstanding of Nu 456,557 747.84 out of the sanctioned amount of Nu.500 million from
BDBL.

5. The Company, in normal course of its operations, has granted loan to other companies,
firms or gther parties wherein the rate of interest and the other terms and conditions of loans
sanctioned are not, prima facie, prejudicial to the interest of the Company. According to tha
information and explanations provided to us, the Company has not granted loans to
companies under the same management.

6. Menetary Measure IV was infroduced as a targeted support initiative for performing loans,
enabling relief measures aligned with the severty of pandemic impacl and borrowers’
repaymentt capacity, As of 31 Decembear 2025, the Company has 78 deferred Ipan.accounts
with an oulslanding balance of Nu.2.878688603 a significan! decrease from
Nw.7.116.683 580 (including accumulaled mterest of Nu.1.924.570,967.34) as at 31
December 2024, which had constituted 42% of the lotal loan portfolio. The reduction is
primanly altributed to the restructuring of these facilities. The Company also maintained
1,142 Fixed Equated Instaliment Facility (FEIF) accounts with an outstanding balance of Nu.
1.185,245 418.39 as of 31 December 2025 The audit raview covered the status of deferred
and FEIF accounts, assessment of restrucluring measures, and evaluation of provisioning
and compliance with applicable regulatory and finangial reporting requirerments

7. Loans and advances granted by the Company to its officers/staff are as per the provisions of
service rules or as per the business requireament. No instance of excessiveifrequent
advances or accumulation of large advance against padicular individual has been noted
during our test verification.
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In our opinion, there are adequate system of internal controls to ensure completeness,
accuracy and reliability of accounting records, carrying out business in an orderly and
efficient manner, to safeguard the assets of the Company as well as to ensure adherence to
the rulesiregulations, systems and procedures. The Company has adopted, and followed.
the policies, systems and procedures, as approved by the Board or other higher authorities
to ensure the existence of a prudent and sound financial management in managing the
affairs of the Company. Further, steps have been taken to improve mechanism of loan
appraisal, processing, claim settiemenls, bank reconciliation and internal control to mitigate
the risk of fraud and embezzlement

In our opinion, with exception that some of the items purchased are of special nature and
suitable alternative sources do not exist for obtaining comparable quotations thereof, there
is adequate system of competitive biddings, commensurate with the size of the Company
and nature of its business, for purchase of goods and services including PPE and other
items, such as, stationeries and related expendable items, etc.

Transactions of advancing of loans and for purchase of services, elc., made in pursuance of
contracts or arrangements entered into with the Director/s or any other party related to the
Direclor/s or with companies or firms in which the Direclor/s are directly or indirectly
interested have been made at prices, which are reasonable having regard to the prevailing
market rates/prices for such loans or services or at rates/prices at which the transactions for
similar loans or services have been made with other parlies. As such, such transactions, if
any, are not prejudicial to the interest of the shareholders and the Company Further,
records required under Section 228 of the Companies Act of Bhutan 2016 are updated by
the Company.

To the best of our knowledge, expenses charged to the Company's accounts represent
legitimate business expenses and no personal expenses have been debited to the Income
Statement other than those payable under contractual obligationsfservice rules.

In our opinion, the Company is regular in depositing rates, taxes. duties, royalties, provident
funds, and other statutory dues with the appropriate authorities. Further, the corporation tax
was found to be adequately computed and deposited timely in accordance with the current
applicable Taxation laws, and has been appropriately disclosed in the financial statements

There was no undisputed amount payable in respect of rates, taxes, duties, royalties,
provident funds and other statulory deductions al the year-end other than tax deducted at
source (TDS) which was paid later on within the stipulated time period.

Considenng the Company's fund requirements for its normal business operations,
management of the Company's liquid resources particularly cashibank and shorl-term
deposits, elc are adequate and no excessive amounl s lying idle in non-interest-bearing
accounts. Withdrawals of loan amounts are made after assessing the requirements of funds
from time to time and no excess amount is withdrawn leading 1o avoidable interest burden
on the Company.

In our opinion, the Company has a reasonable system of periodical review of lending rates,
and based on such review and considering the market and economic conditions, the interest
rates are delermined and approved by the Company Further the Company maintains a
reasonable system of cosfing to ascertain the cost of its services and enable it to make
proper pricing decisions for its services.




16. The Company is engaged in insurance business and its system of screening commission
agents |s generally adeguate. The agency commission structure is in keeping with the
industry norms/market conditions, as we have been gwen to understand by the
management, As informed {o us, the Company has, in general, a system of evaluating
performance of each agent on a periodic basis.

17. In our opinion and to the best of our knowledge. the activities carried out by the Company
are lawful and fntra vires to the Articles of Incorporation of the Company

18. The Company has system and procedures for obtaining approvals of the Board/delegated
authority for all capital investments decisions and investments in new projectsiventures are
made after considering the technical and ecenomic feasibility of such projects.

18 Ingur opinion, the Company has established an effective budgetary control system,

20. In our opinion, other than the remunerations to the Chief Executive Officer, and sitting fees
to other Directors, no other payments in cash or in kind, has been paid to them or any of
their relatives, in the nature of remuneration or commission. Remunerations and sitting fees
paid to the Chief Executive Officer, and the Directors, are disclosed in lhe Financial
Statement under Note 38.3.2.

21 Directives of the Board have been found to be complied with L the Company.

22. Price sensitive information, to the best of our knowledge, have not been transmitted by any
officer of the Company, unauthorized to any other person with inlent to benefit themselves,

23. In-our opinion-and to the best of our knowledge: proper recorcs are kept for inter-unit/branch
transactions/services and arrangement for services made wil. other agencies engaged in
similar activities

24, In our opinion and to the best of our knowledge, the Company has generally maintained
adequate documents and records for the loans and advances granted, and has also drawn
up adequate agreements for the same. Further, the credit appraisal process followed by the
Company is reasonable. However, the management should continue with their efforts to
recover outslanding amount from the borrowers even thougl the same has been charged
off to Off-Balance Shest

25 In our opinion and to the best of our knowledge, proper records of the transactions and
conlracts for dealing and trading fn shares. securities and other investments have been
maintained and timely entries have been made thersin

26. There has been, in general, a reasonable system for continuous follow-up of receivables for
recovery of its outstanding amounts but age-wise amalysis of oulstanding amounts is
generailly not been carried out for management information an’ follow-up actions.

27. In our opinion, provisions towards permanent diminution, in the value of investments is
made, wherever required and considered necessary

28 To the best of our information, the Company has complied with the requirements of
Financial Services Act of Bhutan 2011, and other applicable laws. rules and regulations and
guidelines including prudential regulations issued by the Royal Monetary Authority of Bhutan
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(RMA). The Company has generally complied with the provisioning requirements prescribed
under IFRS 2 relating to provisioning for the non-performing assets including leans and
advances.

In our opinion, the assets hypothecated and mortgaged against loans and advances Is
generally physically verified by the Company, valued and Mortgage Deeds executed,
wherever required, and the Company has ensured that the asseis are free of any prior lien
or charges.

. To'the best of our infgrmation, the Company has a syslem ¢f monitoring of Projects for

which loans have been provided to ensurg that the lean amounts are used for the specified
purpases and project activilies are progressing satisiaclornily

To the best our information, the Company has a system of calling for open/sealed bids for
disposal of assels taken over for repayment defaulls. Fuither as informed to us, the
Company, in general has a system of asceraining and identifying unserviceable or
damaged stores and loss, if any, on the sale of the same which are duly accounted
fcharged in these accounts. Readsonable records are maintaingd for sale and disposal of
realizable scraps.

In cur opinicn, reschedulingfrephasingfrestructuring of loans, including NPLs and
recognition of interest income In respect of non-performing assels, are carried out in
accordance with the provisions of Prudential Regulations issusd by RMA and Accounting
Standard.

In our opimon. the Company has a system to ensure that additional loans are not granted to
those who have defaulied payments of previous advances.

According to explanation and infermation provided to us, the Cempany has not acquired any
machineryleguipmant on lease or leased out to others.

Loans are written off after following proper procedures and afier raceipt of the approval from
the designated authorities. During the year, foans of Nu.7 66 nillion including OBS loans
(Previous Year Nu.6.77 million) have been wiitten off,

Computerized Accounting Environment:

1.

According to the information and explanations provided to us, the organizational and system
development controls and olher internal contrals are generally adequate commensurate with
size and nature of computer installations.

. According to information and explanations provided to us, bac«-up Is stored at third party

location. The back-up, restoration process and other safequard measures appear to be
adequate.

The Company has a Disaster Recovery Plan (DRP) in place commensurate with the size and
nature of business of the Corporation

. The operational controls in the Company are generally adequs:= o ensure correctness and

validity of input data and output information




5. According to the information and explanations given to us. meazures to prevent unauthorized
access to the computer installation and files are adequate:

General

1. Going Concern Problems
Based on the net asset position reflected in the Statement of Financial Position as at 31
December 2025, audited by us in accordance with the 1SAs and on basis of such ather
tests, as we considered necessary In this regard, we have no reason to believe that the
Company is not a Going Concern on the date of Statement of Financial Position and is niot
likely to become sick in near future:

2,  Ratio Analysis (attached separately)
Significant ratios indicating the financial health and performance of the Bank are provided
under Appendix-if of this Report

3. Compliance with the Companies Act of the Kingdom of BEhutan
The Company has complied with the applicable provisions of the Companies Act of
Bhutan, 2016. Detalls of Compliance calendar and Compliance checklist are given under
Appendix-ill of this Report,

4. Adherence to Laws, Rules and Regulations
The audit of the Company is governed by the Companies Act of Bhutan 20186 and the
scope of audit is limited to examination and reviews of the financial statements as
produced to us by the Management

in the course of the audit, we have considered the compliance of provisions of the said
Companies Act, its Aricles of Incorporation and applicable BAS

For JIGMI Audit & Financials Pvt. Ltd.

Jigmi Rinzin FCCA
(Membership No, 0283308)
Partner

Date: 41 April 2026
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Appendix 11

REFERRED TO IN THE RATIO ANALYSIS OF OUR OBSERVATIONS UNDER MINIMUM AUDIT
EXAMINATION AND REPORTING REQUIREMENT (to The Companies Act of Bhutan, 2016) FOR

THE YEAR ENDED 31ST DECEMBER, 2025 OF ROYAL INSURANCE CORPORATION OF BHUTAN
LIMITED :

STATEMENT OF SIGNIFICANT RATIOS

FINANCIAL RATIOS: 2025 2024

A |STABILITY RATIOS:

1 |Capital Adequacy Ratio (%) 15.49 19.55

2 |Met Worth to Total Liabilities (%) 15.21 18.73

3 |Equity Investments to (Met Worth + Insurance Fund) (%) 313 3.40

B |PROFITABILITY RATIOS:

1 |Operating Income to Net worth -Net (%) 107.36 98.10

2 |Operating income to Total Assels (%) 16.33 18.37

3 |Met Profit (After Tax) to MNet Worth (%) 5.23 17.30

4  |Net Profit (After Tax) to Total Assets (%) D.g5 3.24

5 |Return on Core Equity (Profit After Tax) (%) AT 54.46

C |STRUCTURAL RATIOS :

1 |Debt/Core Equity Ratio (%) 41.79 7.58

2 |Long Term Debl to Net Worth (%) 18.17 24

3 |Met Fixed Assets* to Long Term Debt (%) 44276 2.293.17

4 |NetFixed Assets® to Net Worth (%) 67.18 55.23

‘includes investment Properly
Financial Data 2025 2024
Face Value of share {Mu.) 10,00 10.00
Earning per Share (Mu.) 1.72 5.45
Book Value per Share (Mu.) 27.54 31.47
Market Price per Share (Mu.) 7641 86.00
Dividend per share (M.} - 3N
Mo. of Shareholders 15,923 15,682
Sharehalding pattern: No of shares 160,005,286 160,005,286
Druk Holding & Investment (%) 18.41 18.41
Private & Public Holders [%) B1.58 81.59

'__'.'u -.'-' .
Jigmi Rinﬁﬂ/gh

( S |2

Partner ! TifmpV

Membearship No. 0

Place : Thimphu

Date :

4 April 2026
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Complionce Checklst : (Exfrocts from the Companies Act of Bhutan 2015) Appendix-il

INCORPORATION OF COMPANY £ MATTERS INCIDENTAL THERETD

[Me] ss. T I ¥es T wo | wa ] REMARKS
1 | 28 [Changes i Arficiesfappiaval Mo,
1 | 47 |Change of nome/Appiovel HA
3 [ 127 lincreose or consglication of shate copital Mo,
4 | |24 JReduchon af share capital BA
3 | 82 Jlicense Copy and Shate Cerdilicale fing A
& | 107 |Public olfer of sharns & Debentwes-ROC Approval A
MANAGEMENT & ADMINISIRATION
7 | 217 |Regsiered Oflice of Company Yes
B | 231 |Publication of nome by Company Yes
7 | 241 |[Financial Yeor of Companies as of 315t Dec. Yes
10 | 245 |Financial Staterments 1o follow BAS Yes
11 [ 287 Jannual Retum Submision Yes
12 177 JAnnugd General Maeting {Minutes) Tes
13| 188 |Exroordinary General Meeting [Miries] M.A,
14| 185 |MNofice for coling general meeling Yes
16 190 [Chairman of éaling Yy
17| 192 [Represenitolion of corporations ol maelngs Yes
18| 193 jCrdinary and speciol resolufions (Minutes) Yes
19 195 erll._llﬂ!- ol annual Genercl Meeling and Board Mealings You
[mainfained 55,1951 98]
201199 | Decloralion and poyment of dividend[ 1 79-207) Tes
21237 [Bocks of occount fo be kept by company Yes
23} 238 |inspection of Bocks of occouni Yes
23| 244 |Annwed Accounts & Balonce Shsals Yes
24| 247 [Fiing of Bulance Sheels glc, wilh the Regiival Yes
25 249 |Board's reporf {sigred by Chairman] (249 & 250 Yas
24 | 252 [Appointment ond remavial of Auditors Yas
27 | 260 |Resignation of suditers fiom olfice (Annual Resignation) Yis
Auditing standards [Audit using Auditing Standards
il g P By AASBB) " 05
271 133 |Mumber of dicectors Tes
A0 ) 134 |One thard of all Pulsic Companies shall be independeni Yt
31| 138 | [Minimum Mo, & refirement on rofafion] Yot
32| 13% |addiional direclars AL
33 ) 140 |Conten! lo act os directors Yas
34 | 14| jCedtain parsons nol fo be-oppointed os Direcion Yis
35| 142 |Resgnalion by a direclor MLA.
35| 143 |Removal of ditechon BLAL
37| 14¢ |Boara meelings Yas
A8 | 152 |Geneal powers of the boord Y
3% | 156 |Reskichion on powers af Board fes
40§ 210 JAppointment of Chiel Execufive Officer LA,
41 | 213 [Company Secralary reguired in all Pubdlic Companias Tes
421414 | Appoinimeni of seling or buying agents Tes
43) §57 |Mo loons fo direchons [only for Pubilic €o.) Ty
44 ) 53 |inle-comporate investments s
45) 61 |Srandard of care rquired by dirmctons ey
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Compllance Checklist : (Extracts from the Companies Act of Bhutan 2014) Appendic-ill

STATUTORY RECORD AND INSPECTION

46| 228 5tolutory record and inspeciion Yy
(2] Regisar of buybock of shares M.A
=] & Gl ronsiens Yes Salt Copy
[ ¢} |Regittes of charges Yos Saft Copy
[d) |RegEler of infer-comarate laans Yeu Soll Copy
(8] |Regiler of inter-corporate invesiments g Salt Copy
[8] |Reggister ! conlracts in which directoss ore inkirested e soll Copy
[g) |Reghter ol direclon Tei Solt Copy
{h |Regisier of direclors’ sharenolding Tey Sall Copy

OTHERS
47| 227 [inspection of Stalutary Regishers Yes
42| 85 sl of SharsholderMamban Yot ol Copy

for JIGMI Aud# & Financials Pyt
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Royal Insurance Corporation of Bhutan Limited
INCOME STATEMENT
For the year endexd 31 December 2025

i Company
. 3st December, 215 Decembers o0 b mber, 3151 Deeember,
Noles 2025 024 2028 024
(Restated) (Restated)
Niw Nu Na. Nu.
Revemses
Ciross writlen  premiums 4 3,782 478,699 3.730,204,231 3.782,478.699 3,730,204,231
Less Premiums ceded to reinsurers 41 {1,137 719040 (B0 202 088) (1 137.719.040) (890,202 08&
Mel writlen premiums 2.644,759,659 2,840,002,143 2.644.730,650 2.840,002,143
Less: Met change in uneamed premium provision TS5 26T 933) (61, 306 495} (15 267933) (61 5064951
Net earned premium 1569491,726 1775495648 21.569.491,726 1,778.495.645
Finance Income ] 408,754,112 480,546,509 408,754,112 480,546,509
Fee and commission income ] 173,077,524 138,963,805 173,077,524 138,963 805
Less Fee and commission expense 7 (129836 922) (109,347 130) (129836 923} (109,347.130)
Net fec and commission income 4519594714 510,163,184 451,994,714 510,163.184
Inerest mcome on financial services & 1548, 103,301 1,466,102,956 1,548,103,301 1,466,102 956
Less : Inerest expense on financial services 9 (330,771,284) (306,833,126) (330,771,284) (306, 833,1268)

Net (Loss)Gain on Fair Valuation of Financial Asscts 47 (B2 174,837} (154,904 008} (82,174,827} (154,904,008}

Net interest income 1.135,157,190 1,004,365 822 1,135,157,1%0 1,004, 365,822
Total revenue 4,1 56,643,630 4,293,024,654 4,156,643,630 4,293,024,654

OBS Recovery 416617415 409,573 958 416617415 409,575,958
(iher operating income 10 158 194,066 B1.715.681 138 194,066 1715681

Total Operating Income 4731455110 4.784.316,292 47314585100 4.784.316,297
Gross benefits and claims paid 11im) (2115902169}  (1.208313.812) (2.115902,169) {1,208313.812)
Clamms ceded 10 reinsarers 11(b) 649,499 882 (53,555.451) 640 499 883 (53.555451)
Change m contract lmbilities ey _{LAOTISHOT0) (1625 879 624) (1407 1549700 (1625 870 624)
Net benelits and claims (2.873,557,257) (2.H87,748.887) (2.873.557,257) (1,887,748.887)
Expenses relating to private provident fund (218,036,428) (190,699 248) (218.036,428) (190,699, 248)
Other operating and adminestrative expenses 12 (T02,755,6200 (525,960,704) (T02.755,620) {525.960,704)
Impamrment gain / { loss) 13 (543, 725,691) (189,828 439) (543,725,601 (189,828 .439)
Shase of profit of an associate 9 788,273 (34, 840,388) . -
Net incomel{ loss) before incone taxes 394,168,386 955,238,626 393,380,113 S90,079.014
Income tax (expense) / benefit 14 V1B 505 198) (234942 791) (118395 198) 2349427913
Net incomel loss) after taxes 175,573,188 T20,295.835 174,784,915 755,136,223
Earnings per share

Basic profi for the year anribuable w ordinary

2 3
equity holders of the parent 13 172 7.58 1.72 5.45

The accounting policies and above notes forms an integral part of the Financial Statements

For and on behall of Board of Directors

Flace:  Thimphu
Date: 4 April 2026
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Roval Insuranee Corparation of Bhotan Limited

STATEMENT OF COMPREHENSIVE INCOME
For the yenr ended 31 December 20258

Nuie Cansolidated Compomy
31w Devember. Jsr Becenaher,
st Decenber, 2024 F1w1 Dogeniber, 24
Pl [ Hestated) HiZx Restuted)
Mk, il o, i,
Comprehensive income/loss) far the prerbod ITRATAIRY T20.295.835 ITETRLLS TRS.13K.223
Coler conmpine hemsav e ingoing 7 e pooes)
et glanim T looesd o ovailable for sl dsaes L33 5808500 (MR DL =] LB A%0 5400 [N L R SR
Iregavmss ta et om avmlable for sk pescts LH95213 29932703 L9503 25 412 TS

Liimw i beeesd im delined henetid plana
Ingoma ey wflect on delingd benefi plans

(EEEEELRE I [ELER. LERRTIEE

LT N3h 350y 1A, E0 T il

Total sther comprebensive iconsedlass)

19 3R 17T 63§ (R LT AT
Lod IR0 RITH A3 361 3T lod BRILETSL (128361470}

Tol comprehensive income Tor the year net of fux 591934465

= 2m

II'I‘I'!I.'!eEI

Theaccoumling policies and above otes furms un imdgoal part of e Piimaal Suatemenis

As e ar Teport ol ex

= -—
——,

t Ui Tieer

Mregtor

Memibership No

Flace:

Thimphu
Thares

4 April 2026

FITETTE T

G16.774.853

For mal on belall af Bowral of Direciors
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Royal Insurance Corporation of Bhutan Limited
STATEMENT OF FINANCIAL POSITHON
As a3 Detember 2025

(o

s lidated Comgany
Noney 11t Decrmber, J1WDecember,  lIMRY. 1 pocember, 1% DSOEBE y ammary, 2024
res AREE w4 1024 s 024 i
(Restaied) i Resaied] IReaned)
o, N K, . N i N
Ansely
Cash and cash equivabents 16 1L26BA1S4E ASITAATE B64.010,542 236,841,548 434274478 B64,910,542
Invesmond in equity. bonds & odvers 17 GAESEEIEM  GITIAISDAT  GESRTEIIRI  GERSEEIEN  6)TLAISE0D  6659T612EI
Lo and receivablos 18 17,290,644950  15.039.690,590  13340,522,549 17351644954 ISEI9E045E0 10341522549
Invemmen in associste 19 EENTENEM 72,408,903 107,249,291 24,311,650 24,311,650 2411 1,650
Insuramce receivabiles 10 30,427,193 196214058 119.926,169 0427102 196,814,058 449,926,169
Cither assets 1 169,720,534 TIESEENT  TAZSTIIEL 460720504 720,656,217 T4L 577381
Investment property 21 2004035797 LBEROINON6 | BISSALEGS  LI04085797 | BER001026 1835540868
Property and equipment n 106,045,667 T6B.279,56) TETH5AS]  BOG0EL4%4 768,275,300 767,441,260
Capital wark-in-progress 7,608,074 90,431,004 73,539,203 7605.074 90,431,094 73,539,283
Other intangitle suets b1 42,978,158 34,175,438 21,696,343 12978154 LIS A3 21,696,343
ik s SIAERTT JeRtiTel JISTLIS PIseie Jegopiee  JIgSLDge
Leabilicies
|evesmient contact habaliicy 5 4. TO0 SEE 627 4,949,649 144 4376, 120,873 4, 700,688,627 4,549 849, 144 4378, 120,874
Coniributien received by private providem fund IATAATANE  RIJO2MGAET  ITILSEETOP  JATAATAIEY  LIN02V6AEY 171098709
Insurance conirat labilities 3% 12000575243 ILNZBINGIT 509769041 I27005TEIEI  ILTILEILOZT  9.509.769,041
Reimsurance contract liabilisies 1,927,067 2651561 9,234,978 4,927,067 1651,561
Imsurance payable I LIRTIEMS S E4LIER  LIILII4EGE 1139726319 945542 156
Dbt isued aed other bosrowed funds n 648,710,266 121,261,953 WOSTLENY  GEETIOEGE 121,268,953 260,847 603
Employes benefit obligmion ™ 180,452 084 130,545,621 133,289,013 150,452,084 130,348,621 133,289,004
Diglcared tax Laabaloty (net) 1] 1533,156.074 195, 442 07% 144,271,050 133,030,074 109,442,079 144,27 105840
T payable 9E345028  147.819,754 62,041,089 98,345,008 142,519,754 61,051,839
Paovisians £ 53,581,087 635,741,087 66,531,087 63,581,087 65,741 0BT 46,511,087
Trade and odher payables k) 1,395 736 461 1107467900 JTRET 059 LY05. 736 46 1,257,467 003 LITHRTILO59
Total labilities TEASEIISLER0 TIAIA AT [99TANI4I08 4,861 380,380 31814238007 TSSTERISNG
Exuity
Share capital 1 1A000SEEE0 1600032860  |S000%1860  1G00092860  1G00082E60 1600093850
::'!“M e bemcx] v wvailabe-fov- ie MIP0ETY MOEUSII6  JA0SHAIL  2ID009STO TERSINE ISR
Revaluation reserve LMBSORSIE  LMBS0REIE | MESOR6I  LMES0SE08 | MBSOEGIE 1246508603
Retained earnings LI66.594.308  LSIGTMELIS  LASII0R 14 LUIITTENE  LASREH6W 1408367301
Oother peserves ITEIETIO  MTONATIO  MOMRTIO 337083739 237,833 T30 237,803 130
Sharehabder's mquity TR 318 1813906659 _ SEERISTAOL  4.407,308.517
Nos-cantroling intereds = = = = = =
Tutal equity 450,099,318 J8I39064% _ A BEBISTROL 1 I07 109517 4775808334 L W08 AIS590
Total liabilities snd equity IR OIRAL T 172,43 172,108 [N kL]

The sccounting policics and above noles forms an insegral past of the Financisl Smicmenits.

Far and on beball of Board of Directers

Facer  Thimphu
Bater  /th April 2026
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I Insurance Corporation of Bhutan Limited

CASH FLOW & RECONCILIATION STATEMENT
For the year emded 31 December 2025

For the year ended 3151 December

Cash flows frem operating activities
ProfiviLoss) Before Tax
Adjusinsen for:
Depreciation of property and equipment
Amoriization of imangible amets
Defned benefit Cost
Provision written back
Share of profit of an associse
Impairment Expenses
Fanr Waluation of Finamcial Assets
Profiti{Loss) on Sales of Asses
Operating profit before chamges in operating asscts & Rabilities
(Imcrease)Docrease in operating asscis
Loass and sdvance 1o customers
Imsarance receivables
Onhet assels
Increase Decrense) im operating Nabilities
Insarance comtracis lizshilities
Reinsurance contract liabilines
Investment coniract liabilities
Insarance payable
Coneribution received by privale provident fund
Trode and otlver payables

Net cash Mow from operating activities before income 1ax
Incame wx paid

Nt cash Now from operating sctivities

Cash flow from Investing activithes
Purchase of Equity investment
Long term investimvents in Bonds
Investment in fixed deposss
Purchase of property & equipment
Purchase of imlangible assets
Disposal of invesimen propeny
Parchase of investment property
Expenses incurred for Capital WIP

Net cash Mow from investing nctivities

Cash Mow from linancing nctivitkes
Borrowings during the year
Interest Payment
Dividend Paid

Net cash flow from financing sctivities

Net increasei{decrease) in cash and cash equivalents
Cash and cash equivalenis i the beginming of the year

Cush and cash equivalents at the end of the year
Balance as per Statement of Financial Position

454274478 E6d 910,343 A34 374478
1

6,841,248
1,236,843 548

The accounting policies and above notes forms an integral part of the Financial Stsements.

i

Membership Mo - 0TRIS0K" "<

Place: 1 himphu
Date: 4 April 2026

4 7447
454,274 478

48
1,236,843, 548

For and om behalf of Board of Directors

Male Consolidated Company
A8t Decembeer, 3ist December,
315t December, 1024 3w Decembeer, 1024
025 {Restated) 2025 | Restated )
Nu. N N LR
3168386 1110142634 393,380,113 S00.079.014
2 21,046,303 18,928 600 21,046,303 18,928,600
M 1752333 4,438 787 1.752.333 4438787
11,550,313 12,484 040 11,550.313 12,484,040
{ 160,000) (790.000) (160,000) (790,000)
19 (788,271} 34,540,358 . -
13 543,725 691 159,828 439 543,725691 189,828,439
82174827 154,504 008 82174827 154,504 008
60,454 38,040 B 454 (38,0401)
] ] 1524, TI8H55 1089530034 1,369 81 847
I8 (2.091.082,004) (28740543601} (2,091,082,004) (2.874,154.361)
20 55567914 53,102,299 55367014 £3,102,299
21 293,870,675 10,000, 149 203,870,674 10,090,129
6 1,487,764 216 1,703,041 986 1487764216 1,703,041 986
2,275,506 (6,583.414) 2275506 (6,583.414)
5 151,039,483 173,528.270 151,039,483 173,528,270
7 193,884,132 (176,272 618) 193,884,132 (376,272.618)
344,177,833 415,707,780 344,177,833 418,707,780
k1| 99,223,117 (B2 ATEO21) ¥9223,117 (B ATE021)
TI087]  {UBI,017.930) 53672087 TGRI 017 930}
(283 800,685)  (154,599.319) _ [IB5800,655) (154 569.3)9)
250530216  (1.135617.249) 250920316 (1138617 2490
17 - (1813 1835) - (1,813, 185)
1% 20,548 148,464, 218 20,548 148,464,218
(336,050,000) 18,073,151 (336,050,0d0) 18,073,151
(58,934,519 120,368 673) (58,934.519) {20, 369,673)
(16,555,056) (16,917 880) (16,555 056) {16,917,380)
330,823 45,005 330,823 645,005
(216,062.771) (52481,058) (216,062,771} (52.A81,158)
828 0 91 861 £2 826 030 (16891 861
(544 434 9541 SRT0EE16  (544,424.054) 58 70% 6 16
28 547,441,314 (139,703 6500 547,441,314 (139.703,630)
8628 530 £97 & &2
16,543,775 (703,562 278} 16,543 775 (703,563 TR
- 782,569,070 (410,636,065 TE2. 565,070 (410.636,065)

— 564,910,543

454,174,478
454374478
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Royal Insurance Corporation of Bhutan Limited
NOTES TO THE FINANCIAL STATEMENTS AS PER BAS/BFRS

For the year ended 31 December 2025

I.  Corporate information

L1 General
Royal Insurance Corporation of Bhutan Limited (*the Company®) is a public limited company incorporated and
domiciled in the Kingdom of Bhutan and listed on the Royal Securities Exchange of Bliutan. The registered office

of the Company is at P.O. Box 315, Thimphu, Bhutan. The Company and its associates collectively referred us
‘the Group’.

1.2 Consolidated Financial Statements
The Consolidated Financial Stwtements of the group comprise the Income Statemenl, Statement of Other
Comprehensive Income, Statement of Financial Position, Statement of Cash Flow, Statement of Changes in

Equity, Notes to the Financial Statements and Significant Accounting Policies for the vear ended 3 |5t December
each year.

1.3 Principal Activities and nature of aperations
The principle activities of the Company continued to be carrying on insurance business {life, non-life and

reinsurance), Private Provident Fund, Annuity business, Group Insurance, brokerage services and lending
business,

r Accounting policies

2.1 Basis of preparation
The consolidated financial statements of the company have been prepared in sccordance with Bhutanese
Accounting Standards (BAS), as issued by the Accounting and Auditing Standard Board of Bhutan (AASBB)

2.2  Basis of measurement
The consolidated financial statements have been prepared on an historical cost basis except for those financial
assets and financial liabilities that have been measured ar fair value,
As permitied by BFRS 4 Insurance Contracts, the Company continues to apply the existing accounting policics
that were applied prior to the adoption of BFRS, with certain modifications allowed by the standard effective

subsequent to adoption for its insurance contracts and investment contracts with a discretionary participation
feature (DPF),

2.3 Functional and Presentation currency
The consolidated financial statements values are presented in Bhutan Ngultrum rounded (MNu.) unless atherwise
indicated,
The Group presents its statement of financial position broadly in order of liquidity. An analysis regarding recovery
or setlement within twelve months after the reporting date (current) and more than 12 months after the reporting
date (non-current) is presented in the respective notes,

2.4 Materiality and Aggregation

Financial assets and financial liabilities are offset, and the net amount reported in the statement of financial
position only when there is a legally enforceable right to offset the recognised amounts and there is an intention
to settle on a net basis, or 1o realise the assets and liabilities simultaneously.

L5  Basis of consolidation

The consolidated financial statements comprise the financial statenients of the Group as at 31 December eich
year.

2.6 Significant accounting judgements, estimates and assuniptions

The preparation of the Company’s consolidated financial statements requires management o make judgements,
estimates and assumptions that affect the reported amount of revenues, expenses, assets and liahilities, and the
accompanying disclosures, as well as the diselosure of contingent liabilities. Uncertainty about these assumptions
timates could result in outcores that require a material adjusiment to the carrying amount of assets or

i fTected in future periods. In the process of applying the Company’s accounting policies, management
following judgements and assumptions concerning the future and other key souser ohestimation

t the reporting date, that have a significant risk of causing a material adj ing




Royal Insurance Corporation of Bhutan Limited

NOTES TO THE FINANCIAL STATEMENTS AS PER BAS/BFRS
For the year ended 31 December 2025

amounts of assets and liabilities within the next financial year. Existing circumstances and assumptions about
future developments may change due to circumstances beyond the Company’s control and are reflected n the
assumptions if and when they occur. The reliance upon estimates and assumptions used in the accompanying
financial statements are based on management evaluation of the relevant facis and circumstances a5 on the date
of financial statement. Actual results may differ from the estimates and assumptions used in preparing the
accompanying financial statements. Difference between actual and estimates are recognised in the period in which

actual results materialise or are known. Any revision to nccounting estimates is recognised prospectively in
current and future periods.

Judgements

In the process of applying the Group's accounting policies, management has made the following judgements,
which have the most significant effect on the amounts recognised in the consolidated financial statemints:

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjusiment 1o the carrying amounts of assets and liabilities within
the next financial year, are described below. The Group based its assumptions and estimates on parameters
available when the consolidated financial statements were prepared, Existing circumstances and assumptions

about future developments, however, may change due to market changes or circurmstances beyond the control of
the Group. Such changes are reflected in the assumptions when they occur.

Going concern

The management of the Group has made an assessment of its ability to continue as a going concern and is satisfied
that it has the resources to continue in business for the foreseeable future. Furthermore, management is not aware
of any material uncertainties that may cast significant doubt upen the Company's ability to continue as a going
concern. Therefore, the financial statements continue to be prepared on the going concern basis,

Defined benefit plans

The cost of the defined benefit plans and the present value of their obligations are determined using actuarial
valuations. The actuarial valuation involves making assumptions about discount rates, expected rates of return on
assets, future salary increases, mortality rates and future pension increases. Due 1o the lang term nature of these
plans, such estimates are subject to significant uncertainty. All assumptions are reviewed af each reporting date,

In determining the appropriate discount rate, management considers the actual returns eamed from the gratuity
fund. The monality rate is based on publicly available mortality tables. Monality - Indian Assured Lives Mortality
(IALM-2006-2008). Future salary increases and pension increases are based on expected future inflation rates
and expected future salary increase rate of the Group,

Useful life time of the Property, Plant and Equipment
The Group review the residual values, useful lives and methods of depreciation of Property, Plant and Equipment

at each reporting date, Judgment of the management is exercised in the estimation of these values, rates, methods
and hence they are subject 1o uncerainty,

1.7  Summary of significant accounting policies

(2)  Product classification
Insurance contracts are those contracts when the Company (the insurer) has accepted significant insurance risk
from another party (the policyholders) by agreeing to compensate the policyholders if a specified uncertain future
event (the insured event) adversely affects the policyholders. As a general guideline, the Company determines
whether it has significant insurance risk, by comparing benefits paid with benefits payable if the insured event
did not occur. Insurance contracts can also transfer financial risk.

Investment contracts are those contracts that transfer significant financial risk and no significant insurance risk.
Financial risk is the risk of a pessible future change in one or more of a specified interest rate, financial instrument
modity price, foreign exchange rate, index of price or rates, eredit rating or credit index or ather
vided in the case of a non-financial variable that the variable is not specific to a party to the contract,

Annual Report 2025 | 50 |



Royal Insurance Corporation of Bhutan Limited

NOTES TO THE FINANCIAL STATEMENTS AS PER BAS/BFRS
For the year ended 31 December 2025

Once a contract has been classified as an insurance contract, it remains an insurance contract for the remainder of
its lifetime, even if the insurance risk reduces significantly during this period, unless all rights and obligations are

extinguished or expire; Investment contracts can, however, be reclassified as insurance contracts after inception
if insurance risk becomes significant.

Insurance and investment contracts are further classified as being either with or without Discretionary

participation features (DPF). DPF is a contractual right to receive, as a supplement to guaranteed benefits,
additional benefits thar are:

Likely to be a significant portion of the wotal contractual benefits;

The amount or timing of which is contractually at the discretion of the issuer;

That are contractually based on;

The performance of a specified pool of contracts or a specified type of contract;

Realised and or unrealised investment returns on a specified pool of assets held by the issuer;
The profit or loss of the company, fund or other entity that issues the contract,

(b} Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses, if any.

Intangible assets are amortised over the useful economic life and assessed for impairment whenever there is an
indication that the intangible asser may be impaired.

The estimated useful lives of Intangible Assets are as follows:
Computer Software - 7 vears

Changes in the expected useful life or the expected patiemn of consumption of future econamic benelits embodicd
in the asset are accounted for by changing the amortisation period or method, as appropriate, and are treated s
changes in accounting estimates. The amortisation expense on intangible assets is recognised in the income
statement in the expense category consistent with the function of the imangible asser.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference between the net

disposal proceeds and the carrying amount of the asset and are recognised in the income statement when the assel
is derecognised.

{e) Impairment of non-financial asseis
The Group assesses at each reporting date whether there is an indication that an asset may be impaired, If any
such indication exists, or when annual impairment testing for an asset is required, the Group should estimate the
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit's
(CGU) fair value less costs to sell and its value in use. The recoverable amount is determined for an individual
assef, unless the asset does not generate cash inflows that are largely independent of those from other assets or
groups of assets. Where the camying amount of an asset or CGU exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount. In assessing value in use, the estimated future
cash flows are discounted to their presenmt value using a pre-tax discount rate that reflects current market
asscssments of the time value of money and the risks specific to the asset: In determining fair value loss costs to
sell, recent market transactions are taken into account, il available, If no such transactions can be identified, an
appropriate valuation model is used,

Impairment losses of continuing operations are recognised in the income statement in those expense categories
consistent with the function of the impaired asset.
For assets, an assessment is made at each reponting date as 10 whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. IF such indication exists, the Company
makes an estimate of the asset’s or CGU's recoverable amount, A previously m:u;g,nised impairment loss is
reversed only if there has been a change in the estimates used to determine the asset’s recoverable amount since
Il'u: last impairment loss was recognised. 1f that is the case, the carrying amount of the asset is increased to ils
Toveable amount. That increased amount canml excu&dthe carrying amount that would have been determined,
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NOTES TO THE FINANCIAL STATEMENTS AS PER BAS/BFRS
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recognised in the income statement unless the assel is carried it révalued amount. in which case, the reversal js
ireated a5 a revaluation increase;

(d) Deferred expenses
Deferred acquisition cosis (DAC)
These direct and indirect costs incurred during the financial period arising from the writing or renewing of
insurance contracts and/or itwvestment contructs with DPF, are deferred 10 the extent that these costs are
recaoverable out of future premiums. All other acquisition costs are recognised as an expense when incwred,

Subsequent to initial recognition, DAC for life insurance and investment contracts with DPF are amortised over
the expected life of the contracts as a constant percentage of expected premiums. DAC for general insurance and
health products are amortised over the period in which the related revenues are earned, The reinsirers’ share of
deferred acquisition costs is amortised in the sume manner as the underlying asset amortisation is recorded in the
income stalement. '

Changes in the expected useful life or the expected pattern of consumption of future economic benefits embodied

in the astet are accounted for by changing the amortisation period and are treated as a change in an accounting
estimate,

An impairment review is performed at each reporting date or more frequently when an Indication of impainnent
arises. When the recoverable amount is less than the carrying value, an impairment loss s recognised in the
income statement, DAC are also considered in the liability adequacy test for each reporting period.

DAL are derecognised when the related contracts are either settled or disposed of,

Deferred expenses-Reinsurance commissions

Commissions receivable on outwards reinsurance contracts are deferred and amortised on a straight-line basis
over the term of the expecied premiums payable,

(¢)  Property and equipment
Freehold and leasehold land and buildings are carried in the balance sheet on the basis of fair value method. All
other Property and equipment, including owner-occupied property, is stated at cost, excluding the costs of day-
to-day servicing. less accumulated depreciation and accumulated impairment losses. Replacement or major
nspection costs are capitalised when mcurred and if it is probable that future economic benefits associated with
the item will flow to the entity and the cost of the item can be measured reliably,

Land and buildings are measured at fair value less acoumulated depreciation on buildings and impairment losscs
recognised at the date of revaluation. Valuations are performed with sufficient frequency on roll over basis of
three to five years interval as may be considered appropriate to ensure that the carrying amount of a revalued asset
does not differ materially from its fair value. A revaluation surplus is recorded in OCH and credited to the asset
revaluation surplus in equity. However, to the extent that it reverses a revaluation deficit of the same assel
previously recognised in profit or loss, the increase is recognised in profit and loss. A revaluation deficit is
recogmised in the statement of profit and loss, except to the extent that it offséts an existing

surplus on the same asset recognised in the asset revaluation reserve,

The gross carrying amount of the asset and accumulated depreciation -at the revaluation date 15 adjusted

proportionately and the net amount is restated to the revalued amount of the asset, Upon disposal, any revaluation
reserve relating to the particular asset being sold is transferred directly to retained earnings

Diepreciation is provided on a straight-line basis over the useful lives of the following classes of nssets:

Asset Useful Life
Buildings 50 years
Fumniture & Fitting 6-7 years
Office Equipment 6-7 years
Computer Equip -7 vears
Motor Vehicle T vears
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The assets” residual values, and useful lives and method of depreciation are reviewed and adjusted, if appropriate,
at each financial year end and adjusted prospectively, il appropriate.

Impairment reviews are performed when there are indicators that the carrving value may not be recoverable,
Impairment losses are recognised in the income statement as an expense.

An item of property and equipment is derecognised upon disposal or when no further future economic benefits
are expected from its use or disposal. Any gain or loss arising on de-recognition of the asset (ealeulated as the

difference between the net disposal proceeds and the carrying amount of the asset) s included in the income
statement in the yenr the asset is de-recognised.

The residual values, useful lives and methods of depreciation of property and equipment are reviewed at each
financial year end and adjusted prospectively, if appropriate

n Investment properties

Investment properties are carried in the balance sheet on the basis of the fair value method. Fair value represents

the amount at which the properties could be exchanged between knowledgeable, willing parties in an arm’s length
transaction at the date of valuation.

Investment properties are measured a1 fair value less accumulated depreciation on buildings and impairment
losses recognised at the date of revaluation. Valuations are performed with sufficient frequency on roll over basis
of three to five years interval as may be considered appropriate to ensure that the carrying smount of a revalued
investment properties does not differ materially from its fair value. A revaluation surplus is recorded in OCI and
credited to the asset revaluation surplus in equity. However, 1o the extent that it reverses a revaluation deficit of
the same asset previously recognised in profit or loss, the increase is recognised in profit and loss. A revaluation
deficit is recognised in the statement of profit and loss, except to the extent that it offsets an existing

surplus on the same asset recognised in the asset revaluation reserve,

The gross carrying amount of the investment propertics and accumulated depreciation at the revaluation date is
adjusted proportionately and the net amount is restated to the revalued amount of the asset. Upon disposal, any
revaluation reserve relating to the particular asset being sold is transferred directly to retained eamings.

Investment properties are derecognised either when they have been disposed of, or when the investment property
is permanently withdrawn from use and no future economic benefit is cxpected from iis disposal. Any gains or

losses on the retirement or disposal of an investment property are recognised in the income statement in the year
of retirement or disposal,

Transfers are made 1o or from investment property only when there is a change in use evidenced by the end of
owner-occupation, commencement of an operating lease to another party or completion of construction or
development. For a transfer from investment property to owner-occupied property, the deemed cost for
subsequent accounting is the fair value at the date of change in use. If owner-oceupied property becomes an
investment property. the Company accounts for such property in accordance with the policy stated under property
and equipment up to the date of the change in use.

{2)  Investment in associate
The Group’s investment in its associate is accounted for using the equity method of secounting, An associate s
an entity in which the Group has significant influence; and which is neither a subsidiary nor a joint venture,

Under the equity method, the investment in the associate is carried in the statement of financial pasition al cost
plus post-acquisition changes in the Group®s share of net assets of the associate. Goodwill relating to an associate

i5 included in the carrving amount of the investmenmt and is neither amortised nor individually tested for
impainment,

me statement reflects the share of the resulls of operations of the associate. Where there his been
cognised directly in the equity of the associate, the Group recognises its share of g i
is, when applicable; in the statement of changes in equity. Profits or losses resultingTehlg
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between the Group and the asseciate are eliminated to the extent of the interest in the associate. The share of profit
of the associate is shown on the face of the income statement. This is profit anributable to equity holders of the

associate and, therefore, is profit after tax and non-controlling interests in the subsidiaries of the associates.

The financial statements of the associate are prepared for the same reporting period as the Group, Where
necessary, adjustments are made to bring its accounting policies in line with the Group's,

After application of the equity method, the Group determines whether it is necessary to recognise an additional
impairment loss on the Group®s investment in associares, The Group determines at each reporting date, whether
there is any objective evidence that the investment in the associate is impaired. If this is the case, the Group
calculates the amount of impainment as the difference between the recoverable amount of the associate and its
carrying value and recognises the amount in the “share of profit of an associate” in the income statement.

Upen loss of significant influence over the associate, the Group measures and recognises any remaining
investment at its fair value. Any difference between the carrying amount of the associate upon loss of significant

influence and the fair value of the remaining investment and proceeds from disposal is recognised in profit or
loss.

(h) BFRS 9 and BFRS 7 implemented effective from | January 2018 interpretations
In these financial statements, the Company has applied BFRS 9 and BFRS 7, effective for annual periods
beginning on or after | January 2018, for the first time, The Company has not adopted early any other standard,
interpretation or amendment that has been issued but is not vet effective. The Company have restated comparative
information for 2017 for financial instruments in the scope of BFRS 9,

Changes to classification and measurement
To determine their classification and measurement category, BFRS 9 requires all financial assets, except equity
mstruments and derivatives, to be assessed based on a combination of the entity’s business mode| for managing
the assets and the instruments’ contraciual cash flow characteristics.

The BAS 39 measurement categories of financial assets (fair value through profit or loss (FVPL), available for
sale (AFS), held-to-maturity and amortised cost) have been replaced by:

Debt instruments at amortised cost.
Debt instruments at fair value through oiher comprehensive income (FVOCI), with gains or losses
recycled 1o profit or loss on derecognition
= Equity instruments at FVOCI, with no recyeling of gains or losses o profit or loss on derecognition
*  Financial assets FVPL
The accounting for financial liabilities remains largely the same as it was under BAS 39, except for the
treatment of gains or losses arising from an entity’s own credit risk relating to liabilities designated at FVPL,
Such movements are presented in OCI with no subsequent reclassification to the income statement.

Changes to the impairment calculation

The adoption of BFRS 9 has fundamentally changed the Company’s accounting For loan loss impaimients by
replacing BAS 39's incurred loss approach with a forward-looking expected credit loss (ECL) approach. BFRS 9
requires the Company to record an allowance for ECLs for all loans and other debt financial assets not held at
FVPL, together with loan commitments and financial guarantee contracts. The allowance is based on the ECLs

associated with the probability of default in the next twelve months unless there has been a significant increase in
credit risk since origination,

To reflect the differences berween BFRS 9 and BAS 39, BFRS 7 Financial Instruments; Disclosures was updated,
and the Company has adopted it, together with BFRS 9, for the year beginning | January 2018. Changes include
transition disclosures us shown in Note 36, detailed qualitative and quantitative information abour the ECL
calculations such as the assumptions and inputs used are set out in Note 38,

ition of interest income:

bbth BFRS 9 and BAS 39, interest income is recorded using the effective interest rate (EIR) method for all
financiaf instruments measured al amontised cost, financial instruments desjg tr"'""'""l
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mterest bearing financial assets measured at FVOCI under BFRS 9, similarly 10 interest bearing financial assets
classified as available-for-sale or held to maturity under BAS 39 are also recorded by using the EIR method. The
EIR is the rate that exuctly discounts estimated future cash receipts through the expected life of the financial
mstrument or, when appropriate; a shorter period, to the net carrving amount of the financial asset,

The effective interest rate method;

The EIR (and therefore, the amontised cost of the asset) is calculated by taking into-account any discount or
premium on acquisition, fees and costs that are an integral part of the EIR. The Company recognises interest income
using a rate of return that represents the best estimate of a constant rate of retum over the expected life of the loan,
Hence, it recognises the effect of potentially different interest rates charged at various stages, and other
characteristics of the product life cycle (including prepayments, penalty interest and charges),

If expectations regarding the cash flows on the financial asset are revised for reasons other than credit risk. The
adjustment is booked as a positive or negative adjustment to the carrying amount of the asset in the balance sheet
with an increase or reduction in interest income. The adjustment is subsequently amortised through Interest and
similar income in the income statement.

Interest and similar income;

The Company calculates interest income by applying the EIR 10 the gross carrying amount of financial assets other
than credit-impaired assets. When a financial asset becomes credit-impaired and is, therefore, regarded as *Stage
37, the Company calculates intérest income by applying the effective interest rate to the net amortised cost of the
financial asset. If the financial assets cures and is no longer credit-impaired. the Company reverts to caleulating
interest income on a gross basis,

Interest income on all trading assets and financial assets mandatorily required to be measured at FVPL is recopnised

using the contractual interest rate in net trading income and Net gains/(losses) on financial assets ot fair value
through profit or loss, respectively,

(i) Financial assets

Date of recognition

Financial assets and liabilities, with the exception of loans and advances to customers and balances due to customers,
are initially recognised on the trade date, i.e., the date that the Company becomes a pany to the contractual
provisions of the instrument. This includes regular way trades: purchases or sales of financial assets that require
delivery of assets within the time frame generally established by regulation or convention in the marketplace. Loans
and advances to customers are recognised when funds are transferred to the customers® aceounts. The Company
recognises balances due to customers when funds are transferred to the Company.

Initial measurement of financial instruments

The classification of financial instruments at initial recognition depends on their contractual terms and the business
model for managing the instruments. Financial instruments are initially measured at their fair value, except in the
case of financial assets and financial labilities recorded at FVPL, transaction costs are added 10, or subtracted from,
this amount. Trade receivables are measured at the transaction price. When the fair value of financial instruments

at initial recognition differs from the mansaction price, the Company accounts for the Day | profit or loss, a5
described below.

Day 1 profit or loss

When the transaction price of the instrument differs from the fair value at origination and the fair value is based on
a valuation technique using only inputs observable in market transactions, the Company recognises the difference
between the transaction price and fair value in net trading income. In those cases where fair value is based on models
tor which some of the inputs are not observable, the difference between the transaction price and the fair value is
deferred and is only recognised in profit or loss when the inputs become observable, or when the instrument is
derecognised,

Measurement categories of financial assets and liabilities
From | January 2018, the company ¢lassi Il of its financial assets based on the business model for managing

¢ Amonised cost
=  FVOCi
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« FVPL
The Company classifies and measures its derivative and trading portfolio at FVPL. The Company may designate
financial instruments at FVPL, if so doing eliminates or significantly reduces measurement or recognition
inconsistencies, Before 1 January 2018, the Company classified its financial assets as loans and receivables
(amortised cost), FVPL, available-for-sale or held-to-maturity (amortised cost). Financial liabilities, other than loan
commitments and financial guarantees, are measured at amortised cost or at FVPL when they are held for trading
and derivative instruments or the fair value designation is applied,

Due from banks, Loans and advances to eustomers, Financial investments at amortised cost
Before | January 2018, Due from bank and Loans and advances to customers, included non-derivative financial
assets with fixed or determinable payments that were not quated in an active market, other than those:
*  That the company intended to sell immediately or in the near term;
*  That the company, upon initial recognition, designated as at FVPL or as available-for-sale;
»  For which the company may not recover substantially all of its initial investment, other than beciuse of
credit deterioration, which were designated as available-for-sale;
»  The financial asset is held within a business model with the objective to hold financial asséts in orider (o
collect contragtual cash flows:
*  The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (SPPI) on the principal amount cutstanding.
The details of these conditions are outlined below,

Business model assessment

The Company determines its business model at the level that best reflects how it manages groups of financial assets
to achieve its business objective,

The Company's business model is not assessed on an instrument-by-instrument basis, but at a higher level of
aggregated portfolios and is based on observable factors such as;
*  How the performance of the business model and the financial assets held within that business model are
evaluated and réported to the entity's key management personnel
¢ The risks that affect the performance of the business model (and the financial assets held within thar
business medel) and, in particular, the way those risks are managed,
*  How managers of the business are compensated (for example, whether the compensation is based on the
fair value of the assets managed or on the contractual cash flows collected)
*  The expected frequency, value and timing of sales are also important aspects of the Company’s.
assessment.
The business model assessment is based on reasonably expected scenarios without taking ‘worst case’ or 'stress
case’ scenarios info account. If cash flows after initial recognition are realised in a way that is different from the
Company’s original expectations, the Company does not change the classification of the remaining financial assets
held in that business model, but incorporates such information when assessing newly originated or newly purchased
financial assets going forward, '

The SPPI test

As a second step of its classification process the Company assesses the contractual terms of financial to identify
whether they meet the SPPI test,

“Principal for the purpose of this test is defined as the fair value of the financial asset at initial recognition and
may change over the life of the financial asset (for example, if there are repayments of principal or amortisation
of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the time
value of money and credit risk. To make the SPPI assessment, the Company applies judgement and considers

relevant factors such as the cumeney in which the financial asset is denominated, and the period for which thie
interest rate is set.

trast, contractual wrms that introduce @ more than the minimum exposure to risks or volatility in the
: ghveerize 1o contractual cash Mows
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that are solely paymenis of principal and interest on the amount outstanding. In such cases, the financial asset is
required Lo be measured a1 FVPL.

Financial assets or financial liabilities held for trading

The company classifies financial assets or financial liabilities as held for rading when they have been purchased or
issued primarily for short-term profit making through trading activities or form part of a portfolio of financial
instruments that are managed together, for which there is evidence of a recent pattern of short-term profit taking.
Held-for-trading assets and labilities are recorded and measured in the statement of financial position at fair value.
Changes in fair value are recognised in net trading income. Interest and dividend income or expense is recorded in
nét trading income according to the terms of the contract, or when the right to payment has been established,
Included in this classification are debt securities, equities, short positions and customer foans that have been acquired
principally for the purpose of selling or repurchasing in the near term.

Debt instruments at FYOCI
The Company applies the new category under BFRS 9 of debt instruments measured at FVOC! when both-of the
following conditions are met:
*  The instrument is held within a business model, the objective of which is achieved by both collecting
contractual cash flows and selling financial assets
*  The contractual terms of the financial asset meet the SPPI test

These instruments largely comprise assets that had previously been classified as financial investments available
for- sale under BAS 39,

FVOC] debt instruments are subsequently measured at fair value with gains and losses arising due to changes in
fair value recognised in OCL Interest income and foreign exchange gains and losses are recognised in profit or
loss in the same manner as for financial assets measured al amortised cost. Where the Company holds more than
one investment in the same security, they are deemed to be disposed of on a first=in first-out basis. On
derecognition, cumulative gains or losses previously recognised in OCI are reclassified from OCH to profit or loss.

Equity instruments at FVOCI

Upan initial recognition, the company occasionally elects to classify irmevacably some of its equity investments
as equity instruments at FVYOCT when they meet the definition of Equity under BAS 32 Financial Instruments;
Presentation and are not held for trading. Such classification is determined on an instrument-by instrument basis,

Gains and losses on these equity instruments are never recycled to profit. Dividends are recognised in profit or
loss as other operating income when the right of the payment has been established, except when the Company
benefits from such proceeds as a recovery of pant of the cost of the instrument, in which case, such gains are
recorded in OCI. Equity instruments at FVOCI are not subject 1o an impairment assessment.

Debt issued and other borrowed funds
Afier initial measurement, debt issued and other borrowed funds are subsequently measured at amortised cost.
Amortised cost is calculated by taking into account any discount or premium on issue funds, and costs that are an

integral part of the EIR. A compound financial instrument which contains both a liability and an equity component
is separated at the issue date

The company has issued financial instruments with equity conversion rights, write-down and call options. When
establishing the accounting treatment for these non-derivative instruments, the company first establishes whether
the instrument is a compound instrument and classifies such instrument’s components separately as financial
liabilities, financial assets, or equily instruments in accordance with BAS 32. Classification of the liability and
equity components of a convertible instrument is not revised as a resull of a change in the likelihood that a
conversion option will be exercised. even when exercising the option may appear to have become economically
advantageous to some holders. When allocating the initial carrying amount of a compound financial instrument
to the equity and liability components, the equity component is assigned as the residual amount afier deducting
from the entire fair value of the instrument, the amount separately determined for the liability component. The

alue of any derivative features (such as a call options) embedded in the compound financial instrument, other
ahy the equity component (such as an equity conversion option), is included in the liability component. Once the
any has determined the split between equity and liability, it furt
ipanent has embedded derivatives that must be separately accounted fop

-;J.IIII.I

hﬂher the liability
33
)
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Financial assets and financial liabilities at fair value through profit or loss
Financial assets and financial liabilities in this category are those that are not held for trading and have been either
designated by management upon initial recognition or are mandatorily required 1o be measured at fair value under
BFRS 9. Management only designates an instrument at FYPL upon initial recognition when one of the following
criteria are met. Such designation is determined on an instrument-by-instrument basis:
*  The designation eliminates, or significantly reduces, the inconsistent treatment that would otherwise
arise from measuring the assets or liabilities or recognising gains or losses on them on a different basis
Or
*  The liabilities (and assets until | January 2018 under BAS 39) are part of a group of financial liabilities
(or financial assets, or both under BAS 39), which are managed and their performance evaluated on a
fair value basis, in accordance with a documented risk management or investment strategy
Or
*  The liabilities (and assets until | January 2018 under BAS 39) containing one or more embedded
derivatives, unless they do not significantly modify the cash flows that would otherwise be required by
the contract, or it is clear with litle or no analysis when a similar instrument Is first considered that
separation of the embedded derivative(s) is prohibited,

Financial assets and financial liabilities at FVPL are recorded in the statement of financial position at fair value.
Changes in fair value are recorded in profit and loss with the exception of movements in fair value of liabilities
designated at FVPL due to changes in the Company's own credit risk. Such changes in fair value are recorded in
the Own credit reserve through OCI and do not get recycled to the profit or loss. Interest eared or incurred on
instruments designated at FVPL is accrued in interest income or interest expense, respectively, using the EIR,
taking into account any discount/ premium and qualifving transaction costs being an integral part of instrument.
Interest earned on assets mandatorily required to be measured at FVPL is recorded using contractual interest rate.
Dividend income from equity instruments measured at FVPL s recorded in profit or loss as other operating
income when the right to the payment has been established.

Financial guarantees, letters of credit and undrawn loan commitments

The Company issues financial guarantees, letters of credit and loan commitments. Financial guarantess are
obligation that require the issuer to make specified payments to reimburse the holder for a loss it incurs because
a customer fails to fulfil his or her obligations.

Financial guarantees are initially recognised in the financial statements (within Provisions) at fair value. being
the commission received. Subsequent to initial recognition, the Company’s liability under each guarantee is
measured at the higher of the amount initially recognised less cumulative amortisation recognised in the income
statement, and — under BAS 39 - the best estimate of expenditure required to settle any financial obligation arising
as a result of the guarantee, or - under BFRS 9, The commission received is recognised in the income statement
i Net fees and commission income on a straight-line basis over the life of the guarantee.

Undrawn loan commitments and letters of credits are commitmenis under which, over the duration of the
commitment, the Company is required to provide a loan with pre-specified terms to the customer. Similar to
financial guarantee contracts, under BAS 39, a provision was made if they were an onerous contract but, from |
January 2018. these contracts are in the scope of the ECL requirements,

The nominal contractual value of financial guarantees; letiers of credit and undrawn loan commitments, where
the loan agreed 10 be provided is on mrket terms, are not recorded on in the statement of financial position.

(i) Derecognition of financial assets and labilities

Derecognition due to substantial modification of terms and conditions

The Company derecognises a financial asser, such as a loan ro a customer, when the terms and conditions have been
renegotiated 1o the extent that, substantially, it becomes a new loan, with the difference recognised as a
derccognition gain or loss, to the extent that an impairment loss has not already been recorded. The newly recognised
loans are classified as | for ECL measurement purposes, unless the new loan is deemed 1o be POCI,

o
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¢  Change in currency of the loan

* Introduction of an equity feature

*  Change in counterpart
If the modification does not result in cash flows that are substantially different, the modification does ot result in
derecognition. Based on the change in cash flows discounted at the original EIR. the Company records a
modification gain or loss, to the extent that an impairment loss has not already been recorded.

Derecognition other than for substantial modification

Finaneial assets
A financial asset (or, where applicable, a part of a financial asset or pant of & group of similar financial assets) is
derccognised when the rights to receive cash flows from the financial asset have expired. The Company ilso

derecognises the financial asset if it has both transferred the financial asset and the Iransfer qualifies for
derecognition.

The Company has transferred the financial asset if, and only if. either:

s The Company has transferred its contractual rights 1o receive cash flows from the financial asset
Cr

*  ltretains the rights to the cash flows, but has assuined an obligation to pay the received cash flows in full
without material delay to a third party under a *pass-through’ arrangement

Pass-through arrangements are transactions whereby the Company retains the contractual rights 1o receive the
cash flows of a financial asset (the ‘original asset’), but assumes a contraciual obligation 1o pay those cash flows
to one or more entities (the "eventual recipients’), when all of the following three conditions are met:

*  The company has no obligation to pay amounts to the eventual recipients unless it has collected equivalent
amounts from the original asset, excluding short-term advances with the right to full recovery of the
amount lent plus aceried interest at market rates

*  The company cannot sell or pledge the original asset other than as security 1o the eventual recipients

*  The compiny has to remit any cash Mows it collects on behalf of the evemual recipients without material
delay.

In addition, the Company is not entitled to reinvest such cash flows, except for investments in cash or cash

equivalents including interest eamed, during the period between the collection date and the date of required
remittance to the eventual recipients,

A transfer only qualifies for derecognition if either;
P The Company has transferred substantially all the risks and rewards of the asset Or

P The Company has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset

The Company considers control to be transferred if and only if, the transferce has the practical ability to sell the
assel in its entirety to an unrelated third party and is able 1o exercise that ability unilaterally and without imposing
additional restrictions on the transfer,

When the Company has neither wansferred nor retained substantially all the risks and rewards and has retained
control of the asset, the asser continues to be recognised only to the extent of the Company's continuing
involvement, in which case, the Company also recognises an associated liability. Thie transferred asset and the
A5S liability are measured on a basis that reflects the rights and obligations that the Company has retained.
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Continuing invalvement that takes the form of a guarantee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration the Company could be
required 1o pay.

If continuing involvement takes the form of a written or purchased option (or both) on the transferred asset, the
continuing involvement is measured at the value the Company would be required to pay upon repurchase, In the
case ofta written put option on an asset that is measurcd at fair value, the extent of the entity's continuing
involvement is limited to the lower of the fair value of the transferred asset and the option exercise price.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires,
Where an existing financial lability is replaced by another from the same lender on substantially different terms,
or the terms of an existing lability are substantially modified, such an exchange or modification is treated as a
derscognition of the original liability and the recognition of a new liability, The difference between the carrying
value of the original financial liability and the consideration paid is recognised in profit or loss.

(k) Impairment of financial assets

Overview of the ECL principles

As described above, the adoption of BFRS 9 has fundamentally changed the Company’s loan loss impairment
method by replacing BAS 39's incurred loss approach witha forward-looking ECL approach, From | Junuary 2018,
the company has been recording the allowance for expected credit losses for all loans and other debt financial assets
net held at FVPL, together with loan commitments and financial guarantee contracts, in this section all referred o
as *finaneial instruments®, Equity instruments are not subject to impairment under BFRS 9.

The I2ZmECL is the portion of LTECLs that represent the ECLs that result from default events on a financial
instrument that are possible within the 12 months after the reporting date.

Both LTECLs and 12ZmECLs are calculated on either an individual basis or a collective basis, depending on the
nature of the underlying portfolio of financial instruments. The Company’s policy for grouping financial assets
measured on a collective basis is explained below,

The Company has established a policy to perform an assessment, at the end of each reporting period, of whether a
financial instrument’s credit risk has increased significantly since initial recognition, by considering the change in
the risk of default occurring over the remaining life of the financial instrument,

Based on the above process, the Company groups its loans into Stage 1, Stage 2, Stage 3 and POCI, as described
below:

B-Stage 1: When loans are first recognised, the Company recognises an allowance based on 12mECLs. Stage |
loans also include facilities where the credit risk has improved, and the loan has been reclassified from Stage 2.

B Stage 22 When a loan has shown a significant increase in credit risk since origination, the Company records an
allowange for the LTECLs. Stage 2 loans also include facilities, where the credit risk has improved and the loan
has been reclassified from Stage 3,

P Stage 3: Loans considéered credit-impaired. The Company records an allowance for the LTECLs.

» POCI: Purchased or originated credit impaired (POCIH) assets are financial assets that are credit impaired on
initial recognition. POCI assets ar¢ recorded at fair value at original recognition and interest income is
subsequently recognised based on a credit-adjusted EIR. ECLs are only recognised or relensed to the extent that
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For financial assets for which the Compuny has no reasonable expectitions of recovering cither the entire
outstanding amount, or a proportion thereof, the gross carrving amount of the financial asset fs reduced. This is
considered o (partial} derecognition of the financial asset,

The ealculation of ECLs

The company ealculares ECLs based on four probability-weighted scenarios to measure the expecied casl
shortfalls, discounted at an approximation to the EIR. A cash shortfall is the difference between the cash flows
that are due to an entity in accordance with the contract and the cash Mows that the entity expeets 1o receive,

The mechanics of the ECL caleulations are outlined below and the key elements are, as follows:

»PD The Probability of Default is an estimate of the likelihood of default overa given time horizon. A defoull
may anly happen at a certain time over the assessed period, if the facility has not been previously recognised and
is sl in the porfolio.

B EAD The Exposure at Default is an estimate of the eéxposire at a future default date, taking im0 account
expected changes in the exposure afer the reporting date, including repayments of principal and interest, cither
scheduled by contract or otherwise, expected drawdowns on committed facilities, and accrued interest from
missed payments.

B LGD The Loss Given Default is an estimate of the loss-arising in the case where a default oceurs at a given
time. It is based on the difference between the contractual cash flows due and those that the lender would expect
ta receive, including from the realisation of any coltateral, It is usually expressed as o percentage of the EAD.

When estimating the ECLs, the Company considers three scenarios base cise, best case, and worst case. Each of
these is associated with different PDs, EADs and LGDs. When relevant, the assessment of multiple seenarios also
incorporates how defaulted loans are expected to be recovered, including the probability that the loans will cure
and the value of collateral or the amount that might be received from selling the asset

Impaiement losses and releases are accounted for and disclosed separately from modification losses or gains that
are aecounted for as an adiustment of the finencial asset’s gross carrving value.

The mechanics of the ECL method are summarised below;

»Stage |: The 12mECL is caleulated as the portion of LTECLs that represent the ECLs that result from default
events on a financial instrument that are possible within the 12 months after the repoiting date. The Company
calculates the | 2mECL allowance based on thie expectation of a default occurring in the 12 months lollowing the
reporting date. These expected 1 2-month default probabilities are applied to a forecast EAD and multiphied by the
expected LGD and discounted by an approximation to the original EIR. This calculation is made for each of the
three scenarios, as explamed above.

B Stage 20 When a loan has shown a significant increase in eredit risk since origination, the Company records an
allowance for the LTECLs. The mechanics are similar 10 those explained above, including the use of multiple
scenarios, but PDs and LGDs are estimated over the lifetime of the instrument. The expected cash shortfalls are
discounted by an approximation to the original EIR.

B Stage 3¢ For loans considered eredit-impaired, the Company recognises the lifetime expected credit losses for
these loans. The method 1s similar to that for Stage 2 assets. with the PD set at 100%:

B FOCL: POCI assets are financial assets that are credit impaired on initial recognition, The Company only
recognises the cumulative changes In lifetime ECLs since initial recognition, based on a probability-weighting of
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»Financial Guarantee comracis: For revolving facilities that include both a loan and an undrawn commitment,
ECLS are valeulated and presented together with the loan. For loan commitments and letters of credit. the ECL s
récogimsed within Provisions

Delt instruments measured at fair value through OC|

The ECLs for debt instruments measured a1 FVOC] do not reduce the carvving amount of these financial assets
in the statement of linancial position, which remains at Geir vitlue. Instead, an amount equal 1 the allowance th
would arise if the assets were measured at amortised cost is recognised in OC] os an accumuluted impainnent
amount. with a corresponding charge to profit or loss: The accumulated loss recognised in OCT is recveled o the
profit and loss upon derecognition of the assets,

Purchased or originated credit impaired financial assets (POCH)

For POCI financial assets, the compuny only recogmises the cumulative changes in LTECL since mitial
recognition in the loss allowance,

Forward loaking information
I its ECL models, the Company relies on a broad range of forward looking information as economic inputs, such
s

«  GDP growih

+ Inflaticn rate

*  Interest Rates

= Exchange Rate USS:Nu

*  Linemplovment rates

The inputs and models used for caleulating ECLs muy not always capture all characteristics of the market at the
date of the financial statements. To reflect this. qualitative adjustments or overlays are occpsionally made as
emporary adjustments when such differences are significantly material. Therefore Company also considers the
following qualitative factors

> Average LTY

P Ciovernmenl Policies

» Status of the Indusiry Business
P Regulatory impact

Colluteral valuation

To mitigate its credit risks on financial assets. the Company seeks to use colluteral, where possible. The collateral
comes in various forms. such as cash, securities, letters of credivpuaramees, real estate, receivables, inventories,
aiher non-financial assets and credit enhancements such as netting agreements. The Company™s accounting policy
for collateral assigned 1o/t thirough its lending arrangements under BFRS 9 is the same as it was under BAS 39,

Collateral repossessed

The Company s accoenting policy under BFRS 9 remains the same as it was under BAS 38, The Company s
policy is to determine whether a repossessed asset can be best used for its internal operations or should be sold,
Assels determined to be useful for the internal operations are iransferred 1o their relevant assel category ot the
lower of their repossessed value or the carrving value of the original secured asset. Assets for which selling is
determined 1o be a better option are iransferved 1o assets held for sale at their fair value (i financial assets) and
Fair value less cost 1o sell for non-financial assets at the repossession date in, line with the company's policy

ltv its normal course of business, the company does not physically repossess propertivs or ollier assets in its retadl
portfolio, but engages other settlement methods, generally i auction, w settle outstanding debt. Any surplus funds
are returned to the customersiobligors, As a result of this practice, the residential properties under legal
repossession processes dre nol recorded on the balance shee

pény‘s accounting policy under BFRS 9 remains the same as it was upder BRS39. Financial assets are

M {he recovery. If the

off gither partially or in their entirety only when the Company has 3
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amount to be written ofFis greater than the sceumulated loss allowance, the difference i ficst reated as an addition

ta the allowance that is then applied against the gross carrying amount. Any subsequent récoveries are credited
to eredit loss expense.

Forborne and modified loans:

The company sometimes makes concessions or modifications 1o the original terms of loans as a response to the
borrower's financial difficulties, rather than taking possession or 1o otherwise enforee collection of collateral. The
company considers a loan forborme when such concessions or modifications are provided as a result of the
borrower’s present or expected financial difficulties and the company would not have agreed to them if the
borrower had been financially healthy. Indicators of Fnancial difficulties include defaults on covenants, or
significant concerns raised by the Credit Risk Department. Forbearance may involve extending the payment
arrangements and the agreement of new loan conditions. Once the terms have been renegotiated, any impairment
is measured using the original EIR as calculated before the modification of terms. It is the company’s poliey 1o
monitor forbome loans 1o help ensure that future payments continue to be likely to occur. Derecognition decisions
and classification between Stage 2 and Stage 3 are determined on a case-by-case basis, I these procedures identify

a loss in relation to a loan, it is disclosed and managed as an impaired Stage 3 forborne asset until it is collected
or written off.

From | January 2018, when the loan has been renegotiated or modified but not derecognised, the company also

reassesses whether there has been a significant increase in credit risk. The company alsa considers whether the
assels should be classified as Stage 3.

Impairment losses on financial assets:
The measurement of impairment losses both under BFRS 9 and BAS 39 across all categories of financial assets
requires judgement, in particular, the estimation of the amount and timing of future cash flows and collateral
values when determining impairment losses and the assessment of a significant inerease in credit risk. These
estimates are driven by & number of factors, changes in which can result in different levels of allovances.
The company’s ECL calculations are outputs of complex models with a number of underlying assumptions
regarding the choice of variable inputs and their interdependencies. Elements of the ECL models that are
considered accounting judgements and estimates include:

#  The company’s criteria for assessing if there has been a significant increase in credit risk
The segmentation of financial assets when their ECL is assessed on a collective basis
Development of ECL models, including the various formulas and the choice of inputs
Petermination of associations between macroeconomic scenarios and, economic inputs; such as
unemployment levels and collateral values, and the effect on PDs, EADs and LGDs
Selection of forward-looking macroeconomic scenarios and their probability weightings,

R

w

(I} Offsetting of linancial instrumentis
Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statement of
financial position if, and only if, there is a currently enforceable legal right 1o offset the recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously. Income
and expense will not be offset in the consolidated income statement unless required or permitted by any accounting
standard or interpretation, as specifically disclosed in the accounting policies of the Group.

(m)  Fair value of financial instruments
The financial instruments not traded in an sctive market, the fair value is determined by using appropriate
valuation techniques. Valuation techniques include the discounted cash fow method, comparison 1o similar
instruments for which market observable prices exist. and other relevant valuation models.

Certain financial instrumens are recorded at fair value using valuation techniques because current market
transactions or observable market data are not available, Their fair value is determined using a valuation model
that has been tested against prices or inputs to actual market transactions and using the Group's best estimate of
the most appropriate model assumptions, Models are adjusted to reflect the spread for bid and ask prices to reflect
cosis to close out positions, counterparty credit and liquidity spread and limitations in the models, Also, profitor
s gcaleulated when such financinl instruments are first recorded (‘Day 1* profit or loss) is deferred and
recogriiged only when the inputs become observable or on derecognition of the instrument.
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For discounted cash flow technigues, estimated future cash flows are based on management’s best estimates and
the discount rate used is a market-related rate for a similar instrument. The use of different pricing models and
assumplions could produce materially different estimates of fair values.

The fair value of fixed interest bearing deposits is estimated using discounted cash flow techniques, Expected
cush Mows are discounted at current market rates for similar instruments at the reporting date.

I¥ the fair value cannot be measured reliably, these financial instruments are measured at cost, being the fair value
of the consideration paid for the acquisition of the investment or the amount received on issuing the financial
linbility. All transaction costs directly attributable 1o the acquisition are also included in the cost of the investment

(n} Reinsurance
The Group cedes insurance risk in the normal course of business for all of its businesses, Reinsurance assets
represent balances due from reinsurance companies: Amounts recoverable from reinsurers are estimated in a

manner consistent with the outstanding claims provision or settled claims associated with the reinsurer's policies
and are in accordance with the related reinsurance contract,

Reinsurance assets are reviewed for impairment at each reporting date, or more frequently, when an indication of
impairment aris¢s during the reporting year. Impairment oceurs when there is objective evidence as a result of an
event that occurred after initial recognition of the reinsurance asset that the Company may nob receive all
outstanding amounts due under the terms of the contract and the event has a reliably measurable impact on the
amounts that the Company will receive from the reinsurer. The impairment loss is recorded in the income
slatement.

Gains or losses on buying reinsurance are recognised in the income statement immediately at the date of purchase
and are not amortised,

Ceded reinsurance arrangements do not relieve the Group from its abligations to policyholders,

The Group also assumes réinsurance risk in the normal course of business for non-life insurance contracts:
Premiums and claims on assumed reinsurance are recognised as revenue or expenses on receipt of the Statement
of Accounts from the ceding companies'brokers on account of treaty business and as and when incurred for other

reinsurance business. Reinsurance liabilities represent balances due to reinsurance companies. Amounts pavahle
arc estimated in a manner consistent with the related reinsurance contract,

Premiums and ¢laims are presented on a gross basis for both ceded and assumed reinsurance.

Reinsurance assets or liabilities are derecognised when the contractual rights are extinguished or expire or when
the contract is transferred 1o another party.

Peinsurance contracts that do not transfer significant insurance risk are accounted for dircctly through the
statement of financial position. These are deposil assets or financial liabilities that are recognised bused on the
consideration paid or received less any. explicit identified premiums or fees to be Tetained by the reinsured,
Investment income on these contracts is accounted for using the effective interest rate method when ncerued,

(0)  Infurance receivables
Insurance receivables are recognised when due and measured on initial recognition at the fair value of the
consideration received or receivable, Subsequent to initial recognition, insurance receivables are measured at
amortised cost, using the effective interest rate method. The carrying value of insurance receivables is reviewed
for impairment whenever events or circumstances indicate that the carrying amount may not be recoverable, with
the impairment loss recorded in the income statement.,

Insurance receivables are derecognised when the de-recognition criteria for financial assets, as deseribed in clause -
*h' above, have been met.
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flow, cash and cash equivalents consist of cash and cash equivalents as defined above, net of outstanding
Company overdrafis.

(q) Taxes
Current income fax

Current income tax assets and liabilities for the current period are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are
those that are enacted or substantively enacted by the reporting date in the countries where the Group operates
and generates taxable income, Current income tax assets and liabilities also include adjustments for Lax expected
tir bie payable or recoverable in respect of previous periods.

Current income tax relating to items recognised directly in equity or other comprehensive income is recognised
in equity o other comprehensive income and not in the income statement. Management penodically evaluates
positions taken in the tax retums with respeet to situations in which applicable tax regulations are subiect 10
interpretation and establishes provisions, where appropriate,

Deferred tax

Deferred tax is provided using the liability method in respect of emporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax linbilities are recognised for all taxable temporary differences:

*  When the deferred tax hability arises from the initial recognition of goodwill or of an asset or lisbiliv ina
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting
profit nor taxable profit or loss

*  Inrespect of taxable temporary differences associated with investments in subsidiaries, where the timing of
ihe reversal of the temporary differences can be controlled and it is probable that the temporary differences

will not reverse in the foreseeuble future and taxable profit will be available against which the temporary
differences can be utilised,

The carrying amount of deferred tax assets is reviewed at each reporting dare and reduced 10 the extent that it is
no longer probable that sufficient taxable profit will be available o allow all or part of the deferred income tax
assel 1o be utilised Unrecognised defierred tin assets are reassessed at each reporting date and are recopnised to
the extent that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deterred tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits

and unused tax losses, to the extent that it is probable that taxable profit will be available against which the

deductible temporary differences,and the carry forward of unused tax credits and unused tax losses can be utilised
excepl:

*  Where the deferred tax asset relating to the deductible temporary difference arises from the initial recognition
of an asset or liability in a transaction that is net @ business combination and, o the time of the tmnsaction,
affects neither the accounting profit nor taxable profit or loss.

* In respeet of deductible temporary differences associated with investments in subsidiaries, associates and
interests in joint ventures, deferred tax assels are recognised only to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available againstwhich
the temparary differences can be wiilised.

The carrying ameunt of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is
no longer probable that sufficient mxable profit will be available to allow all or part of the deferred income 1
asset to be utilised. Unrecognised deferred tax assets are reassessed at cach reporting date and are recognised (o
the extent that it has become probable that future taxable profit will allow the defermed tax asset w be recovered.

Deferred tax assets and liabilities are measured ot the tax rates that are expected to apply 1o the vear when the
asset is realised or the liability is senled, based on tax rates (and tax laws) that have been enacted or substantively
d ot the reporting date,
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Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss. Deferred tax
items are recognised in correlation to the underlying transaction either in other comprehensive income or dircetly
in equity.

Deferred tox assets and deferred 1ax liabilities are offset, if a legally enforceable right exists to set off current tax

assels against current income tax liabilitics and the deferred taxes relate to the same taxable entity and the same
taxation authority.

{r}  Forcign currency translation

The Group’s consolidated financial statements are presented in Ngultrum which is also the parent Company s
functionsl currency,

Transactions and balances

Transactions in foreign currencies are initially necorded at thee functional currency rate prevailing at the date of
the transaction,

Monetary assets and liabilities denominated in foreign currencies are retranslated ar the functional currency rate
of exchange ruling a1 the reporting date.

All differences are taken to the income statement with the éxception of differences on foreign monetary items
that form part of a net investment in a foreign operation. These are recognised in other comprehensive Income
until the dispesal of the net investment, at which time they are recognised in the income statement. Tax changes
and credits attributable 10 exchange differences on these items are also recorded in other comprehensive income.

Non-monctary ilems that are measured in terms of historical cost in o foreign currency are translated using the
exchange rate as at the date of the initial transaction and are not subsequently restated. Non-monetary items other
than fixed assets, which are recognised at fair value or other similar valuation are reported using exchange rate at
the date when such value was determined.

Exchange differences either on settlement or on translation are recognised in the Revenue Account or Profit and
Loss Account, as the case may be.

[E3] Insurance contract liabilitics

Life insurance contract liabilities

Life msurance Habilities are recognised when contracts are entered into and premiums are charged  These
liabilities are measured by using the gross premium method. The liability is determined as the sum of the
discounted value of the expected future benefits, claims handling and policy administration expenses,
policyholder options and guarantees and invesiment income from assets huckmg such liabilities. which are
directly related to the contract, less the discounted value of the expected premiums that would be required 10 meet
the future cash outflows based on the valuation assumptions used. The liability is either based on currem
assumptions or caleulated using the assumptions sstablished af the time the contract was issued, in which case, o
margin for risk and adverse deviation is generally included. A separate reserve for longevity may be established
and included in the measurement of the liability. Furshermore, the liability {or life insurance contracts comprises
the provision for unearmed premiums and premium deficiency, as well as for claims outstanding, which includes
an estimate af the incurred ¢laims that have not yet been reported to the Company. Adjustments to the liabilities
ul each reporting date are recorded in the income statement in ‘Gross change in contraet liabilities. Profits
originated from margins of adverse deviations on run-off comracts are recognised in the income statement over
the fife of the comract, whereas losses are fully recognised in the income stalement during the first year of run-
off. The liability is derecognised when the contract expires, is discharged or is cancelled.

At each reporting date, an assessment is made of whether the recognised life insurance linkilities are ndequate,
net of related PYIF and DAC, by using an existing liability adequacy test in accordance with BFRS. The Hability
value is adjusted to the extent that it is insufficient to meet expected future benedits and expenses. In performing
uacy test, current best estimates of future contractual cash Nows, including related cash flows such as
f-—chmm-. ndling and pelicy administrution expenses, policyholder options and guaraniees, a5 well as investment

income assets backing such liabilities. are used. A number of valuation m are applied. Aggregation
= hvﬂs-wd the level of prudence applied in the test are consistent with BF - Any inadequacy is

N7
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recorded in the income statement, initially by impairing PVIF and DAC and, subsequently, by establishing an
additional insurance liability for the remaining loss. In subsequent periods, the liability for @ block of business
that has failed the adequacy test is based on the assumptions that are established at the time of the loss recognition,
The assumpiions do not include a margin for adverse deviation.

Impairment losses resulting from liability adequacy testing can be reversed in future years if the impainment no
longer exists. as allowed under BFRS.

Non-life insurance (which comprises general insurance and healtheare) contract liabilitics

Mon-life insurance contract liabilities include the ouistanding claims provision, the provision for unearned
premium and the provision for premium deficiency. The outstanding claims provision is based on the estimated
ultimate cost of all claims incurred but not settled at the reporting dute, whether reported or not, tgether with
related claims handling costs and reduction for the expected value of salvage and other recoveries. Delays can be
experienced in the notification and settlement of cenain types of claims. therefore, the ullimae cost of these
cannot be known with cerainty at the reporting date. The liability is calculated at the reporting date using a range
of standard actuarial claim projection techniques, based on empirical data and current assumptions that may
include a margin for adverse deviation, The liability is not discounted for the time value of money. No provision
for equalisation or catastrophe reserves is recognised. The liabilities are derecognised when the obligation to pay
a claim expires. is discharged or is cancelled,

The provision for unearned premiums represents that portion of premiums received or receivable that relates 1o
risks that have not vet expired at the reporting date. The provision is recognised when contracts are entered into
and premiums are charged, and is brought to account as premium income over the term of the contract in
accordance with the pattem of insurance service provided under the contract,

At each reporting date, the Group reviews its unexpired risk and a liability adequacy test is performed in
accordimee with BFRS 4 to determine whether there is-any overall excess of expected claims and deferred
nequisition costs over unearned premiums. This caleulation uses current estimates of future contractual cash flows
after taking account of the investiment return expected to arise on assets relating to the relevant non-life insurance
technical provisions. If these estimates show that the carrying amount of the unearned premiums (less related
deferred acquisition costs) is inadequate, the deficiency is recognised in the income statement by setting up a
pravision for premium deficiency,

(1) lovestment contract liabilities { Annuity Contruets)
Investment comracts are classified between contracts with and withown DPF. The accounting policies for
investment contract liabilities with DPF are the same as those for life insurance contract labilities,

Investment contract liabilities without DPF are recognised when contracts are entered fnto and premiums are
charged. These linbilities are initially recopnised at fair value, this being the transaction price excluding any
transaction eosts directly auributable to the issue of the contract, Subsequent to initial recognition investment,
contract liabilities are measured at fair vlue through profit or loss,

Deposits and withdrawals are recorded directly as an adjusiment 1o the liability in the statement of financial
pasition and are not recognised as gross premium in the consolidated income statement,

Faw value adjusimemts are performed at cach reporting date and are recognised in the income statement in “eross
change in contract liabilities™. Fair value is determined through the use of prospective discounted cash flow
technigues.

Non-unitised contracts are subsequently also carried ot fair value, which is determined by using valuation
techniques such as discounted cash flows and stochastic modelling. Models are validated. calibrated and
periedically reviewed by an independent qualificd person

The liability is derecognised when the contract expires, is discharged or is cancelled. For a contract that can be
lled by the policyholder, the fair value of the contract cannot be less than the surrender value.

When kontraicts contain both a financial risk component and a significant insurang

isk gomponent and the cash
v flows-from the (woe components are distinet and can be measured reliably, the priaRHRams
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Any premiums relating to the insurance risk component are accounted for on the same basis s insurance contrces

and the remaining element is accounted for as o deposit through the statement of financial position as described
above,

For deferred annuities, actuarial liability has been taken as aciuarial present value of all future payments Jess
present value of fiture premiums net of eommissions subject Lo a minimum surrender value.

For immediate annuity with return of purchase price the benefit has been valued as composed of life annuity and
whole life assurance.

The liability for cach immediate fixed term annuity policy is the actuarial present value of all future payvments
discounted at the valuation rate of interest.

For employee annuity, actuarial liability has been taken as actuarial present valie of accumulated value of ull
premiums paid as of the valuation date.

The cover for rider death benefit has been valued as present value of future benefits less present value of fiture
premium nel of commissions subject to-a minimum zero value.

(u)  Discretionary participation features (DPF)

A DPF is a contractual right that gives holders of these contracts the right 1o receive as i supplement to guarantecd
benefits, significant additional benefits which are based on the performance of the assets held within the DFF
portfolio whose amount or timing is contractually at the discretion of the Company. Under the terms of the
contracts, surpluses in the DPF funds can be distributed to policyholders and shareholders on g 90/10 basis. The
Company has the discretion over the amount and timing of the distribution of these surpluses to policyholders.
All DPF liabilities including unallocated surpluses, both guaranteed and discretionary, at the end of the reporting
period are held within insurance or investment contract liabilities. as appropriate,

{v)  Financial liabilities = initial recognition and subsequent measurement

Initinl recognition and measurement

Al financial liabilities are recognised initially at fair value and. in the case of loans and borrawings. minus directly
attributable transaction costs, The Group's financial liabilities include investment comructs withow DPF, trade
and other payables, borrowings. insurance payables {see clause - ‘w” below),

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification. as follows:

Interest bearing loans and borrowings

Afier initial recognition, interest bearing loans and borrowings are subsequently measured at amonised cost using
the effective interest rate method. Gains and losses are recognised in the income statement when the liabilities are
derecognised as well as through the effective interest rate method (EIR) amurtisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fee or costs that
are an integral part of the EIR. The EIR amontisation is included in finance cost in the income statement.

De-recognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms.
or the terms of an existing liability are substantially modified. such an exchange or modification is treated as o
derecagnition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in the income statement.

{w)] Insurance payables

rance payables are recognised when due and mensured on initial recognition-at the fair value of the
y ion received less directly atributable rransaction costs. Subséquent to initial recognition, they are
4 at amortised cost using the effective interest rate methad,

(]
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De-recognition insurance pavables
Insurance pavables are de-recognised when the obligation under the liability is settled, cancelled or expired

(x) Classification of financial instruments between debi and equity
A financial instrument is classified as debt if it has a contractual obligation 1o:

»  Deliver cash or another financial asset to another entity
Or

*  Exchange financial assets or financial labilities with another entity under conditions that are potentially
unfavourable to the Company.

If the Company dees not have an unconditional right to avoid delivering cash or another financial asser to setile
its contractual obligation, the obligation meets the definition of o financial liability,

¥}  Deferred revenue

Initial and other fronl-end fees received for rendering future investment management services reluting 1o
investment contracts without DPF, are deferred and recognised as revenue when the related services are rendered

(2} Provisions, Contingent Liability and Contingent Assets.

General

Provisions are recognised when the Group has a present obligation (legal or constructive) s a result of a past
event, and it is probable that an outflow of resources embodying economic benefits will be required to setile the
obligation and a reliable estimate can be made of the amaeunt of the obligation, Where the Group expects some or
all of a provision o be reimbursed, the reimbursement is recognised as a separate asset, but only when the
reimbursement 15 virtually certain. The expense relating to any provision is presented in the imcome statement net
of any reimbursement. [f the effect of the time value of money is material, provisions are discounted using a
current pre-tax rate that reflects, where appropriate, the risks specific 1o the liability, Contingent Assels are
recorded inthe financial statements when it is virually certain that future economic benefit will flow to the entity
in respect of such contingencies.

A contingent liability is a possible obligation that arises from past events whose existence will be confirmed by
the occurrence or non-occurrence of one or mare uncerain futare events beyond the control of the Group or o
present abligation that is not recognized because it 15 not probable that an outflow of resources will be required
to settle the obligation. A contingem linbility also arises in extremely rare cases where there is a liability that
cannot be recognized because it cannot be measured reliably. The Group does not recognize a contingent liability
but discloses its existence in the consolidated financial statements.

Where discounting is used. the increase in the provision due to the passage of time is recognised 1s a finance
cost.

{aa) Segment Reporting

Operating Segment are reported in a manner consistent with the internal reporting provided to the ehief
operating decision maker,

(bb} Earnings per share
The basic earnings per share is computed by dividing the net profit anributable to the Coinpany's owners for the
year by the weighted average number of equity shares nuﬂmnding during the year adjusted for reasury shares
held. The number of shares used in computing diluted enrnings per share comprises the weighted average shares
m:saderﬂ.] fur deriving basic eamings per share, and the weighted average number of equity shares which could
be issued on the conversion of all dilutive potential equity shares. Dilutive potential equity shares are deemed
converted as of the beginning of the perlod, unless they have been issued at o later dote,
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Royal Insurance Corporation of Bhutan Limited
NOTES TO THE FINANCIAL STATEMENTS AS PER BAS/BFRS

For the vear ended 31 December 2025

fee)  Equity movements
Ordinary share capital

I'he Company has issued ordinary shares that are classified as equity instrumenms. Incremental external costs that
are directly arributable to the issue of these shares ure recognised in equity, net of 1ax,

Dividends on ordinary share capital

Dividends on ordinmary shares are recognised as a liability and deducted from equity when they are approved by
the shareholders, Interin dividends are deducted from cquity when they are paid,

Dividends Tor the year that are approved after the reporting dete are dealt with as an event after the reporting
dane

(dd}  Revenue recognition
Gross premiums
Giross recurring premiums on life and imvesiment contracts with DPF recognised as revenue when payable by the
policyholder. For single premium business, revenue is recopnised on the date an which the policy is effective
The premium on group insuranee policy is recognized when pdid by the remitting agencies.

Gross general insurance written premiums comprise the total premiums receivable for the whole period of cover
provided by contracis entered into during the accounting period. They are recognised on the dute on which the
policy eammences. Premiums include any adjustments arising in the accounting peried for premiums receivable
in respect of business written in prior accounting periods. Rebates that form part of the premium rate, such as no-
claim rebates. are deducted from the gross premium; others are recognised as an expense. Premiums collected by
imermediaries, but not vet received, ane assessed based on estimates from underwriting or past experience and
are included in premiums written. Premium has been recognised in the statement of income on pro-rate basis
[ 1:24th method) under BFRS 4 requirement,

Uneamed premiums are those proportions of premiums written in a vear that relate to periods of risk after the
reporting date. Uneamed premiums are caloulated on pro-rate basis { 1/24th method) under BFRS 4 requiremen,
The propartion attributable to subsequent periods is deferred as a provision for uncarned premiums.

In general insurance, Liability adequacy test has been performed 1o allocate insurance provision for each year for

Incurred But Not Report (IBNR) and for impairment of insurance receivables which is vutstanding more than 363
days.

Reinsurance premiums

Gross reinsurance premiums on life and investment contracts are recognised as on expense on the earlier of the
date when premiums are payvable or when the policy becomes effective.

Gross general reinsurance premiums written comprise the total premiums pavable for the whole cover provided
by contracts entered into the period and are recognised on the date on which the policy incepts. Premiums inclide

any adjustments arising in the accounting period in respect of reinsurance contracts incepting in prior accounting
periods.

Unearned reinsurance premiums ar¢ those proportions of premiums written In a vear that relate to periods of risk
after the reporting date. Unearned reinsurance premiums are deferred over the term of the underlying direct
insurance policies for risks-attaching contracts and over the term of the reinsurance contract for losses occurring
contracts on pro-rate basis (1/24th method) under BFRS 4 reguirement.

In reinsurpnee, Liability adequocy test has been performed o allocate insurance provision for each year for
Incurred But Not Report (IBNR) and for impairment of insurance receivables which is outstanding more than 363
days,

Fees al‘ld commission income

he related services are performed. IF the lees :m: for services pm -"
and recognised over those fulure periods v
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Royal Insurance Corporation of Bhutan Limited

NOTES TO THE FINANCIAL STATEMENTS AS PER BAS/BFRS
For the year ended 31 December 20235

Investment income ( The effective interest rate method)

Under both BERS © and BAS 39, interest income is recorded using the effective interest rate { EIRY method tor
all financial instruments measured al amortised cost, financial instruments designated at FVPL. Interest income
an interest bearing financial assets measured at FVOC| under BFRS 9, similarly 1o mrerest bearing financial
assets classified as available-for-sale or held to maturity under BAS 39 are also recorded by using the EIR method
The EIR is the rate that exactly discounts estimated future cash receipts through the expected life of the financial
instrument or, when appropriate, a shorter period, 1o the neét carrving amount of the financial asset.

The EIR (and therefore, the amortised cost of the asset) is calculated by taking into account any discount o
premium on acquisition, fees and costs that are an integral pant of the EIR. The Campany recognises interest
mcome using a rate of return that represents the best estimate of a constant rate of retum over the expected life of
the loan. Henee. it recognises the effect of potentially different interest rates charged ot various stages. and other
characteristics of the product life evele (including prepayvments, penalty interest and charges).

If expectations regarding the cash flows on the financial asset are revised for reasons other than credit nisk, the
adjustment is booked as a positive or negative adjustment to the carrving amount of the assel in the balance sheet
with an merease or reduction in interest income. The adjusiment is subsequently amontised through Interest and
similar income m the mcome statement

Interest and similar income

The Company calculates interest income by applving the EIR to the gross cariving amount of financial assets
ather than credit-impaired assets

When a financial asset becomes credit-impaired and is, therefore, regarded as “Stage 3°, the Company calculates
interest income by applying the effective imterest rate to the net amortised cost of the financial asset I the

financial assets cures and is no longer credit-impuired, the Company reveris 1o calculating interest income on a
gross basis.

Interest income on all rading assets and financial assets mandatorily required to be measured at FVPL s
recognised using the contractual interest rate in net irading income and Net gains/(losses) on financial assets ot
fair value through profit or loss, respectively.

Realised gains and losses
Realised gains and losses recorded in the income statement on investments include gains and losses on financial
assets and investment properties. Gains and losses on the sale of investments are calculated as the difference

between net sales proceeds and the origingl or amonised cost and are recorded on occurrence of the sale
transaction.

{ee)  Benelits, chiims and expenses recognition

Gross benefits and clajms

Gross benefits and claims for life insurince contracts and for investment contracts with DPF mclude the cost of
all elaims arising during the year, including internal and external claims handling costs thit are directiy related 1o
the processing and settlement of claims and policyholder bonuses declared on DPF comracts. Changes in the
gross valuation of insurance and mvestment conraet liabilities with DPF are also included. Death claims and
surrenders are recorded on the basis of notifications received, Annuity payments are recorded when due and
claims by maturity and survival are accounted on the policy maturily date.

General insurance and health claims nclude all claims occurring during the year, whether reported or not, related
to internal and external claims handling costs that are direcily related 1o the processing and settlement of claims,

areduction for the value of salvage and other recoveries, and any adjusiments 1o claims outstanding from previous
VEATS.
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Royal Insurance Corporation of Bhutan Limited
NOTES TO THE FINANCIAL STATEMENTS AS PER BAS/BFRS

For the year ended 31 December 20235

Finance cost
Interest pand 15 recognised in the income statement as it acerues and is calcalated by using the effective interest
rate method. Accrued interest is included within the carrying value of the interest-bearing financial liability.

(fn  Liability for life policies (Policy liabilitics)

The actuarial liability of all the life insurance policies has been caleulared by the Appointed Actuary in accordance
with the Financial Service Act. Rules & Hegulations for Insurance & Reinsurance Companies in Bhutan and
guidelines issued from time to time by Royal Monetary Autherity of Bhutan,
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Roval Insurance Corporation of Bhutan Limited
MOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 Deconber 2025

Note Comalidated Company
Xu Nu Nu ~u
st Decembier, J1st December, Sisi December, Yisi December,
28 2024 2018 w14
4 GROSS WRITTEN PREMIUM
Moo Jife insurnee | ARG, 646,738 1529 379,804 1 EBRG,640. 738 AT K94
Life insurange L4 L83E 2005 2000 Y 1741812535 AV EE ALY L]
Ciroup life insurance B9.RT2IT0 85.697 250 0872770 B30T R50
Annuiy. isurance 335,357 335,137 338357 135137
Teinsurune 6371004 THS0.T31 B3.T10.59% TSN TR
Total gross written prembum 3.THL A 699 3,750, 204,231 3 TRIATHEYY 1780 204.23]
4.0 Premiums ceded to reinsurnnce
Nonslife Inmirance 111 20,089,312y (E77.426.35%) (1,120089.312) (877 426.259)
L-ife Insuranie (173,495 {T37.870) (773493 17375240,
Chtvugs life Hsirance (500,28 IS I0EDE) [A90L42%) 151 0.H0E
Riz insarance 116, 265 307 (11,527 142 16,255, 3071 LLES2T 42
Tatal premiom ceded to reinsurance (LI3P TIO0d0)  (RUL202.088) L LI3TT0%.040) EHUL 20D TR
Total net premium 2,644, 759 650 2 1} 2644, 759, 240,002,143
5 FINANCE INCOME.
liscome fromm Envestment securiiies A08 754,012 ST ST 1] 408,754,112 PR T T
208,754,112 A80.546.500 H08.754.112 B0 540501
— —_—— E—
fi FEES AND COMMISSION INCOME
Reinsurance commission | General) 133950181 119910438 125950181 PSS 0438
Retnsurmnce commision - 10, Wil . AT
Guuramee fee Aman 10.m22.285 (RFe LR [ [Pt L]
Credicrelated Mews und commibssions J.8¥5.300 2544800 3885, 300 3504, 8l
Broking Fees atd Commisisot 333115132 5,876,282 LE31,032 I ATH252
(ther % : a .
Toral fees and commission income 173,077.524 138,963 805 173.077.524 138.963.805
7 FEES AMND COMMISSION EXPENSE
Commission cxpens on Re insrance scceped 2917740 114,236.083) (12017,740) (F e e
Agent comitision (N1t 510 183 195,11 1.0a7} TR LA 110,047
Towal fecs anid commission ex pense { IH.SMI'FHI 105347130 129.836.,922) Te347.030

| 77 | Annual Report 2025



Roval Insurance Comporation of Bhuian Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year endod 31 December 2025

Nute

H INTEREST IXCOME OX FINANCIAL SERVICES
Litna & recemabilon from Fusimuns
Tatal interest Income:

4 INTEREST EXPENSE OX FINANCIAL SERVIUES
fiaenes o groye e Mo
rticress on @nnmiky comiribubion
Imagtsd tin batlk Barrowimzs
Dzt insigd sl petrovweed funds
Iraerest om Ten- Tsae Mangul Mgeschod palie (it
lemsuzmnee)

Tuial bbrrest ¢y pease

19 OTHER GPERATING INCOME
Fental meaime
Securiies hedness
ey

Total sther operating income

11 NET BENEFITS AND CLAIMS
Iliah Gross benefits amd olalms gl
Morn Lale Insisamge
Lafe Tnswmmse
Group Life Insurance
IR inwararcs

Todal groess bene it and el .uH

10 Clakms ceded 1o relnmeens
Mt Life Inswrance
Rr dusitanen

TNwisk clnios 1o reimsurers

Iiic) Change in comrael Rabiliies
Ll Insurance
Girwup Like [nisuece
Anmuty Imsurance
He smmuraiisy .
Tatal ehamge bn contraet liabilitkes cvded 1o reinsuren

St Bene (i anil clalo padd
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FS4H. 105 11 _Lsds (3301 ¥
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Roval Insurance Corporation of Bhuinn Limit
NOTES TO THE FINANCIAL STATEMENTS
For the year unded 51 Dotamber 2025

Nate Lousalidaie L smpany
KT T i M
31t December, 3t December. 310 December. st Decembier,
2025 Jaxy P13 2034
12 OTIER OPFERATING AND ADMINISTRATIVE EXPENSES

Amsartizaton of miang bl asvts (7,752,333) (4. 438.787) (7752330 (4435, THTy
Depreciation an propety and cguipnet 12004 303 L8 92E 600 |21, 0M6303) AR A
Profesdional & legal expenss (214,250 (R R 12 14250) I200.0M
Haiik Charges [ L093350) {101 5.803) {1,043:353) 1001 38035
Manuzement expenses 1 HS2.626.048) (P36E4.A00) (152,620,045 L0368 A0y
Emplovee benelits expense R4 L3694 14,624) 326,441.772) [3ED414.624) 1326540, 7723
Riad Debis 30.16%) L1ATE266) CELURE-L (14T 2oty
Secunites business (751210 (1,293,080} {751,379 (1,293 650)
Loass on sl of Asssts (Th354) = (74.354) .

Uiher [ 149.752907) (TROGSFO8)  I49TSRI0T) (T4 Tih
Tatal other aperating and sdministrative expenses % S35, 0,704 |'m;,ﬁlr= £ (52500070

121 Engluyiee bemelits o1 emse

Sadarics and honus (33445040} (IT4.264250)  (JiARASS. 0400 13733642541
Sl welfare and expenses 13060, 164) (4,050 804 3T 1y RS0
Leave vavel conossion LT T {4,715 302) | HEDS0,658 M. T18, 500,
efinad hemel® costs 11.550.313) (124840400 L LES03 3 {F2 484040
Leave aicathmend L1591, 350 L) 844,108 341,350 LLLEAL iy
Conbribution o private provident fand i1 3b6 0934 (18 EH2STE (21 366,0951 L HN2 3T
Total emplayee brielil expernise LT 1326.841.772) (M A14 6240 1336 K30 7730

13 IMPAIREMENT GAIN A LOSS)

Impasrmeens g wmthoss) oif remsnrance recevobles 1B1E5E2) 9EI2) (BIB9S wEI2)
Impairment loss on Joans and recevables AR08 K68 ) (1R9. 4656 18) (342008 805) LR NS B H
Impaarmend loss ou cash and cadh equivalent 2124 469491 Rt 0y 6991
Tutal impairmsent gain Mess on lea s wod advinces |5-l-.!n.'?‘15.i'll| ”L!éﬁﬂ] lﬁi.!}&.ﬁﬂli kS T RRT]

14 INCOME TAX EXPENSES
fah  Current tax charge

Current incaime s PRH 8 028) AT A19.754) VB 345025 0T Ry

Ielerred tax

Felating o origmabon md reversal of wmparary differences 20,250,170 12576962 120,250, 170) 12:5TH762

Total imcome tax ¢x perise T1R.595.1 234, 042.391 ) TENET] Wa1.70
ib)  Tax recorded in other comprelensive income (e note 30§

Cirresl iox = o - -

Prefermed tas (R ER bl 253054 13, 443.825) TLIRN R

Tutal tus charge o the other comprehensive income 13443 815} _m [EEEEEH 21351054

15 EARNING PER SHARE
Hasic earmings per thare amaunts soe caloulaied by dividimg the profit for the vear awribuinble w ordinsry sharcholbers of the parent

Profits atnbutable to the equiny ol ders of the patent ITUATIER L2028 1105 2747401 ol R E P
Nominal Valee of Fguiy Shares 10 I (L] 0
Number of Shares 160,005 286 16005286 160005284 ThoL 0% 286

7] T5K 71 545

The promary B anid dilwied EFS will Tsg same o the company did nist ismeé any conventibhe iéutitic
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al Insurance Corporation of Bhon Limined

NOTES E FINANCIAL STATEMENTS
Fot the veae mded 11 December 2025

Nete

16 CASH AND CASH EQUIVALENTS

Local curresey in haad

Halances with logal hanks
Balanoes with foreign basks
Albrwamse for #xprcind credi Tos

17 faramewis:
Cuoted investments | Equity  instsss i
mramured at fair value throsgh OCT
Equity. invesmensi
Unquoted bnorstaments {ai cosi or saiod
wiherwise}
Eguily imodstntam
Partmership firm & siher tistmateon
Chthera Fananeial Aot lnvestments
lavemment e Bond
Imvesment an Fixed Depouts
‘Total investments

170 Qwoted oquiny securivies i Eguiny

imsbramend merssured 3t falr v alue through
ey

Thukin Ferde 8lloss Lid

Penden Cement Authesiy Led

Bhusan Nanons] Benk Ted

Seate Trading Corpostatin ol Hligtam Ll
Bruwun Board Produsis Lu

Ll Bhuaan He Lul

Rovil Sesunibees Excriamge af Bbutan Limabed .

Toasl

—  Commbadated 0000 Cowpams
N LT T ]
3hue December,  30at Descaiber, 3t Dreember,  3ist Drermber,
2018 2024 MR
[z IR BN IRSELSTE 45407254
1840451 2B3.782 2a46,451 103, Th:
[B6A29) 165,548) (H&.429) (B8, 558)

I_‘!M-IEH =&i1-ld'.|'l 1£]ﬂ£ﬂ 1& i‘“d;—t

SERERT.TTI LA 022 SEEMGTT T2 LR EE RS

00102 BONLI 022 K310 022 LICR T by

137300000 13,730,000 1378000 12,950,000
75 0E T8 TH 589243 THLIETH TEL NG 183
kg 3 il I 134 1,164

13,415 i 5 RENTENF]

LIETS miir ] Mu Ueeember, 2024

N al Ordanary Castnl N of Oirdiswry Cust al i

1 kS
Shares T et Fair Vuhie Shares Uit gt iRl
S0o.v00 .1 0G0 [ERLIT [T 4.100,000 T
132344 4992585 T35 Im 200,964 4002 985 11,3652
1 210 0 AR R 324258300 L6 00,000 - 303018000 13K A3 200
SEL000 gy oty 4 A2 H32.000 ARG, 000 pER T
118,300 1220250 LU I'tR 300 1 22% 250 L ' Hel ]
800,000 35 000,000 | 2 E43500 3,500, Dl #5500, 000 A, A0S 00
152,060 19,80 1000 0,500,900 16200 TR.811.000 TS AL
4 FLTHE < SN ALT.TY TS ) 30838 [TFRTINTH

Ehiosed exquity seirtins da not have active market asdefined s BFRS 9 Ninos, Tar valae were smived by wisg valuslion model hased o6 data avalshle ipso 3l n

Diccember 2025 The valustion v garried ot based oo 30% af the sk value z on 30022028 sl book valug b4 the diare as en 31/152039

171 Un-gmoted equity securities iat cost or
atated ullrraine

Bhmtan Deselopruent Fmance €

Fumdry Foods Provase Limied

Ngtboer! Provase Limaed

Nang-Crang Pvi Lad

Tutal

Farimerihip firm & othey imatimtsen |20

wwnl g dated ofherw ise)

Finangisl Instimiima Tranmg Inasituse

Tatn Diadmn Ghardaras Mines

Lese Iravnom for dimisskhing e« ghep of shirm
Credt infemeason ursau of Bhetan

7.3

Toual

174 Imrstmrnd bn Bowd (ot coal s slmbed

wlsrrwise]

T Bank Bondi 4T Yeurs @ 00%)

Government Boeds ROl 010 (3 Yeun @ 6 50
il Band {10 Years 50T 500

Crorvernmeent Boads  RGall 009 |4 Yesrs 520 B (041
Tashe Al Pvi L id Bond | 18 Vs 5 0 7955
Tashi Al Pt Lid Bomd {10 Years i 7. 50%0
Dhruk Wiy & ok Lud { 10 Yeats 600 B 00%%)
Imeven Recevable o Banda

Annual Iliée.port 2025180 |

A1 Decembior, 2025 3 ey |
N of Chrdinary Cust ul = No of Ordimary  Custof =
— RN oy rameni Fal Nl Shares 1wy ameny Al Nalve
5043, [ 5,091 L0 . Jo e EXTT] #
=00, 0y 250,00 . 000G 20,00 O L
213,330 i fra 1 kx| = 21,029 bp Sk Y )
L W DO 00 [ LT A0, (100, Bl
Iéﬂﬂ# ﬂ!iaéi = ie:l P AO31er] -
30t Drcember.  31u Deeember, 314 Decrmborr, 3138 December,
2038 2034 3038 L R
12,000,600 12,000,000 12,000,000 12,000,005
LR CRLTECTTE] B RS0 000 B850 000
16, 30,0004 i FE0,000) 16, BE0,000) 1850, 00a)
1,750,000 1,130,000 1,740,000 1,750,000
T TS T 7T T ¥ K YT
3w Decomber, Mol Deoember, 3 December, i Decembar,
o |- E— | L] 1025 204
Ta, S 000 Ta,500,000 T 000 T ),
YEHDO0O00 800,000 98,800,000 00,000
110001, DM, 000 100 Gk 000 160000004 100 000, (a0
14, b0, 000 30, E00, 000 L3O 000 006 1 56,000, T
A, D K 200,000,000 100,000,000 00,000,000
(L= TRE VT ] WA, L WD B0 00,005 T 400, 0
ST, 668 T 5 B =T REL] 33085 153
TSl TELESIN. __Slasile _TELINIE
Jist December, 30w Decrmber, - Mo December, 3060 December,
bipL] 1034 2025 2024
L TR U OO B0 R R 20, U Sy
1 200000000 1200000000 §.200,000,000 1, 200,000,000
§50, 000,000 ES0.000,000 B0 000, 0 B0 O
SEREO00000 . 2080000000 200,000,000 2080 000,000
9231 560 1ol 4804 4 i 14 [RIR LT SEEA 10 6d

T B LTI TN Y W TN I KT TR T
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Roval Insurance Corporation of Bhutan Limiied

NOTES TO THE FINANCIAL STATEMENTS

Foribe vear ended 31 December 2025

20 INSURANCE RECEIVABLES
e fram policyholders
[ from cebnsuters

Iepaiiment of insurmes feccivahles

Total insuramce reeeivables

1l OTHER ASSETS

Advances. Deposis & Prepuymenis
Imteresl Kent pod Cihier Beceivahiles

hher

12 INVESTMENT PROPERTY (Stated at Cost)

Com

AL Jpnuary
Addisons:
izpoalw'Adfustment
R ialuatiomn
Rechussaticathon

Arcumalited depreciation
A1 | Sumuary

For the year

Aadjustments
Heclesificaion

At 3] Decemibser

Mote C
Nu Ni Nu i
Hist Decomber, 31 Decembor,  Jist December, 30t December.
225 2024 2025 2024
A3, 220 53475420 43101220 33ATEA20
298,612,362 ERRS [T 208,612,062 343,800,070
11,286,390 {467,438} {1.286.390) (AT 458
JMT.H! J-Niil-i@ 340,427,192 .ﬂlbiﬂl-lm
135572814 333860447 135572814 IREA60.447
T1.AG, 255 ET.338. 560 T1.496,153 K7 339500
262651468 204, 456,230 62651463 AL A6 250
Hﬁiﬂﬂﬁi Tlﬂﬁﬁ&!.!? imd Tlﬂﬂsﬁ:p
1. 558,023 026 I B35.540 808 LENH.023,006 LRS54 | i
216062771 32A81.158 IPENEITT 328088
2.103.085.797 LERRO23.026 3 104085797 1EEE023 020

iill]-lillgaﬂ'? L.BSE.02 3,026

2. 14.085.797

LBRE Y02
—

Vhi: fair value of the mvestment propieny’ are bosed o0 valuation performed by un gecredised Independent vakier s on 31012203

The valustion was breived at bl relerenee w markel evidence of trmsaetion prices for smilar properties The Tuir value mesurgriont s
catcgotised in Level 3 of fair value hierarchy. The manigeniant ulse perfotmed iinpaitment and market price analysds os o4 e dune of
e Frnniials aml Faund that there were oo sighificin changes in the valug of lvesimeent property
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NOTES TO THE
Feu the vear ended 1 December 2025

O PROFERTY AMD EQUIPMENT
Lomalidaped

BT
Furniture and ) - Comjiaier
Land Duildings o Office Equipment  Motor Vehicles Bipipaminis Taral

Cost! Revalued Amoane:
Al ) Janmery 2024 SI6ATOADS  2T0.7TI0 063 Ard06014 2 6Eh, 1 18 TLBGERIT  6d 268 134 WITHIT AT
Addatioes . 1,333.922 6426508 6545434 . Y9584 10 RS ATS
[Hsposals (i, 154 - 112525 - . (76,0 H9ETE)
Revaluation - 3 %
At 3] Becombar 2024 235853 516 TTE OGN R 38 B30 65 o9 341 %57 TLOGSERY  T0.130.773 T S0 Tl
Al Janumey 2025 £35.863.536 27106080 IEAI0,054 68,341, 548 1065892 TO56,7T T T
Addamany 3063 1699850 16331 48 24,570,000 ‘ FER % S EEEEER T
Duupasaty Adjuinmenis . - 157078 1753500 - L 10E ami) (RN ATE)
Reslasaticamon = . s = pns iF L
A December 2025 E.E'I'r G | !'M;‘M!;'H‘E ﬁ iE‘!is 4,836,101 11865 H9) BLIL300 1033508 Iy
Dhejirecintion und inspabramcat:
M Al lenuary 1014 - 51,312,990 4381456 43,642 590 10,165833 . 0655 W6 LITHE SR T
Disposals’ Mdjsmenis - - (2124 - - (TE50 &A%
Dhepaeciaion change For the year - 016438 2579509 098 408 379992 4878, el PRG3R A0
Reslasitication = 7 = i a A :
At 31 December 1024 . BT MBITE 36049340 A57 10007 [T T T O L %) TIward jai
A1 | lanuary 2025 . 87,349,428 26,949,240 48,719,007 10545814 35,458 580 193,141
Lhispusal v pdjustmenits - . 143,582) 175,347) . 129,983 {248,700
Depawcaision change for the veasr - 5495194 1267 857 16515982 ITHAET 609,087 2L04e 003
Reclassification - . - E = - -
Ai 3} December 1028 s [FEETNY] s:gﬁl-m [T TN Y S F X TR
et buah valise,
AL December 2024 S33.363.530 184, 720468 11.RE0.E14 10612 454 00T et TGN.I78 560
Ar 31 Decambeer 2025 515897001 181914952 4.931.013 f04%E.470 [E T S S A 5] A6 U5S 6eT
Company lin s,
Costl Revalued Amosnn Land Bulldings s ol i Mutar Vihiiles .L:.""": Tatal
A1 1l January 3024 534,470,495 T8, 730963 12 A08,014 62,631,948 LeEESE ae 337527 U77.302 040
Addiions. . 1,338,932 & 436 868 0334310 - SSIEAM. 30359673
Disposals' Adjusesent (608, 955 - 111828 B - 176,000 {695,787)
Reclassificanon b Y Lt ¥ < 3 f
Al 3] December 2024 S15.561 530 211060 ER 35810054 L9337 BT L1106 RGY  Tol06oss W97 206 Bl
Al T Jamuary 2023 SISRENSNE  ITOG0E 38.630,044 40,337,353 IL065393 TI0006: 09T Jubale
Additigas 34,065 1690880 16,33), 746 25,570,000 . 14,208 327 RISy
Disposale' Adjussment - # {57073 175 3405 - 1B, A00 LEETTE 211
Reclmsifizamon = = = = 3 2 i
At 31 December 1015 515597 60 274769775 EEI01TIR [FETFETH um_ﬂ B4.100,4%1 1055870217
Depreciation and isspabrment;
At M January 2024 - BLIIZS00 24352456 43,662,690 10155831 30627691 U0 ES1 B0
Dispomby Adjusamenws - s [12.823) - - (74,950 {88,824
Degreciation chaga for the year . 6,036,438 2,579,409 5056408 379987 4878184 15928 600
Reclaificaion . . F - e % . 13
ALS Degrmber 2024 - AT MBATE 36048340 AR 19,07 W HEEIT s 37887 JtRwvlane
ALY Jaayary 2025 x BT 249438 26,949.240 4K, 719097 TLAEREH S5427087 220 A3
Thagirsals udjumnents . - {433182) 175347 . 129, 9E2) IMETE
Drepeecuanem charge for the year - FA95 000 3267457 5053 982 179983 G 2N DEY LRt
Heclasslscation - & ~ s - . &
Al M December 2028 - LT TR e iTaTIS 54,037 132 10525708 6L S0 2 20 TER.02H
Ml ok vabue:
An V| Degember 202 3RGS54 180,724 4 68 L1 A%0.414 20618204 A0TH 46T 200 TeH.2TA S
A3l December 2025 335,507 001 181004 952 M0y A4 300 00T 22auL A% BB 0L 478

The fur valac of the property and equipnscnt are basad on valasion peilinmid by an sccredited independent valier s on 1171272021 The valugmon was s o4 o
by redaremie lo market evidence of anactien prces for smili propaties. The fair value messurcanent s caegodised m Lovel 3 af Tar value hictachy The
i b perfanmed imp uned ikt price analywsas on the dote of e fnaneals and found teat thare wers 1o, signifiesnt eharges m e v o o
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Rowal Insurance Corporation of Bhutan Limited
MOTES TO THE FINANCIAL STATENIENTS

For the vear enided 31 Peeenber 2022

14 DFTHER INTANGIBLE ASSETS Coanstlidated Catnpany
Cmal: N Nu
AL | Junaey 3034 ThATHHUS TO4 78,505
Addinang 16,917 840 19T 880
ispoaals - -
AR December 2024 CERTTNEE] AT Tah NTE
A larinsrs 3035 ET 396 HTS AT I RTS
Audd itz 16533036 16353 0150
¥ispivsals mliusiments . .
A1 31 Dhecember 2015 [TENET AT 103,950,931
At iration aod mpairmen):
AL Januoey 2024 AH.TRZ653 M. TRInES
Diapadals " i,
maoartrmion 4438, TRT 1418787
Al 31 December 2024 531321 440 5312321440
—— —
Ab L lomuuary 2025 S3.27) 440 53133 Adih
| sl Audjui staments. - -
o tLration T.152.313 T.058313
At 31 Deeember 2025 ﬁnm‘n: 60,973,772
el book value:
AL December 2034 34175435 34175435
A3 Degember 20345 4297 | 58 42,978, 58
—_ Consolidated L nmpany
Nu Nu i Nt
31st December., 3lst December, 38t December, St Becembier,
1015 1024 2025 24
15 INVESTMENT CONTRACT LIABILITIES
Grroup lite maronoe I B3 A6T 258 2671210384 I EOXART 2SS 77200584
Annuity fnsurabce 1.897.221.372 1.872.438.761 1.897.32),372 1872430761

4. T00.688.627 4549040, 44 \ 4540 640,144

Investment contract labilities with o DPF oo withoul DIF are represent abwne. foe TenTad Matgol Kpencloel Poliy 0w lich o
the features of an invesiment contract hay e been clissified secordingly.

As permitted by BFRS T, the Group has not discloged fair values for nvestment contrict Hahilitics with a DPF a2 estimated . There bs oo
setive market fof these course of bushes.
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val ke Cor of Bhurtan Limited
RUOTES TO NANCIAL STATEMERTS
TFer the year ended 1 | Deoonbar 3074

I il

26 tah |

Ih4ald

T dmy

i 8

b § s fibaned nmpuay
N N
Sl Deeomber, 1025 i Drecemiber, T0)5

BSURANCE CONTRACT LIAMLITIES Imaranca coniraa AT Hel Inmuance coomsdt [ Fe—

Buatilebigy woniraa badduit by coniraci habdmgy i
ow B A 2 fmp AFN AT 199823639 323.020.012 FR3SUE 3T FLERLE S LRI ]
e Himl 535,307 450 - $3.007 54w $330% ptw . 1107 559
Lt mumarce [LERRREL AT ] . 33 19, (e L B23, IHY, 10k - [UERANE RS
G iy memanie AaS 4T hag x 445568140 445568, 141 - LRt AT
ABHUI inssrihie 849324 - B3 AR AN Eddano i AF St
Twwwancw cantrect abililio - %am Life L

i SONITISE Het Inumasce snmrac L T

hatabhey conrast abilaes habilitizy cenmmact Wahiling
Proomiom 10 (wniianoe commision defomed = 13 425633 WAL o FORATE G h (LRl kL]
Bein e dhwee oF clams - & - H . v
18R AIATG I - 32651 SLE26S 1S - ERRE LT
Pranunem fin amzaried peamiame MLIETTIT ) MLIETIT MEILTIT . L LET RS
Diclinired acamnitivn v (13,410,549 - 3 AIRA5 [FEETLT BT . VIR A

S T 7 M 17 MR 7V VY TV TV T N [ T2 ¥ N ¥ X111 T
Liabikity. Adegmary Testing (LAT)

A Lishbiy Adequscy Tes (LAT) foe on - Lifiy immrance comran Kby u o earrbed oul by M4, TraasValise Conmmhanta. Consubary Acwsary 28 ai Hn Dcamber 2020 st ninunyd
ey FHS 4 - Insunane Conttacts The vak va based o | pred damarial mestdi and o perfarmed on annual bawe According 10 the ssry s npon s e
adisumily anslios e LAT as ot 31w Decombey 2035 Mo addiucmal provison was teguired sgaing the LAT st Vi Dheconber 2025

Tt aimcs vomiroch lakilien - Bq brsurance
Frut s for conmemnce sommision delwmed

[FT18 DA . MEEE S| pEF TR - v ORI
Pauwysssen fur amsarned promaims LR . FERLLELT BT ELLELT - }
Baliviad povirarimmmii T AR HIT s (LR IR EEN YR LT

51 3w asy - HJEED &E‘I‘Eﬁ -
ikl Mdeymsis Toasiag | LAT
Al nmeduy’ Adiquday Ted £ LATS e Re dvmirdied crmtrsel Babdliny was sanrwd ont bt 80 Tram eV ilie © ol Cimasling Asmary som ¥lm Beoowhar 205% s equunsd by
M A - s Conmtaans The viluihon s bawd o ot i d aqmiarial mathodd il s perfoemed on s Rais Aedonulinng e st sremul e omg e

sdpgamhy sindies e LAT ioa blu Deomihe J0JF S addinanal pc-rmn wan Feqanyd st AT s 00 @ December 0I5

Inssrance conract Rabilitee - Lifs sarsnce
Limg duration conirad lubibie mdluded o e L% e fand, ooall primanily from wadmsasd pacicipating i nanpatidipsing ©ifs siaimer produs Lhe smaiml bosi e
Tean e Toram aptablidned Basnd upan the Bolowing.
Ko i el g it g
- Mertabity mies baved on publedsed menality blo sdmud G sciual epariomis
Suinenider nues bassd upon seual mupenencr

The vabisnon of the Life Inssrance Susivgm ax o 31 [hawsilier J02T wom by A T aduis Coawlemts, Comslitmg 5oy

Liakdlicy Adejuses Testing (LAT)

A Lishiliy: Adequacy Tem "LAT) for Lafe mwsrmnce commact lsbiby was commed o by M Transiadee Cormduaemy Ay e 31 Doomber 300 a0 roquated by B0RN 4 «
buwrses Compame Whan Pﬂ'flfﬂi-lllhl LAT, Mfmrlmmddlmmﬂrnnd companes thes mnoin) with the Cary ing valie of e liahility Aocomding e
sty g rgpart. wssis s sty el pted tu e d ot flo reerrran wed m conman 1o the Desry eas @ 515 Dvonnber 019 %o dddesial jriu sl = e
rouquwined sgaiuit e LAT sxt 31 Decomber 5024

limasuner conirael habilsies - Group Lile lsssrance

Linbilify adequacy toytimg (LAT)

A Lahility Adegeaty Tes ©LATTY fon Groap Like Inwitancs consis habnlin' wes el out by M TranaValie Convelianm, Comniieng Actuary o 11w Doimsbe 200 o
equired by RS 4 - Insmenoe Conract, Wien perlurmeng the LAT. the Comgany dicounizd all coniragimal cals fows amd compaies this snvss il the cmy ing e ol b
leabibgy *I‘W'd-'ﬂlw*‘ld‘ll)' vrepod, et i suliticnlly sdoqupts as compaenl e thar discrmrmad sl Pl nrsarves sl In conma b ihe tesdroes i b0 Vo Deoombar D028 s

L pruvison was.rap apaini vy LAT a1 310 Dheioosier U235

Beniirsmcy coriract Habdicks » Anmairy |nssramte

Liability wdegmasy besting (LAT)

A Lusbiling Adwguady Tem I"LAT™) for sty Bnmitance comiagt Wabilihy: was cnrid oun by N TraniVabue Cossolsts, Comndimg Adtusry as st 3 Decamber 2027 ae g
by BFRS 4 - Inssrance Conacs When perfiimey e LAT, de Cumpany diounied ofl contreciesl cas ks ol sospaics i ameinl witly tae carying vabu o g fuabulin
Accotlimg e fhe scheary's PMIL saels are sallicenlly sbogums ax sumparnl to the Msonasied cath flow reserves and. in conmml b e reictver e 4 dba Decamber 003 %
il proévision was reguiced sgamm e LAT o w3 1 Diecomies 1039

FFI"'I::Q __>
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ﬁguﬂ Insurance Corporation of Bhutan Limited
OTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 3023

LR

16 (B} 0

Mats Conmiisred Company
Ny Nu
30t December, 1034 3148 December, 3034
INSURANCE CONTRACT LIABILITIES Insmsrance conarsct Bsn mirance et InmirEnCE ComIrac Topimwirunc
lsabiliies conmact liskilises lisbilities conwact [kabilites
Hon life nwurence Tbibda BERE T B 102934341 434172623 SELJRLE et ¥ 103,934,341 434372623
Re innsrance Eby2 61,195 861 - 61,195 k03 &1 395 20) - &1 395,303
Life Insirance 0,642,447, 14 . SEATAAT A B542 447,314 - 9642447313
Group life insenange 353,549,900 - 353,349,994 351,549,986 - 353 540988
Ansuity inwsance TI1008 303 = T30008 303 TI1,008 103 = 721095303
O 5 TR T TS T 5 TR 11T (M T TF KT

Insurance contract Mabdities = Life insurance

Long duration costract lisbifities included in the Life inmarasce fund, remsh primarily frem rsdinons) pemucipaung and monpursopaeng Life iawerance producs The acrasnial
reserves have been esiablished bassed unon the Following

Tmiezest ruies wivich vary by proden

Sormdity rases based oa pabliasbed maortality thbos adjusted for sctual exprricno

Susrender roies based upos solasd experience
The valuston of the Life I Buskpss 45 84 31 December 2023 was made by W TrassValue Conmliany, Conmlsng Acmary

Lisbility Adequacy Testiag (LAT)

A Lishiliey Adequacy Test (“LATT) For Lifie inaance comtract hubility was carried oue by M TrassWalue Commalanis, Consuling Actuary as at 31st December 2024 0 roquived
by BFRS 4 - lawrasce Contracts When performiag the LAT, the Compiny discogntad all contractual éail Thaws aad compasen iy amount with the casrying walee of the liability.
Acconding o the acuary’s reposy, smel ae miTclently adoquats s compared 10 the discosnind caah Mlow teserves and ia contrast 1o the feserves a1 it 3 1@ December 2024, Mo
adiitional provision was required sgainm ®e LAT &5 81 )10 Decomber 2024

lasuranes contract [Rabidithes - Non Life losurancs

lamrancs contrect Reinmarance et [l Res e
—Dabilisgs  contract lishilives _ ahilitig Jighil
Proviwon for reporied claima by policyholders . 102,534,341 102,934 141 T 103,934,041 102,934,341
Reawrame share of clams = = - - . =
IBNE 49,583,750 - 49,582,750 49,583,750 - 40,581,750
Previsioa for usssrned premiums 209,413,742 - 298,423,742 298,423,742 - 298,423,747
Deferred scquistios con 16,619,210 . 16,619 g - (1866193103
331 38 #3434 FiT] 3 351,388 287 0234341 3

Lisblity Adequacy Testing (LAT)

A Lisbility Adequacy Test (“LAT™) for Mon - Life insstamce contract [iabiflity was carried oot by MA TrasiValee Conmltants s ot 118 Decomber 2024 ua fequared by BFRS 4 -
Inwirgace Consracts. The waluation is based on intersationally sccepied schrsrial methods and is porformed on annual basis. According o the scmary s feport, the company
adeguaizly misies the AT as at |5t December 2024, No additionsl provision was required against the LAT as o1 J 152 December 2024

16 by 2 Invwragee contract labdition - Be lnvurancy

Provision fo reparied claims by policybolders

IENR ]JM.;I 1 ]JJ“.;I 1 !J,I-’ﬂl,;l ] - ERE LR ]
Provides foe uaerned prasviums 31,751,593 - 13,750,593 33.751.59 > 33,751,591
Deferred commission (6254301} = (6254301} (6254 300} - {6 254 301)

S1,398 303 - 61,358 303 61,395,891 : 61395803
Liability Adeguacy Testing (LAT)

A Lisbifity Adequacy Test ("LAT) for Re insuniace conact lability wis casvied out by M TrassValue Conpulunts, Consshing Acuary s ut 315t December 2024 an required by
BFRS 4 - lawarasce Contracts. The wvalastion is based on intermationally scoepied scnuarial methods and by performed on annual basls. Accerding o ibe sciary s repory, the
company sdequately satisfics the LAT us w315t December 2024 Mo addivonal prevision wis required agains the LAT a3 a1 315t December 1024

24 (b)) 3 Imersnce comract labillibe - Life [murance

Loag duration conirect Babilites inghsded in the Life inssraace fand, result pnmarily froem tradi | prrchpasing and I’ ipatiag Life product The sctasns)
reserves have been esteblished bused upoa the Following.
lnteres ranea which vary by product
Mostality rales based on published mortality whbes adjuned for sctusl
Surrender rales based upan sctusl experiance

The vauasion of ibe Life b s}l I ber 2023 was made by M. TramVslue Conmiltans, Conmlting Achiary

Liakbility Adequacy Testing (LAT)

A Linhilliey Adequacy Test CLAT™) for Lile tnmsunce conreet Bability was carriod outby M TrassVelue Coasshant, Consulting Actuary ui st 115t December 2024 23 required
by BFRS 4 - lnaurance Cortracn. Whes performing the LAT, the Company divcounted all conmaciual cah flows iad compiies tiin smount with the carryling value of the Tisbiliny.
Acconding o the sctuary”s report, mssets are silichestly adequate av compared 1o ihe di d cash Mow reserves and in conra 1o the teserves as gl 3 1o December 2024, No
addiional provison wan required agsina the LAT as at 3§ sl December 2024

16 (b} 4 Insurance contract [abilite - Group Life Imurance

Linkdlity adequacy testing (LAT)

A Liability Adequacy Tem {("LAT™) for Guoup Life Insurance comrsct Babelity was carried out by M. TransValue Consslianis, Consulting Acssary as ut 1% Decemnbar 1024 1
required by BFES 4 = Insurince Conircis. When pesforming the LAT, ihe Company discoented &l coniraciual cash flows and compares this smount with ibe carrying valwe of the
liability . Acconrding to the aotuary s report, kasets are sufliciestdy adeg s compared 1o the di d cash flow reserves and in contreal io the reserves &3 at 3| d December 1024
Mo addisional provision v required againi the LAT 06 01 310 Decemsber 2024

24 (b} & Imuramce costruct liabilithes - Ansuity Insurance

Liability adeguacy testing (LAT)
A Lishiliny Adeguscy Test ("LAT") for Aanulty Insurance ¢oatrast Hability was cantved ot by MU TransVWalus Conmliasts, Coamlting Acusry s st 31 Decomber 2024 m
requdred by BFRS 4 - Inmrsace Conacih When performing the LAT, the Company discousted sl conwadtual cash Mowa and companes this amownl with the carrying value of the
liabiliey. Aecording o the actuary"s fepory, ssset aie seMicimdly adequate a1 compared w0 e discounted cash fhow reverves dad n contiast to the resorves aaal 11 # Docember 2024
Ko sddisonsl providon was requered agasnsl the LAT s st 318t Decomber 2024
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Roval Insuramee Corpo Limited
NOTES TO THE FINAHI’.‘I.:\L?;:%'-MWS

Farihe y

-

9.2

-orporation of

ear ended 11 Drecember 2025

Hong fw I.'-hgﬂ
N i Xm Nm
Ml December,  Jisl December. 3o December, Mot Decrmber,
4
EMPLOVEE BESEFITS OBLIGATION
*n idefined henelis aset{hiwthises) 47634490 ER N e | 47,634 450 43,671,928
Leave encashmen labibay 15,375 527 14024 662 15313527 15,024 66l
Traved henglis J.843 L Lz 0 B 606 |30
s __waSosvi e
Delingd benelin Plan

A ilefinnd benefit plan defines, an smount of bonefit that an employee i3 entited W feceve a8 por the ims and conditons spcified =
s dwle The benefn o depemdont on faklon such o age. numiber of ¥ears served and alary, A full | by @ qualidfied
imdependant siiary v caned ol evers veat is cine of defened banefis

v resquared under BAS 19, valuaten of scheme benelis w dome usang progecsed Unit Credit Mathod - Under. this method,. only benedion
acciued il dhe date of valaagaon (i basel o servce ofl date of valusimn) s i be comsleied Tor valuaisan, Praent valee of Dafined
Henelid Dhliganion 18 calculabed by projecting feture sabwses. aons due o death, rewgeation and otbr doecroments (iF any ) and bamela
paveeets made duimg each year il the ime of rebcoment of sach acive member, uneg sssursed oo of salary escalatan. saraliy. and
amgiloyen batnwr daies. The expected benelit payments are than discounivd back fiomn the expriiod Future date of payment 5 the dise o
saluabsat umng e awained dusoant 1ag

Mot defined brnelit sty

The is recogmised in ihe of prefii and losa: .

Cunreal serwsle cout LAl Rt 10,725,153 700 12 10,720, 153

Intgredi cont en behalf oblgmtion {res) AR 1,791,515 10216 (P AR

Pasl Setve Com = 254617 - 150,617

Tl nmund rreogmiced i PL 18,279,340 12869307 10,379,340 12.88m 31T

s s r e it wlher compreh

At al dgemn Viowe necognaeed for the pead

< dug iy finangal s pion [EFL R s (730,50 =

=g 1o |'J1l.q|,-¢ n domoyraphs assamphoas - {132,189 B L3080
dus 1o axperstioe e R el (W f[R-11 0, 23] 642 B, 740,05

M |imt effect - = * =

Retarn em plan ssel exchudemg net mviefest 105214 13,450,421 LS Rl 13353, 425)

::ﬁ““‘d il (s ioiss e prewvn 10,802,60 13,528 208 WSOTE04 I AEEZGH

Talad weturial igashiowe recegoited in 001 7 124 4 Erm I HEL] SRR E0d

Mavenieal in dhe ned defmed benefit ubligation:

Dpehmg tralsnie . oy, 6 b, 28 ORI T g, 2od LLTLN R

taigr et <ot an beng il obligaton AL A IRT23.15F LA Al 10,723,184

Curmnt service com 1254299 hSFIPATE 122 A2E AN

Pk ssrvmce coull . - L EE * VAT

v menis made durnmg the year iV AL T ERAUNEE T 17 BT ERG I RE RS

Met sctumml baw redagnized in te year 20T £33, 300,712 AT7. Vi

Acerannal §gaini b Toiees dus b8 change

demegiaghn: smninpiond ¥ . . .

Cloalmp baluuee 130, 554540 1k 6 6, 2l 131,384,040 (o6 A16 2060

Movement b ibe Inkr valoe of plan ssets

Openang balanis waITIel2 T D, i) L g AT FAIaR

[niorest moonse i, TTa0E) LA EEAST] uTTLORT 1T

Fensam on plan amers excluding smierest inconme iT.053 8045 (] = E ] FAFRLDN

Covnfsunons by employvel UHEE Y LR RN 20T L inT

Hemefits paid IRl BT NEATAIEN Nied ) i3 E T Lhd R 1T

Clasmg balanis T M4 SFARE  agroianr Tod =31 e e TTEATY

The recogmised in the 51 ol fi iy A the reporuing dune:

Present s ahue of the defaned Eencfn abligaticon T13E I O (LT Eited 21 ] [ i B L] 0 B, 24k

Faet valus of plan siicts LA 455 L '.".I'E ulz L 4% e L Ed ]

Nt defined banclit obingaboii o uJ £ H11EHE &EE

Toual net-deflaed Bene it aliligatioe [T BALI At [THE] ]

Frnsdrd Rimius [T EEE T [CETENFSET) [IERESNCEET) iE41.852)

Tensla by Sl

Discwuit Fate as 41 3] Deeember 2025 [

Farect o THBY o t0 | %o Migte s = disceunt LAt A7)

Bt o DIRON di a0 1% digiraass i dussoand L A

Salary eralation a3 Becemaber 2008 5 0t

Efiggr ma DU gy 1Acive o caclagion i E LSRN

Effere an CE0 Siedn 1% dechese i escaliiunh R RIS L

Fwil yeur Eh 441 800

Scoond kea s2e 08

Thinith 3 19, 140 ffk

Foarth yea 15 TE a0

Fillh yaad 1N M6

LALRTE R 6T LI REE

iple MsGnpian wd = dstemiaang See gatuity ahlsatan wal

on bt = e 12024 35

1O, (2023 T R

s, (2024 10%)

penl age « SIS yean

Anured Loom Mostabity IALM-200 22004 (2628 1ALM-2012-2002)




Roval Insurance Corporation of Bhutan Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 Decemnber 2025

Conmlidat Campnn
Nu Nu Nu Nu
31t December,  3ist Deceniler, 305t December.  Mst December,
2028 2024 20258 1024
4.3 Leave encashmeni linbility

Change in defined benelit abligation (DEBO)
DBO at the beginning of the current period 15,024 662 12,648,865 15,024,062 12,648 563
Current service cost 2265279 4,783,966 2,265,279 4,783,966
Pas service cost . 3403 * 31403
Interes cost 1042057 974,733 142,057 74,733
Benefils paid by the plan ¢ - . -
Benefits patd by the employer (427.095) [1.0%0,630) (427.005) {10 830
Actuamial (ganshlosses due 1o plan expericnce (25247760 12,295,675) (2,524,778) 12,295,675}
Actuamal (ganskloses due 1o change in
demographic assimpions
Actuatial {ganskioses due 1o change in financed
AUl v 2 =
DB at the end of the current period 15,375,537 15 [TH) 5,379,527 15024662
The mmounts recogmised in the sintement of profit wod lo:
Current service cost 3.265219 4,781,966 2265279 4,781 968
Past service cost 12.524.776) (2. 292.372) 11,524,770 {2.292.272)
Net interest cost on pet DB habilnyassen) 1.042.057 974 731 | 042 057 474,733
Total smownt recognized in PL TR 560 3,366,427 82560 3. 466,427
The amounts recognised in other comprehensive income:
Actunal [gam¥losse recognized for the period
= dur 1o fmancial asssmption #
= due 10 expenieince s
Asset lirmt efTect . - -
Rewrn on plan asset excluding net mierest B . . -
Unrecogrized acturial { gamnjilose from previos
period & . - g
Tetal acturial (gain)losse recoguized in OC] - - - -
Development of nel fimnncial position
Defined benefis obligation 115,379.528) [15.024,662) (153795280 (15.024.662)
Fair value of plan assen ,. i d o
Funded status « {deficitbisurplus 19928 15024 6621 15379 15,024 6620
Ret defined benefit aset{habiliy ) (15,379, 518) (15,024 662) (IS 3T9.528) (15,024, 663)
HReconcilintion of net finuneinl position
et defined benefit habalityNasset) at the beginning = i
of caiftent period 15,024,662 12,648,563 15,004,662 12,648 565
Amount tecognized in the income sislement TE2 560 3466427 782,560 3 Aeh 427
Contributions paid 1nto the plan . ¥ . %
Benefits paid by employer (427 695) i 1000610} (437 60%) {1,000 630)
Nt delined benefin hability Taxset) a1 the end of
cutrent period 15,379,527 15,024,662 15,379,527 15,024,662

Leave Encashment measured using actuasal valuanon of projecsed unit credit method as certified by Ms TransValue Consubtants, Consulting
Actuasy

The principle asumption used in determining the gratany obligation was

Salary escalation rate « 5%, (2024 $%)

Discount rate - 7. 10%, (2024 7.00%]

Atrition Rase - 10%, (2023 10%)

Normal Rebirement age - 60/65/70 years

Morgtality - Indian Assered Lives Montaliy TALM-2012-20014 (2024 [ALM-20012-2014)
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ration of Bhutan Limited
NOTES TO THE FINANCIAL STATEMENTS
Fot the vear ended 31 Decembin 2028

Narte Cumolidated Company
Nu M bl Au
Hm December, $1ai Decombier. 3 December, 3ot Decnber,
22% 2024 nie 3024
9.4 Travel benefit liabifity

The nmounts recogmived e the statenent of profie snd T
Currein srvice cost - 631280 501,02 831251 0,021
el e S4h KOS ST nde i, B05 fERLE
Pam service cow L LI T 7] Q30 533 13,090 074
Tuatal snaouni recogmized in Pl 3 A0K 408 (1.024,52%) 200K JUE 12.924,515)
The smounts cecogmived m sther compreheasive v

Actutial d painpless recogalied for the perjad . . .
= due 1 financial painem g on - . -

» dae 1o xperiEnge . - - v
Aot linmat ety . -
Feetmem on plan sssel exchidimg netintzees 5 :

Unrecognized sceoral (gain) dosse from previos period = = 2
Total actmrial (gaindlosie recognieed in 01 = - -
Movement i thve pet definesd benelis obligaiion:

Opening balance LX-RLA L 9:387,262 b0, | K9 9,387,182
Indevest cout 51 010621 &31,280 3010623
Current servide eose 46,505 371928 446,804 ST
P wervice o . 320014) - 15269141
Benvelits pasd by e plam . = . -
Beenefils pasd by e employes 1 LG nny 1TA6 A4 E e 1T T3t AR
Acbastial {waanshlosses due 1o alaa experience WI0333 LATLI00) 930322 £ 573, ey
Actaatial {gansplosses due 1o changa in demogiaphic asamplions . - *
Actaarial (gainshlanses due fo change in fiaarcisl sssumplions . = = .
Closing balance 7543387 A IRS 7842097 6626189
Aloveusend im the fair value of plin sssen:

Qpming balance -

Cantributions pasd i the plan - =
Expached resurm on the plin saset - a 5 -
Benefity paid by the plan . - . -
Retmrn on plan assets gremer or {less) thun discount ran = 5

Chovimg balance - = -

Deselupmeni of wel Tenandisl position

Diefimed benciin b bgation IT532297) {6,620, 183 (1542297 i, 020, 165
Fair valwe of plan axscts - - - *
Funided staus - (deficiywiplus T 843 B 6T K T4 & B30 | X
Nt defined benefir nasce [ lhabdizy | (1542, 397) (6625, 159) (T.543,297)  (6.626.189)
Linbilliey .

Curremnt FELIER EL 2,904,513 |.2ha.83% =Mk B
Nansciarmes) BALLASE 6,480,420 B A11458 6 400429

Travel benefitmeamred using prtuarial valuation of prajecied unit ctedit mejhiod s contifed by MU TransValue Conslbtanti. Consiliing Acwuary
The prisciple sssumpiion used in dewetmming the gratuity obligauon was

Rase of increase i Frieght « % U0%, (20024 5 (%)

Diecotnd rate - T 10%, {2034 7 00%)

Aupision Rale s [ 0%, (2034 10%)

Monality - Indian Assired Lrves Mormling AALM-2002.20 14 {2034 TALM-200 23014}
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Rowal Insurance Corporation of Bhutan Limited
NOTES TOTHE FINAMCIAL STATEMENTS
For e year ended 31 Decentber 2025

Comsilidated statement of Muancisl

Lrrsualidi e meanme stilencal

Nole (et inm
31t December, 33t Decembier, 3a Decemlscr, st Deewanber,
2025 ol 1025 024
S X i i
S Deferred tax Hahilins
Property and equipment 1110, 143,912) [75.745,313) 34308 39 0, 208, ki
Inveamen propeny 113.606,320 TEA11,242 RS 2052TH LI ET A5
et defined benelit pmsers 45,113,021 16,330,693 (19433191 13430703
Available for sale ases £4_550 445 90,345 658
13515606074 109,442 179
Deferred income 8y chargel reversal) [ELEETNEL 12,876,961
Delerred incomie ey churge{reversal) - O]
Mt definud hene i aus Tl R | 7T, A T
Anaalihiy Tor sale assels L LT B A A
Propaeriy mmd edqinpmictid 4
fitoestisent propeny . 2
[ERTER T 2152054
Net defereed tas linhilsty or assers |IEEIJI5£T-II IIWJ-IZ__PEI
Nute Copialidated Lumpany
] Mu Nu i
Jst Decembwr, 31at Drecember, 313t Decembier, st Dexembier,
2028 2024 015 224
3 PROMVISIONS
Provisian far loss agains emberbandnts 65,581,087 65741087 65 151.087 65, 741087
&5, 87 65,741,087 65,581,087 ﬁsi?-IIH'J
Note Consolidated Company
N Nu Nu Nu
Jiwt December, Jat Decombier, 318t December, J1al Deceniber,
1028 1uld 015 July
31 THADE ANDOTHER PAYABLES
Polecy halders payment in advonge 141,762,993 102,405,804 141,702 943 (02415, Kb
Aguncy commission payabbe 14,633 961 15671428 14,633 961 15671 2%
lnnus payahie R27.972.098 Thd B2 824 227972 008 Thd RIUK2
Dreposus L E3L93 R4S 361 T30 930 oAy a6l
her 400,233 470 b 0d 384 400235470 FOF AN
Totul tracde and ather payables 1. 395,736 61 1,297 467,94 95,736,461 1,297 467,013
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33 SHARE CAPITAL
Aunthormed mnd issued shore eapital

Authorized share capital

Equity stiares of Nu, 10 (Previous vear |0 each) 50000000y 3 0060, (W0, 00 5,000,000 D0 5000, 000,004
Fapuiny shares fsued and fully paid -

At begmiimng af the year 1 GEHN A5 2, B 1.6060,0152 860 16 52 B0 RTLTEN R T
Righis shure 1a0ed = A - g
s sluiee tasted during the ven - -
At end oF the vesr 1A0U 052 E60 I.Mugs_z,nn 1A AHIARE 2 B 10052 K

Al Eyony shares issued are Gully paid

MoOCONTINGENCIES AND COMMITMENTS
Fhe Group operates o the msurance. indusiry. and i subject 10 legal proceeding in the normal cours of bussisess While it is ot practicable

g Jccast of determine the il results of ol pending or thresiened lepal proceedings, management does not believe that such proveedimgs
Fincludimy Tingations) will have a material effect on its results and fnancial position

31st December, 319 Drecember, Mis December,  3ist December,

Asal 2025 2024 2025 024

Commilnaenis

Camricls remoming o be executed on Copital aceounts 6. 132 446 15,528,750 6,132 446 15528750

Conthngent Linbilities

LTS T BTE. 903,152 280,759,391 LT8R 903182 20,759,391
ﬁss\.msgus HEIHIHI GRS UE 598 !'M-JHH‘HI

Capital Work-m-l'rogres includes expenses ncured i connection with office bunlding construction amounting o Nu 3372228 (Frevious
Yeur Mo, 812797500 and répoir works amounting 1o Nu 2280905 The cost imeurmed Tor software development mnauts o M2 051 043
fPrev s Yeor Nu 8131,343)

b Contimgent Asicts oot provided for (o eenificd by the iamagemein
The contingent psseisinchude the boans churged of during Uk year and mainsnned bs O0-Baloee Sheel oo per the detadls bl

Adpgani
CVHS balance as on 31810 December 2024 SBRRTISNIS
Less: Adjustment musle againg Biered posted Vor frosen accounts (24,102.803)
Add: Tronsferred to OBS during he Year Fooks, TR, BA S
Adld: Tnverest charged during the Year 120,459 544
Less: Recovered during the Yeor {1 18.817414)
L Wintlen ofT during the Yeor (7623, 140)
Less: Rebate s OBS Lomns during the vear {0, 104, 526)
OBS balance as an 311 December 2025 5,832 522,043

Annual Report 2025 | 92 |



Roval Insuranee Corporation of Bhutan Limited
MOTES TO THE FINANCIAL STATEMENTS
Frar thie vvor ended 31 Devember 2025

35 FINANCIAL RISK MANAGEMENT

Isuranee and fnnncial risk

45 @) Insorance risk
g prapipal - msuranee fisk e Group faees is i the pomal chums and benein pavimenis or the uemng ersod, dilber ffow
expeatations. This s influeneed by the fregueney of chivms, sevenily ol ¢lams, adial binefits pad ad sahseguent des clopnen
al ling=term claims, | herelore, the ohjectve ol the Group 1s 6o ensure thid. sullicent teserves ane availible o vmer o
labilrides

e nisk esposure is mitgaled by diversilication seross o lage panfallo of wsommee contracts and geographical sreas. The
variability of risks 15 also improved by careful selection and implententaion of undérariting guidelines us well w the s ol
Teimsran e Irrangemenis

[T iroup coisidered insirance risk to by o combinition of the Ialbiwing comipeitts of risdis
* Produet desig risk,
* Underwniting and esponise overrun risk:
W FITTL TR

Lile Insurines coniracis

Product design risk

Life mstirmie contrwts offered by i Giroup icludi i Sautates coliwiient plans. ity phos wid group plans
Enidowinens and term assuronee are comventionil regulir of suvgle promium prodies where hemp o Depefits s poabile o
deidli, ety oF i some cases, peemanent ioal deabilty, Endosaien praducts poquire osurrender vibie wpon compliton ol
thires veirs

The main risks thitt the Compaty 5 exposed o under product design risk ure as follows:

nlortaliy risk fusk of Toss arismg e o calll experiaice beine dillerent fuim (e ex peciition
Murbislin nish nisk of boss ansing due 1o policyholders” health experience bemg different from e ox pectiion

Ligs eniment return risk rash of biss arizing from sl retarns beima diflferent from the expectstion
Expense sk risk of biss arisin bt %
Palicvholder decmion risk risk 0T Toss arising duv o palicyTo

from the expestation

[se pisks du ot vary significanily in relation te the location and 1y pe of rsk insared by the Conpany

er s experwnoes tlapscs and surrgnders) beng different

Vinderwriting sud expeise vy cevun rish

Fhae Giroup's undvrkriting strategy s désigned 1 cnsore shad sk are well diversfied i teriis of the type ol risk and the Jovel ol
insueed hewefits

Fhus i Jargely sehioved theough prudiont undeririving, the tse of medical sereening i onder Wensure than pricing ke
anenuriht il curreat hahih condibons as well a5 dennled clams hundling provediines

Uiiderwritiong limeits duse ih place o endioree lpprapriale rsk. selocton criberin

P Group furthier enforcesa poliey of sctively muaging and. prompily prsing claims in order o redoee 1% expasle
usprediciable fonre developments that com negotively inipact the Company

For contraces for which death or disability. & the Insred risk, the sugmificant Lo thin could mneresse e overill freqoency of
elains are epidemues, wider sprad chimges in lifesiy e aid namral dismters, resulting i carlier of more i expecicd

Life Underwriting Risk Manngement

Anin-house Acuiry B i place o review e L Insorance busmess innre closely and gusde the nmspsement o take i
miormed pricing decisiens. The compuany lave also sppointad an external onsiliang sciuary 30 TransVilee Consaliaits o
feview the LAT of the business

Clalmy rink
Rk arises due o thi possibility iho e freguaie of claims arismg from il msuranee contracts exceeds the expeeted level
wiven prcing the products

Ll Claims Hisk Management

A im-louse Aciury b i place o review the Life Insurance business more closely and guide the MANGEEment o ke more
nfarmed pricing decisions. The company hove also appoimted an external consultant setuary M5, TransVilue Consuhtants o
review the LAT of the business,

Cloims are peserved inmeditely a1 mismation or on the availabiliny of information of the death or injury of insured.
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Roval Insurance Corporation of Bhatan Limited
NOTES TO THE FINANCIAL STATEMENTS:

Fove thie year ended 31 December 2025

A5 FINANCIAL RISh MANAGEMENT (Cantid..)

Koy assumptions for valugtion of lisbilities in Lile lnsarance

Material judgement is required i determining the lnbilines and it choiee o wssumplions. Asumplions ke ore
bised on past ex perience, cirrent internal data usd byt Comsulting Avinary

Asuimplions and pradent estimated are detérmined at the date of valwation wnd e credit is gikey for possible beneticinl

effects of voluntary withdrawals. Assumptions are funther evaluated on s continuous Rasls 11 order 1o ehsure realistic ol
reasonable valuwutions.

The key assumptions to which the edimation of liabilities is particularly sensitive are as follows;

Mortality and morbidity rtes
Azmplions are based on standard movilin tables which ore used by the indusie.

Longevity
Fomgey ity 1= wot applicabile for the Group as the produets offened ure fora Tmied term

Lapse and surcender rates

Lapsts rebie v the ermination of pirlicies due W nan=payment ol prenuums Sureepders pelate W the voluntacs
trnmination of policks by policy hokders wller sequiring serremder vilue

Anincrense in lapse raies carly i the life of the policy would wend o reduce profit for shareholders: b laer increments
wre bromdly newtenl b eflee,

Piscount Rate

Life insurance Tabilibes are determined & i sam o the discounted valug of the expected hemeris directhy relmed by the
conract, bess the discounted value of e expoened theoretical premiuns tia woild be required 1o et thes: futee ol
hows

A decreassin the discount rate will fimeréisg: the value of the  nssrance Habililes ond tierefore reduces prafiis fue e
shirchobders.

Non- Life lnsurance Contracts

Product design nisk:

The Company principally fsges the Following maiy (4 pes of Non- Lile lnstrmnce contracts
"Molor
*Fire
= Masvelloncous

The signilicant risk arising wnder the Non- Life lswranee portlolio emanatés from clianges o e clintte jeading 1o
mamral dispsters, behayoural rends of people due w chinge in e syles and the steady escabition ol costs it resprect ul
spire pares in the puso industry,

Phe obove risk expostre i=mitigated by the diversilication sross a larpe portlolio of insuranee contrets. The variabilin
wlrisks is improved by carelul selection and implementation of underwriting strategies, wiich are designed 1o enaire thi
risks are diversified in terms of tepe of risk and level ol insured benefs.

Furthermore, o striet chum peview progess woassess all new and ongeing chims regular detailed réview of Qi
hatdling procedures and frequent mvestigation of possible fraudulent claims are put in place o redice the sk exposure
of the Company.

he Company has alse limied its exposure by imposing maximum chim smounts on ceriain contracts s weell us using
reinsurgince arrangements in order o limivexposare w catastrophic evenis (lndslides, carthquakes, Noods ¢1e. )

The purpose of these underwriing and reinsurinee sralegics is W Imilexposene W catastrophivs
The Company uses its ovn risk manugement framework 10 o risk Uian the assumptions and teehniques used i these
e et Ll or Uiat cliims arising Trom an unasessed event s greater tha BTN Tromm s assesed event
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Heimuraner Kidk

The furrl;un; purchasn innsarance & & part of it visks mingaica progiamme . Benmtatce ceded (6 placed on both
rrupssitioeal sd non-preportional liss Propenianal osurance sisangemsenl cludes bedh Quana Shaie and Faululse
Tivaly. programmes which iy aken oat io reduce the ovenall exposure af #e Compiay W genan (Bases of busingis Xan-
propoticnsl iginssEnce progannds, which ane primanty. exoes-ofslo iinwiriey attmmgeigns ate desgneld o misgae
the UCompans's nel exponite 0 (mpe saghe and cxidigophds hees  Hetonlion [dsis o e ecocscolion mmusanee
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ol gt
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ES TO THE FINANCIAL STATEMENTS
Far ihe year sndod 31 Decomber 2024

A5 FINANCIAL HiSh MANAGEMENT (Conul. j

35 ihh  Fisamclal Risk Manngement
Hisk i inherent in the Groug’s acin ks bun s ped theamagh a of angring ibentificabion, masutvmend and monBornng, sunpect Lo nak limis

and wither contrals This proces of nsh managemmt o orical w0 the Group's contenusg profitabbity &od dach indivadudl withm the Group w
scemuntable for the nisk exposares eelating s hivor ber responssbalities; The Group s mainly exposed 1o

* Credit Rk

* Liguidity risk

= Market risk

= Uipruiional risk
= dntenest Rale Rk

Risk Management fransewark

The Board of Darectors has overall eesponsshility for the esablishment and overssghi of the Group’s risk managenient framework The Board has
debgaieil iis awthotiy b the Board Kk Manaperment Commiitee and thse Management Risk Commutiee (MRC) which are pusponuble for devebiping
and moning Groap’s tldk management palices. The MRC consists of Chiet Fxecutive Offscer and 08 Depanmenal General Managers . Mectings of
MRC dre held eegularky, snd the Board of Darectors ore dily updated of s aciovitics The manag has also established Risk Management Duson,
The key risk tndicators are sdeatified und poponsed b the Board Bisk Manngemest Committae an raiuls basls

The Group’s rok masagement polwivs are etabbished 10 denfy snd amalyss the 1isks foced by the Tirasp, W st appropriots risk limits and comirols
and 1o, monisor risks and odlkrenes w0 lmis. Risk management policies and sstems ane reviewed regularhy o réflest changes i mathel conditions
poducts anid savices affercd . The Group, thteugh s taining and masagement standands ond procedures, conlmeoudy updales and maEtams 3

disciplined and constsctnoe comrol envicamment, an which all cinplovess are nsspnod and made jo undentand thew remecive ol usd
respanmibin

Istegrated Hisk Management Uni
The Busmess anits (e Departmenis & Branches Offices ete ) have peimary responsibiity for Risk Managemernt The Integrawd Risk Management

LUine, whiich has no responsbdiey for rofil of volute tarpets, st as te seoond [me of defenss and reparts o the Group Risk Offieer (GRO L who, in
turm; divtly reports o the Board Risk Wanagement Conmymos. [ BRMC)

ALCD Commitier
AL 15 Chairad by the Chaef Exeesve OMieer and the menbers ncludes General Managers from busiess depanments. The Commities meets 'an
munihdy basis w monitor aed manage the wverall lquidin poition W keep the Geoop's liguadie o heabihy lgvels, whilst satsiving gulaues

e e
Risk Measurement & Reparting
The Group's Risks are measared using appapriate (@chniquee bassd on the t'pe of risk, and indsiry best practices

Monborng and. controllmg risks s pramely perfommed based on pohicies, limts & thresholds easblished by e Group. These limins sellea the
basimess sratepy and market environinent of the Group as well os the fevelof risk that the Group wowilleng 80 sccept (Rik Appetite]

Rink Mitigation
As part-of its overall sk managemeat, the Group have set benchmak for ety waniing svstems to mingste the msk Fenbicr sdaquate resthatiivee

sippodis; data setarmy and data recovery systems ane patin place The compary have vl defined Kev Rusk Indscators wivieh are monstored wn repulias
beds

Credit rink

Crediz risk s the rak of linancial los s the Group i 3 bommonr ar counkeparty wo o finsncial tnatrument faili to meet it coatractual oblganons, usd
anses principally from the Groop®s leans and sdvonces 1o custemens. Vanous iypes of collateral ate obtaned to matigate credit risk Details such as
nature of the collateral th could be pecepted, required securime margin oic are clearly defined im the Credi Policy of the Group asd any dievBzions

reyite specalic approval | However. respecineg approving suthontis would take inde gccouwnt the availshilay of secunite anly as the seondan walios
af pepay menl

The Group Sots and consolidates all el af gredd rok exposune Do as mdiv wlual obligan default ik, couniny and secion congeniraion
rishs) b emeure strangent Oredin Bisk Management

LIGUIBITY RISK AXD FUNDING MANAGEMENT

Lisudidity risk b the risk that the Girowp will encomnsor difficubies i mesving ns financial comsements 1ha are senled by deliverng cash or another
Finanyial s Hemee the Group may b unabke o nioat it payment oblgations when they fall due under both mormal and stress circurmtances. To
lemn ibis Hiak, mabagensent has arranged diversified fanding soutees i sddition o it core funding hase, anid adopeed & palice of comlinuusly
managing sysets with bguiding in mnd and of monionng future cosh Mows and liquadity on a daily basis The Group has deveboped inscraal comrol

processes and contmgency plans for managing hgmdity risk. Thas incorporates an msesment of expected cash flows and the availabaling of high yrade
eollaternl whach could be wsed s secure additional funding i regquinad

The Company. maimtams o partfobi o highly marketabde and divene asses msumnad o be easdly Dguidated in 1he event of an wifiteseen nlertapian
ol expected cash fow.

The Crowp s kas committed lines of eredal that eould be utlbued to meet Iguiday needs Furtcr, the Group mantais 3 satutons deposit with the
sarious hasks i Bhalan 1s accordance with AT oy, e Diquadity position s sssessed and managed under a vanety of stonarws, giving due
consideration w0 siress esors relakng o 3 | and specilic b the Growup, The mast imponant of ihese i 10 maimam b foguired
tains ool [ mssets 10 esbilises, s puid b seenitse
wvailabile Tor imimeoduate sale i
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Boval Insursnee Comoration of DBhutan Limited
NUTES TOTHE FINANCIAL STATEMENTS
Fu the vear ended 31 Docember 2025

340 Contingent Habblitees: commitments

Fia st thie finanetal noeds of cudmmers, the company ek @10 Yanaus ieevociile SanmEmaRs cuniingent Buhdnees Thess conss of (el
ghatmiocy fetters of credit and. eiber undrawn commitiments b lend. v thaugh these oblsitons may not be pecnpneed v (e sEawenen) of 1mang il
posion, they consam credin ek and, theretore, form part of e overall 1k of the COdmpany

Latters of etedit-and guarantees (including stamdby feners of ciedil) commit the campauiy b make payments on behall of customers in the event uf 4 specitie
ot generally eelated to the import o export of goods Luarantes nd sadby letiers of crodi warny o smalar credit ek b boans, No msenal fosses are

mniicipated as o result of these o 1 s and ¢ penivs: The nominal valoes of such commiatmants e lsted below
©mmitents s 2024
!.-l.llhra'b remdinEg do e exceused on Cagtal 6133 40 15538 T
uCCOUNs
ﬁIE Jds IS.‘;E?‘I'

€ unitimzenl Liabilities

3% 2024
Finmngial puarantecs TN ET] 2R T 39
Unber undrown comminments = .
Taul [ TENEE] EE TR

Uilver Contingent Liabilities
The pending cowrt cases during the vear ncludes recovery suits fiked by RICH against the barroners The required oy isian agamst afl yuch cases g beine
provided i the accounts There are no other coses Niled agnmst the company Tar which e company will be beld financwlly Labie

limgrairment losses om guarantees wnd sihicr commitments
Fhee table bebow shows the credit qualiny and the maximum oxposiie i credit risk ased i 1 customer P dize day s Detials ol the supany ' imienial
credit tisk mamaeament polices and toliics o whither EULs an cakeulated ot an individaal or collactive basds

Crunszanading exposarg

e 205

e | g 3 Singe 3
Delmagueney Grradus Colleetive Callective b all Todl Togul
Current = M ST
b=300 Ly s Passed Dhue
00 Dy s Passed Due:
050 Diays Passed Due oTHY03.133 BOTE 03,153 A0 TN 36
M By s & Abuve
Tl . Enam 3] - BTE Y, |53 TRILI39 391

A analy as of changes m the austanding cyposgres and the cormesponding 5005 are, os follows

Stage | Stage 2 Stage 3
Renidi iod Il diluaial Hopal
Unitstanding cxposure asat | Janungy 3028 PETR TR . 2R0,759,391
Mew exposures 98 200,762 . RL Se Tk (]
Exposure derecognised or matured Tapsed {excluding +
wrile ofl) 4
Transdirs 1o Sage | - = 5 M
Transfers w Stage 2 - . . -
Tranafers 1o Stage 3 - o - 3
AL 3 December 2025 - BTG 153 - bR GRS 53
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Roval Insurance Corporation of Bhutan Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2025

37, Nutes on Loun Inpairment

L Sector classifieation of loans

Thie bon elassifieation of the eompany for reporting purpowe has been meorporatad a5 per the. sectornl dissificatn of Central Bank (Raval
Monetary Authozity of Bhutan]. OF the total of 15 sector classifieution, this report calegories tham i lap major sectors, i seeofdande 1 the s of
th portfoles. The Card Loun has been merged walt ihe Overdran porfolio duning the vear and e $1a8¥ Toms has been impaired separiely The
highest sector under this clissification ws per fhe RICH'S closing bouks, 2024 & the Service, Tride & Commeree: Froduction and Munufsctunng
tollowed by Overdraf. Housing Loans, Trarsport koo and personal loans

Fector wisd porifolos

I Sepvpee T & O PEM carmes the Inghest sectonal loan concemranon st 3% 47% ssof Decembir 31, 2025 Hotsting Loun eansis of Hang
an wnd Commercial logns

3 Urwerdratl Laans providied for busines purposes, retail. swhiolesabe and othiers This has 2od Frighest criadet concentration

¥ Services! Louns ugainst Hotel and foursm, schools, 10T, Health services and loans o seevice sectors fall uder diis Glegony

3 Peosduction e Manufacturmg: The top four i the eredit exposire i accupied by thes sector Amy production and manuiacmrmg wdusres fal]
wnder this seewer. g Hydropower, mining, manufacturing bidustrons. handicratts, wood based produeis, eie

& Transport Loun. Loans provided for transpartation b i piblic or privaie are classifiod under s sector with comeenteation ol 2 35 o i st
partiinle

I, Project loans (Services, Manulactaring and Industry bowis)
For project boans, the apprisal process is difforent from olther loans The ceedi risk assessment 15 based on fhie Betiviont of e cusamer s T
RNA chissification based on the past due stats Further, the RICT conssders fullowang aspects while agsewang e pisk ol @ caatennes

* Hiswewal finaneil wformation wgether with forecists and budgeis prepared by the clicnt This financial informiaion meludes reiliped bl
expected results, solveney ralos, ligusdity ratios and any other relevant ratios to measure. the elient's fnaneal peelomange. Sime ol the
mdscators pre capluied i covenuiils with the clicnts md are. theretore. mesiured with greater attention

* Any publicly wvarlable information on the elients from cxternal parties ore captured, which tnclades imformation provaded by Credit Infurmabien
buteau. Central Registey System, National Land Commission and other competent entities This includes external mting grades issuecd By rating
agencies, mdependent analvst reports, publicly wadad bond ar press eeleases and amcles, which comas celevant mformation of clients udury
arsd annlicanle i the eredn analvsis and deciswon makng nrocesses

= A wther obgpectively supportable miormation an the qualine and abiies of e dlen s inagennent relevant e the Company’s performnines

o nsunier lewding sad retail loams

Consumel el ivg vomprises PPF Loan, 1eesoiml Lo, Educstion loans and Transport Loams fprivate cars) | hese produgts alomg wink penail
munigages and some ol the. kess comphes sl busisess hending wre asissed prmarely’ deiven by days past doe (Credit Dnformation Thiseiu feretia)
Ot By mputs i the madels ane

= Comppamier lemad g prodoets use of fmits and wokiility thereo !, vwonome eonditms, clanmges m personal meomesalary levels Bawad i feeords il
repay Ebenl oy repaviient soutecs: peraial mdibiediiess and expecied interes repriving

= Retar! morgages GUP grosstly, unmploy ment nates, changes Inopetsanal meomesaliry livels Based on records oF curtent ascoun s, [t panal
mndehiudnes and expected inerost repricing

4. The RICH s Delinguency stitus

| Delinguency stituy Description
Stage 1
Regular FPerfurming
1= 30 dovs Perfurming
Stape 2
3160 davs Unider Perlorming
6150 davs Under Perlorming
Stape 3
Abuve 90 davs Moo= prerforming
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Boval Insuranee Corporation of Bhutan Limited
NOTES TOQ THE FINANCIAL STATEMENTS
Fot the ycar ended 3| December 2025

e expusiee At defaull (EALY represenits the gross canviog amount of the financil mstramenis subgeer v e mparment cakoulzion,

ashidressing buth the client’'s abiliy o meremse s e posire while approaching defuly and petential easly repoyinents too

Fu Caleihine e EAD (o o Stage | Lan, fie RIVH gesgses e possible detiunltevents sithis: 12 ananths for the coleulation of i@ 12 inamths
ECL hvswevar, af o Stage 1 bown that s expected i detimh i e 12 months Goo the badance sheet dabe and i alwe xpecid i cune ol
subsequenily default agam, thien all loked default events are tken mio seciimt For Stage 2, Siase 3 and archassd Origaated Credi
T puirment (POCT) Mnancial st the exposure o defasht s considered for events over e bilieimie o the dstrmigas,

e RICH determianes EAD: by miodelling the range of possble A esre oulcomes @ vsrius poms o, Ceorrespondmg: e nilupie
scenarios The BFIS 9 PDs are then assigned o cach econamig seenaris based on tie dnpemrge of Company s indils

e all by pe of loans LGD values mre: meessed an beast every months by Asa credi officers m consuliamon with ©redn ONbesrs-and res ievisd
i approved: by the Credit HeadBranch Managers. The credit rd aesssment 1 based on o sondiardised [GE? psscssmem Iramenork thin
resulls in a ecrtain LG rate. These LGD roes wke o sccount e expected EAD in comparsson 10 the amvunt expected 10 be recvverid
peabised frome any collaveral held.

e RICH segments its retail Tending produsts inte smaller homogencous portfolios: based on ke characteristics that are refevast 1o e
wstimatwns o future cosh Mows The applied dta i based on ligorienlly colleeied los datn and mvolvis o wider el af transacting

chiaracienstics (¢-g.. product type. wider range of collatceal 1ypess us well u boreower charagcieriies

A, Kignificant increase in eredit risk

The RICH contingously monitors all assets subject o ECLs. In order to dotermine whether on marunent or o porifdin of istraments i@
subject w12 months ECL or LTECL. the RICH assesses whether there lis bean o significant inerease ineredil rsk sinee dniisl recugsnitig
Hank determines significantly imerease eredit rek when customers exeeed 30 days pust due

Thie RICE abso applics a secondory qualiiive method for triggering o sigmficant inerease i credin visk for pn nisel, wich 5 by 4
custoiice Taabiny w the watcl st or the account becoming forbamme,
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Roval Insurance Corporation of Bhutan | imiwed
NOTES TO THE FINANCIAL STATEMENTS
Tor the year edded 31 Devenber 2623

A explatinad o Nole 2.5 (refer EUL, seetion 2.7 (ki) dependani on the joaors belows the JUCT caleilines BOLs s an o
vollective oran individual basis

Adset elwsscs where e RICH éalenlaivs ECL on on individion) Baske inehides 40 costomers dbove e ity idastly slaoifhen
threaliold of 254 of e wial exposure

At classes where the RICH ealoudaes ECL onon colleenve busts inclide:
o Customiers Behow the Individuslly SEgaificmi thieshhald of 250

Thie RICE groups thewecxposires inio smallar Bomagenos poetlabios as deserbad below,

= Product Tvpe

= Collateral Type

+ Sevtors elusafivation
= Lo Amsuny

Anaverview of the appraach ta eatbrating ECLs ks st out in Note 2.7 Summary of significant aceuunting poliches and in Nole 24
Signifcant accounting judgements: estinates aimd ssumptions To ensure conmpleteness and accuracy. the Company abazting e duta
tewad from thind paty sources (RMA Published data. IMF & World Bank.) snd o tewm ol cconomists within s CSE verifics the
Accuraey of lputs t the Compainy™s ECL models fneluding determising the welghts atiribiatable 1o the mulliphe soonarhos. The
Torkbra ing falkles el ot the key drivers ol expecied loss and e assumplions o sl for e company’s bis Gise estinte. ECLS basad

el e e s, prlig the el of the use of muliple coonomie sconatios Jor cach of the four geoprmplteal sepments, ps @, 31
Heceniher 2025

e salibés dipw the Values ol the ke forward looking cconoms varmblesussumplions used in euch of the coonomic scenurios lir
Ui ECL calenlations. Th fgores for “Suhscquent years” represdnt i Ty =R o/ erage anid s are the same Tor il s¢epup,

Ji-Dee-25
Ked drivers  ECL Scenaria rr:m;i; W05 2026 027 2018 2029 ""‘;:‘::_""
b | %a " b ] T b
GNP growth %
Base Uase 50 371 B4 850 .69 892 77
st Chse 25 %71 9.2% 13 1102 12,00 2An
Worse Case 25 £ 712 7.3 1.0% 676 23
InMation Rates %
Base Caze 50 365 362 360 .57 358 J.58
Best Cose 35 65 349 342 i.3h 339 32
Worse Case 25 165 198 '3.82 380 19 4]
Interest Rate %
Baise Cnse 50 133 10,33 10,39 10,27 10,28 135
Hest Clise F 3] I35 10,14 (19 B 10,11 10T i1l
Worse Case ) 25 .35 162 .7l 10,81 L4 11,12
Exchange rates (USD S to Ngulirum BTN) )
Rase Cuse A 068 4l 0% 04,98 Y4B 100 U0 Lits i
Bhest Cnse 25 DIV 6% 4,24 WTHE. 00 1A
Wibrss Clisie 25 90_HE LN 9,37 {ITRHTE] a0 LT
Lnemploy ment rates % )
[Rase Cisg 50 330 180 378 kel 375 377
Best Case 5 380 L 3.69 3,65 360 38
Worse Case 25 3.80 187 340 ETEE 393 A0
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Roval Insurance Corporation of Bhutan Limited
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2025

A averyiew ol the ajigeosch 10 estmoting ECLS b wed ol in Note 27 Synaney of signitieant aecounting policies and in Now
27 mignificant secounting udpoments. estimes and wsamptions; To ensire complistencss and accurasy, the Company obiains
Ure date wsed From hird party sources (RMA Published dite IMF & World Bank. ) mnd a team of econonusss witin is (SR
verifics the accurcy of inpid 1o the Company's ECL muodels inclisding determbing the welehts aitribtable o the muhiple
scemarios. The Tollowing tables =or o the Koy drivers of expected Joss and e s rions wsed Tor thie comipany's bise e
estimiabe, ECLS based an the bise case, phus the clfect ol the e o mnlisphe evimomic seenariog for each of e four Eeve g il
sements, s i3 ] Pecember 2024

Tlie wables show the values of the key forwand Jooking ceonomic varables asumptions tsed I eadls of e econmmic scomario
for the ECL caleuhatians. The figuses for “Subscquem years” represant o bng-tenm avenmge

I-Jun-25
Key drivers ECL Scenario r::ﬁi;:::“ 024 134 1026 T 1024 Sul;r:::‘:.:rm
e %9 e fu b e L
GDF growth %
Raise Chise it 4.88 4.73 4.77 487 498 4590
Best Caise 23 488 508 LE ] 06 656 674
Worse Cose a3 445 436 449 402 380 339
Inflation Rates %
P G 50 2.0 218 217 21§ 214 206
Best L-a;.., 23 2.3 21D 206 203 1.9 154
Worse Chise 5 220 238 23] 2:33 2,36 242
Interest Rate %
(O 50 10,16 1016 10,10 1,06 10,08 1,13
et 25 10,16 yus 984 9.8 954 b.£1
o e i} 10,16 T0.43 52 1061 10,70 Iz
Exchange rates (USI} S 1o Ngaltrum BTN} _
Bz Case il k330 530 8.5 Ylxd 95249 98,54
Best Ciise 25 £5.30 £5.30 55,07 80,05 B6.42 56,80
AN 15 §5.30 §5.30 Y347 L. 10 {0
Lnemployment rates %
s e 5t 410 410 4.08 FRT 408 1.0
P 1 410 di0d 398 393 3.7 FisA
Worse Cise 25 4.10 4.18 4.2] 4.2 427 133
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Henil Insarance Corporatun of Bl Lannied

NUTES 10 THE FINANCIAL !‘iTal?EMlENI'\
Fur thiy year ended 31 Decomber 2025

kL]

J.2

L]

BLAN

J5.52

elated Party Transactions

The Cutaromy enerics il tratisactions e oadinsy cousse ol business will e jrartis s b are defined as relatad paries moibe Bhusnese
Avcomting Sasdind - BAS 29 (Robitad Torty Dischsunes), the. ditails ol whiclh are eporsed below . Tl pricing applsable 8 aoeh
Trmtksaction- s Bused on e asvessinl of Hisk oF e Uty aid v cobmpatible with what & apphied o wansactiong between il
Comtnsatry ool it undebned costopers

Parent and Uliinate Controlling Pariy
1 Comypans dogs mot v an idesnifiable paros of g owa

Transactions with key Managerial Persannel (KN Ps)

According to Bhutinese Accomnting Stndad - BAS 24 (Retual Panty: Dischosures) beey Manogerial Persommel (RMI') dre those s il
by and respongsbality for planning, dirssting ol contrulling e netivities of e ity Snch KATPs dnchude dist Dissrd ol Dicecors of
the Compay {michding botl) Execive and Mo Execuiive DHrodors) ey emplinees who age holding disechirship i Sebsidion
conpies of the Compariy

Close Family Membeors (CFM ) of e b M Ps gre dose funely yonrnbetswhini iy becxpectad i or be ool byt 5500
1ot theer dalimg with the enlity They mery melyde KM ahbisstbe partieer amd-childecit of the B NP domenic pirimet aned depenbents of
fhie KAFS und e B MPs dumestic pariner

Evaring the cusrent vear Mr. Laxmi Prasad Giri was appoinied as e Todependen [Dregor

Nanie of Buard of Directors:-
Mi Penm Mamgyel Nadik Clanperson
Wi Yeshey Sclden Independei [t

Mi Pemigna Taliaring
M Ugven Dorjl

e Somum Lhondrop
M. Lo Prosaed Giird
Mr. Karma

Uiy Placctor
Orcinirs: Datitor
Iindeprindent Dipecliir
Iifeperdint Drrecton
Chiwer Execive Ot

Trunsactions, Arrangements waid Agreenicnts Tavelving KM and Theire CFAs
Mowe of the Birectors i) avaiked Joc frg the suthpany v vy ol the dincciors own any busivess: cnmties wihich Tei bususess iansaction

wily the conmpany

Tusmrance Foligles o KMPs sud their CFAs are detailed Beow:

2025 2024
Insaramge:-
M. P Mamgvel Nadik 41,521 3us
Ms, Vshey Selden LIRS LB
My, Ligyen Duigii 43587 43,5
v Pempo Tslhering 42T .
M Sonam Lhundeugs - 18358
M Laxmi Prosad Girl 43,897 43487
Mr. Karing 210,595 1441 fts |
553735 04931
Remmneration of KAMP
hoay Management Fersonme! Expenses Inclide
2025 034
My Karmna:z-
IEctmmmeratan TAI9203 A4 475
Chlser Baenelis qating Foesi 570, D00 3740t
Patal CEQ réemunerations T 20l GELSATS
IHrectons Sitsng Foe 500 (Y 3,325 on
I;:ﬁ'ﬂ‘dl.‘i TLLATS
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Rl sy Corporaton of Bhitin Linkid
WOTES TOTHE FINANCIAL STATEMENTS

3 The Royal Gevermaent of Blnean and dwe Kovid Moscary Auboriny Sseed four plases of monelin measiunes m rgpoisse 10 COV D9
Thoitt e Kt vae 2020 0l 2020w hich were amoeed 8t prodcidimg: shors ot momelomy reliel’ o bammosers fome (mmscesl distness m
addition w assisting busines and local producton. The Moneiany imesure were extended all Jie 202411, Tl Baoyal Govenmisen of
Dhugan and the Royal Monctan Authory sswed foor phisses. of moietens mesmures in oespome fa COVID=09 o the Mnomcial your
2020 Il 2024 which were simed o1 providing shisn feemmonetiy rehel o bomowen Fucing finangial Gistress i oddieon 10 asistioyg
busmess aod local prodisction, The Monetary measures were extondud tll June 2029 though the ssuange of Monwtary Measure |V dusmy
the veor 2023 The astervgnbions were puided by His Magesiy’s wisdon bo ensure that rehief msasises ane sdegiee and mehisive. Further,
considermg thin the soonomy and the business mapuines paone dime o novizae theough the curent cireumstanges, the BMA smued dinective
i dhefennt o loan repay mgnts ot e discretwn of the F5it The BMA during he Yo 2025 weaied directives o supgrnt iasines fiy
loais pase Jidne 206235, where loon restmcuarmg focilines werg offired ) te bormowees: wder seven difforom anisauees. T sdkibition s die
RN pemssures. die counpamy abiie pecvided ipteed sdiate i e NPL cliens under lilTiren ophians

Freatmres wl the imeietary meas e applisde o BICTH, are b i

Monetary mepsore phase - |

! Derernsem of kaan repayiments were poov sdesd Tor ree momths (Aped 2020 = Tame 20200 108l kan accstmts - (escepl loams: i Gosemmmenl,
b b Tinanctal institodrnis and stall moentive kans )

W Pemestwisiver For all b oot (eseep N 4 Choseenmmast, kit b faieod iistiutions and st imecitive lodnsd b i distiibe
Cgied 2020 — June 20200 The imterest wakver was caloulotesd based on the loon eotstading halsice s on b of Apeil 20200 The aost of
Ahe disterest waiver was shaved equally between the Govermment and e Finsiecisd Sorvice Providsrs. 0% of the imendst was provided o
compensition from the Covernmsent and llwmnnmng Ste wan wiived ofU by the Finnncial Service Mfrowiders” The corresponding anousi

of intepest waner provided by BICHL mmounted 10 M. 288,130,897 % which wos metiod off from the 1ot piterest mcomng durmy the
Fimaniaal Year 2030

mi Mo penal mierestlate foes wete chinrged during the detoement penod

w Soft wirking capital facilitics for foursm reluted basiness were providid w congessionnl menest e of S per anmunn i mwet opaasonal
expenses, The Coinpany had ot peovided any sudh Geility during e tisnistans s phose |,

Monctary measure phase - 11
1 b & oty B iwmctary casure pluse 1, ol loas repay nsents aredefenred unbl 3 of | e 2124

Thwt Exeuke Givadpo®s melict ida sugport Tor inberess paverent wasestendial for siotleer v macntbs | Jule 2020 < Surch 2021 AL lean
moants excepd knams 0 Giovarmanent, Toans o Vaaneal msitomons sid sef ascentive doas | soone providod wab unaest suppan The
inbtetet wiriver was calonlibed vo the outstimdang bolascs oo 00T Apel 2020wl the witerest pasment w s ds amber

Interest Payunent Feriod

" T — - g " sy - o

FORh prercetst of the stutinest oy st shiall be pransed aa Drok Gyalpo®s Relied boidis from the Nationnl Besideence Fund Seplamber 2020
. . s 1" Otk 202

S0 percent of the ierest paymse shull be pramed as. Bk Govadpo's Beliel Kida frons the Mool Restbenge Fimd r
Tl remuaiising S0 porveit shall be pasd by die boviowes ;U‘“!-l Murcl
The conpany received Moo LIG8348551 b mberest waiver uoder Us¢ Dk Gualpo’s Beliel Ky diring e vene for e period: A ol —
Pecumbier 2020,

o Mo penal imesesiTare foes were charged duemg the determent poresd

w. Fiannew! Serviee Providers offercd ang percoi imerest mie sodugteon 1o bormoweis whoorepare ther BNy (o nevessary. adjusevens off
fitderdst waiver) wegularky and tally 25 per the bproed repatiient seledule duraig ihe eimire deferment period Since the bean borrowers

queakifical for mtcrest rebake only apon regabar repay mend Gl e eud of the sbelomment perand, the expensa on sceouit of lve same wore ol
scconmibal Tor durihg e vesr 2020

W ot serm boun 1o bosinesses (ndpme o ) were provided b concessmmal inenest mie of #%6 per amam for o penod of on year whsch
wits 1 be treatod ns gestation period. AL e end of gestition period Wi wbenes secmed wos ainaniised epail over the penisd of four vies
The Comnpany hod o proviclad amy sl faedine during the monstars mess phase 11
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Bl liouraiee Corporataon of Mhitn Linied
ROTES TOTHE FINANCIAL STATENENTS

1

v

Monctary measure plise - 111

The Monetary Memsire wore extenced Tuther with the issumice of S hnclon Nleasiere jthane HEas an 3000 of Jusie 2020wl the
ARt Teatures

A foans smciiived Wl 30U Fuse 2000 shall be cligitde for the deberment of loam repay st il Pame- 2022
Lt s pemal bterest slmbl vt be charged oo all the foons melndimg mew s seactkmed after 30 Jume 2020,

Pl FS s shall conunue o provide one percent satsiess e seduchion Grebabed on femm K foe motlier one vear o July 2020 §o Jine
2022 e M bspreowers e sevvice their kean matallnents reeadary il Gl as por the igroal repavment schedule falber adjustmont of 5i
percen inberest pay mid sappon) dotmg the determent period

Thhe tetal ieiserest waiver amuiniting o Nu. 1083 706,132 ader the Dk Uvalpe's Reliel Kl e boon sdiasted 'l the respoctivg fuean
ascount during the finaneial vee 2027 and Nu. 1119747 reccivad i ckodss fon the Governimant & sliewn under Uilier Paxibibes

I fie with the: Monictary mieasuris inicrest rebite anoundig by N 265167 percaiiniag w0 Dnancial yéar 2000 wad sdissial bt 28560
boarh ncconmits W ith regular pepaymud during the definmen perind,

Munetary measure phase - 1V

The Manctary Measure IV wis designed o o uingeled support mmesiee for U perfomming Toand o provide oot tiasiies 4 pe e
vty of wnpact of the panudemic amnd e affordabiine of die borrowers. The Teansres oof the 3ot Mesoes ane as nnder

Basial om i pisk onal mnpact nsses st i sectors and subsectons sire clasified iob Mres diflono tisk cisgories vt | el Modaate
and Low Based on diese risk classifictlon aid altordabilgy of the bormwers, e Fusngial Dntiinsions were dhosad o proside sne or
o lon TEHEUCIREIRE i

The Joan restrucheriing mcasttes inclsdis, deferment of log repay nkal, ;nnu:j iepasrwin, exfumsion of wsaurily period for o lobns,
change m repayment equency, conversion of ODWE Faciling to term Jomn, koan splilting. traisfer of loans 10 thied pany ainl extomsion of
estation perid

Under e Mosctary Measure IV, RICH peovided boonw deforment 1o 2,350 Joan: accounts with s outstucting balimce of Nu
10 RS A 18R 7% ax o 31t Decémber 2022

Thee mwerest acerwed and unpaid durmg tee defermen: perind shall he convierad mo *Fised Equated Instillneim Facilive (FEIF ) pavihle in
eyual insuliments Tor 4 et up K won veiss . Thy amwnnt s Berred 10 FEIE sheall mot be chargad iy fmterest BRILH crented ool
A6 FEIF accoumts duing te yemt 023 (Trevious. Yeur 679 FEIF secounts) and the okl outsuiding balace is N, 305 8 $34
Previons Yiar Mo 2576056325 m on 31t Decomber 2025 Witk the ending of the MM-IY in June 2024, 393 FEIF accounts wiere
e amaanting to Nu. $16.084.653. Funbier 142 FEIF sccount wene creatad duriing Bie vear 2028 mmounting Su. 088,384 %58 The 1wl
I habaince ogsainat FFIF docunits ankhinits lo My, 11155,243 419 as on 515t December 2025,

The KMA's direstive on defermwcnt, FEIF and foal provistosing tsucd on 280 September 20235 pogiines s eapitolies the NPL FETF
sccount W the prinmey [nin acconnt. aocordingly 19 FEIF hoon sccommts sy o o $3,023,031 wos cupislized 10 the pranary b
scvounit durning the vear,

Iipbtiest et sarpipent ammouimting b M 302050404 Jog e period Jaiisary 2022 b Jisive 2022 was recenable, Wil the recmpung of e
fsterest Payment Suppon provided 1 the MPL barowers dunng the Moicary persad. e net beemit of N 13 107306 was recaivel
Trome RAA durimg tie Y e 2022

In leme: with dee Moncty Measires, durng the year 2002, interest rebale amounting to N 2778231 was provided 170 Toan ssnts
where regidar repay et wiane snade disring i dufermuen perind.

The Maneeeny Meaire 1V win revil duiig e year rovibing b’ tepayarient defiaten o e b urder modame anl i ik
sechors, A om 3st Decenber 2023 RICD hod providked . loan defermwin o 1E64 loun adoonmts with outtnding halince of %
TR0 AB0,2)T,

e directives. saved by BMA v RMADIRSZ202 3202400 3406 doed 28t Sepbanber 2023 required e Fiancal Insifiunons o
develop 3 coileria for loan delorment asscisment which shall by appeaved by e Baand, Funher the faeosal Aodil shall seview the laan
defermanil m comnpliance b the eriieria Tor b defenmenn sed subieni 2 fepot o RMA which ane comphied with. Linder the exterabed
delerient the company: providid deferient o T8 loan soouimts wilk sutstading balonce of No. 2875088603 25 on 3151 Décember 2025

Ve company dufing the vear uider the loan rehate scheme providil oot rebabe dnsisig 1 S 42 9% (4],




Faoval lisurance Cogporation of Bhuan Limiled
NOTES TO THE FINANCIAL STATEMENTS

A0 wnerecoversd portion of intercst aggregating to Nu, 67,540,036 (Previons Year Nu, 38,591.401) on account of loans amounting toe Nu
655,673 166 (Previous Year Nu. 521,831 547), which we clussifbed as non-performing koans, has not been reckened as income.

41 In line with the Regulation for Non-performing Loan Management 2025 ssued by RMA, ban with overdue days of mare than 365 and

provided with 100 precent provision may be charged off w OBS. Accordingly 65 loan pocounls amounting b Mu. 366,706,849 was
charged off during the year

42 The mode of calculation of interest on lomrs was revised as per Royal Monctary Authority of Bhutan Circalar No. FISDO396648 & 649
of September 1996, Accordingly, the total ouisianding amaunt as at 30% Sepiember 1996 s treated is opening principal balanee as ai 1™
Oicsober 1996 for cabeulanion of mserest on simple daily product method. Tmerest is charged on the principal balance outstanding

43 The RMA vide its directive no, RMADFRS/342021-20222508 dated Tih Deceber 2022 dirccied twe Financial Service Providers
(F5Ps) 10 refund the IPS provided 1o the MPL loan sccounts from Apedl 2020 ull Jurce 2022, But the FSPs anc allowed 10 recoup the same
amount from the NPL bormowers at the time of forechosure of the loan sccounts. The total IPS nefand mmounted o Nu. 04073170 wd
RICEH refunded Nu. 440,014,691 net of Nu. 15,146,031 already refunded, Adter adjusting for subsequent recoveries of Nu, 48,912 447
from the borrowers & net amount of Nu, 440,014,691 has been expensed off as Befund of Tierest Payment Support during the financial
year 2022 The reeovery status of the 1PS wrinien ofT s on 3 11 December 2025 15 &5 under:

15 written off during the Year 2022 440,014,691
Less: Recovered till December 2025 82,632,029
Less: IFS rebate during 2035 318501
Less: IPS written O during 2023 100,082
Lems: Mot possible to recover based on Legal outcome 146,498,588
Recoverable as on 31" December 2025 206,698,951

44 Funher the dirsctive on recouping of IPS required the FSPs 1o monitor those loans which were MPL as on 315t March 2020 and has been
regulariesd a8 on 30t June 2022, The F5Ps were requined 10 recoup the 1PS on the loan becoming MPL subsequently. The derective was
implerzented from January 2023 ll June 2023, Accordingly, RICH refunded Nu, 63,963 482 as [P5S to RMA for six months of whach Nu,
55,735 has been recovered from the bomrower, The IPS refund for 58 loan pccounts amcunting 10 M. 41,445 699 was transfermed o FEIF
account created in the name of each borrower. The remaining amount of Mu, 18297 998 belongs 1o 12 borrowers whose loans were
already transferred 1o OBS & charged off o OBS. Therefore, provisson expense to the extent of Nu, 18,297 998 & charged in the books

dunng 2023, The 1PS refund amounting e MNu, 4.164.048 which are not recoverabbe from the borrowers are writien ofT during the vear
2023 netting off from the interest income.

45 In line with the Guidelines on reclassification of old non-performing bans Bsued by RMA, total of 72 loan accounts ampunting (o Nu.
341,510,755 has been transfeered 1o “Assel pending foceclosure” (APF) under Interest, Rent and Cther Receivables duning the Financial
Year 2021, The total provisions amounting to Nu. 301,315.212 mamtained against the loans s on 315t December 2020 were transferred 1o
“Reserve for loan losses grouped under other payables on the Balance sheet. Until the Fimancial Year 2024 an amount of Mu, 49,014,021
wis recovered and Mu. 15385597 was wnitien off based on the court verdicl Based on the recovery and amount writien ofF, provision
amcuiting to Nu, 54,962,104 was written back until 2034, During the vear loan amounting o Mo, 19410,593 was recovered and Nu,
30,169 was writien ¢fF, On account of the amounts récovered and writien off duning the vear total provision amounting o Nu. 18477,120
was writen back as income. The remaming APF boan balonce of Mu, 257,670,375 (Previous Year Mo, 277,11 1136} and provision amouant
of Nu. 227,880,081 (Previous Year Nu. 246,353, 108) 1 retained in the beoks as provision against APF loons,

46 During the year certam loan accounts are restructuredre-scheduled. Under nonmal credit restructirmg 32 loan accounts with outslading
nmaunt of Mo, 392,699,722 (Previous Year Nu. 297,275, 180) was extended i0 the borrowers, Under the suppon measures for boans post
June 2025, where loan restructuring facilitics were offered 10 the borrowers under seven different nwasunes 220 loan sccounls amounling
1 Nu. 4. 550,631,165 were restructunad during the year.
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Roval Insurance Corporation of Bhutan Limited
MOTES TO THE FINANCIAL STATEMENTS
47 During te financial year ended 31 December 2023, the Company revised the accounting treatment of Fixed Equated Installment Facikiry

AFEIF) balances originally recognized during previous vears and during the current vear. The FEIF balances created in the past vears
required fair valie calibration consistent with the measurement principles in IFRS 9 and that previously reporied amounts € not fully
refleat the fair valued recoverable cash flows. As this represented the use or misuse of information that was avnilable, or reasonably
expected 1o have been obtained, at the time the linancial statements for those carlicr persls were prepared, the adjustments meet the
definition of prior persod armors under [AS §,

In accordance with IAS 8 Accounting Policies. Changes in Accounting Estimates and Freors, maserial prio period crmors muwst be
correchl retrospectively by restating the comparative imformation for each aifected prior period and, where relevant, by adjusing the
opening balinces of assets, liabilities and equity for the earliest period presented. Consisbent with these requirements, the Company has
restated the comparative figures for 2022, 2023 and 2024 1o reflect the correctod measurement of FEIF balances based on discounted
expected future cash flows, The fair valuation losses selating specilically to past years have been recognized in those respective periods.
with the commesponding comections reflected through the reinstabed prior year finencial stements in e with the retrospective restatement
provisions of |AS 8.

FEIF balances arising during the Year 2025 financial year were initially. recognized: an fair value as required by IFRS 9 and subsequently
nreasinad al amartieed cost using the eifective imerest method, All resnstated and current year FEIF receivablies remsain subjeet fo expected
credit boss (ECL ) mvsessment under the impairment requiremsents of [FRS 9,

The total fur valuation boss of MNu, 336,455,761 for Year 2022-2024 and the subsequent reversal of fair valsation mnounlEng 0 Mu.
38462503 for the three years (2022-2023) have been reinstated in the respective financial years, Duping the curreit year, the fair valuation
boss of Mu. 230,741 286 and the reversal amount of My, 148,366,439 have been duly sceounted for m the Financial S tatements.

48 Embezzlement of Fends

2} In 20089, 2 froud amoont of M. 11,263,659 have been reporied o Thimphy Regaonal Bank Account Mo. 292 and all legal procecdings e
completed. Necessary provissons have been made in the accounts in this respect An amount of Nu. 3,957,819 was recovered until the yeir
2025 apainsi the embeseled amount ond sdjusiments made in the scoounts. The balance amount remaing B be recovered

bl In 2041, a fraud amounting to No. 1472000 has been reportied af Head Office Thamphu, in e General Insurznce Department and all legal
procesdings are completed. An amount of Nu. 366,387 was recoversd wilil U year 2024 and the same being accordingly adjusted, During
the year a sum of Mo, 71,000 was received and the adjustments made accordingly,

€ In 2014, a fraud amounting 1o Nu. 865,058 have been reported ar Dagana Braich, in the General Insurance Deparument and Credit and
Investment Department. All Legal proceeding are compleied and the Conn decreed the defendant to pay Nu, 789,989 10 RICE. The
recovered amount umil e Maancial year 2024 amounts to Mo, 563,589, During the yeur 3 sum of Nu. 13,000 & received and adjusied
necordingly

di  In 2005, misnppropriation of Nu. 3,993,791 have been reponed i the Head OMce. Thimphi. The amount recovered until year M125
mmeunts 10 My, 134993 | and the balance amount vel 1o be recovered.

e} ln 2003, misappropristion of Nu. 3,249,102 had been reported in the Paro branch, in the Credit and Investment Department and all legal
proceeding completed. RICH recoversd Mo, 38,019,822 1ill the financial year 2024 Dunng the cument financial vear sum of Mo, 150,000
was recovered and adjusted sccordingly,

g In 2005, misappropriation of Nu. 93,245,102 had been reported m the Paro branch, in the Credi and Investment Department and all legal
proceeding completed. RICH recovered Nu. 37,979,822 il the financial vear 2023, During te current financial year sum of Nu, 40,000
was recovered and adjusted accordingly
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R al lnsurance Corportsn of Blin |inikd
NEOTES TO THE FINANCIAL STATEMENTS

4

i

14}

dy

el
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i

b

Reinsuvance Payables and Heceables in Insueance Pilicies

The bakmees watstindimg w Creneral [suranee. Accoums, both recewalie and pavalric, s a8 e Batinee Shicet a6 Tonete v oe
Insupers aggregating o Nu 225972 102 (Previvus Year Mu. 244 012,384 and Mu. 403955630 (Previns Year Moo 290 848, 268
sespectively hig been reconcibed a8 the end of U company wnd e in the rocess of secking confirmation foin Bie femsurers
tegeivahle mchudes Na 1,343,080 and- payabke schides Mo, 253 505 803 pertiming o die currenn s b s

The halanges cutstanding m Remsurmee Acoounts, both recewable and payable, as an the Balanoe Sheet dabe fromito virios reimiens
appreghting o M- T2 A0.000 ( Previous Yeur Mi 00 695 002 hanad M 130248200 (Proviens, Year Ma 93,007,405 e recanciled wil
suppiiting documents amd provided s the relnsurames partiers far conlimnation which are vé 10 Te received. The teccivable includes No
AT 440 00T s pavable includes Mo, 13,797 702 tion the corrénl vear raimsation

e badimes: due Trom and 1o the diflerom re-msurers Jiave i buen netted=olF i the books of sccounts

Thw balances Fram and i the remsurers and the brokers, where the ransactions arc beiig carried o4l in Torigh cusrency [exeept INIL), s
re-imstatied bused on e exchange mke = on e reporting dase

Reserves for un-oxpird rishs mmowning o Nu. S8 187,717 (Previous Yenr Nu. 208,423, 7420 cremed in the Bevenie Accouiils in iespect
of Gineral Insurance husiness and MNu 24 255 550 (Previous Year No. 33,750,593) i respact of Ruinausice Insurance husuiess using
Li2dith method, winch have been duly nellevted os Insumnes Funids in the respective Balinge s ect

e corparation pajects th life and Group msurance busmess Wiongh o catistrophie cover. Mo clums: bave been ssised o e icinsuser
uirary B veue. AN the premian on relinsirmnoe mrrangamnenls are paid.

Lertaim debit! credit halmices mcludod i Trade Receivable, Trade Povables, Slon/long Term Loan ond Advances. Other Corrent Assets
and Cirrenit Lushilities sve pending for confirmuations and caisequential peeongibiation

laterest o Emphivees' Comribution and the Employers” contribution of Frvaie Frovebent Fusd amd Group Insuranee Saving feom the year
ended 31siDwcermber, 2022 have beun secoutied fae o T 00% per i o sanphe dady prodet sk, However, wiil the competiion in

the PIPF business, the mherest on Employees’ sl Enpleyers ' conrdaiion has been revented back 1o anauil sempounding effcctive Tom
15 Jatvary 2024,

The Usporaon cemrally manages through bs Cradin & Tivestnent Depaninent; the imvestiheborowed Tunds somprising of Bankiiig snd
Mun-Bapking borrowings, Annunty Fund, Provaie Secor Provilens Fuml, Group lisumnce-am-Savings Fund amd Insuratce Fumds

Interestsivelumns o such funds are coedited 1 the respedtive: cnliticshepanments ot e ries decidhal by die manageren o tne o tme
s pet comibrciual obligsmn

Interest on harmowed finds of Crodit & Bnvestment Deportment 1 charged to Credit & Investment Revenie acconn durimg e year ar the
fallowing rates unsinple daily produat method on the principal cusasdng balisges: -

Indternal Funds 25 nd

ke tnsurmmoe Fund T.3Me pa T 0% o
Lieneral Insurance Fund T00% pa T00% pa
Cirosp Imsuranee Fund BN pea B00% pa
Anivulty Fund S ra 11.75% pa
Private Provident Furd D% pa Bll% pa
Privane Provident Fand b B ra W00 pa
Comtuity Fiaral 00 pra B0 O i
Secunties Fund B0 pa $.00% po
Reinsuranee Fung T pa T pa
Exvernal Fanls:

T Bank Linsdted U pa

Bank of Hibidan Liniibed X pa

Hhatan Developisent Bank Limied E25%%pa

Security details of the bormowings

a) 1 Hank Limited: Cash Flow and Frosd Depasit.
by HOBL: Fixed Deposit
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Royal Insumnge Corporation of Bhutin Limised
WOTES TO THE FINANCIAL STATEMENTS
54 Fived Asycts

2} There is no impainmnent of (ixed asses of the Corparation, which may requine any adjustment 1o be made,

b} Physical verificarion of the fived asscts for same branch offices are being carried out during the year

€] The matagement during the vear afiér completing the legal recourse and sugtion procedures took over asséls amounting 1o Nu
L18.728 822 from the borrowers against buans amoumitmg to Nu. 236,587,455, The vakue of the aszees was adfusted ngainst the loans 1o the
exentof N 114,282 857 and exocss amount of Nu. 4,445,906  refundable o the borrower. The remaining Joan amount of & borrowet
amounting 1o Mu, 122,304,479 is 10 be enforeed for recovery,

85 The investmiend fn equity mcludes long term (nvestments in public and private companies; Lo the opinion of manngement, there is no
permanent dimanishing in the value of the investments:

56 The common management expenses are allpeaed 1o different Revenue sccounts during the year n the following proponion s decided by

the managensent
202 2024

Life Insurance Revenue 25.00%% 25.00%%
GIS Insurance Revenue 15.00% 15.00%
Gieneral Insurance Revenue 25008 15.00%:
Credit & Investment Revenue 3000 30.00%
Remnsurance Revenue 2.00% 2.00%
Annuity Revenve Fund 1.50% 1.50%
Private Provident Fund 1.50% 1.50%

57 Actuarial Valuation of Life, Group Insurance and Anouity Foad

a)  TransValee Consultonts, Consulting Actuary has camied out the annual aciuarial valuation of the Life and Group Insurance policies, based
ont the Tinal audited accounts for the vear 2024 and uraudited financial smicment for the year 2025, The valuation assumptions (inlerest
factor, mortality, merbidity, expenses, commission, bonus ok ) conform with the professional guidance: notes issued by ihe Actuarial
Soclety of Indis (AS!) and accordingly vesied bonus amounting 10 Nu. 827,972,098 (Previous Year Nu. 764.529.824) has been
accounted-for. An amount of Nu, | 13,967,652 (Previous vear Mu. 108,296,097) has been paid to the policyholders during the vear,

b} During the current year, the actarial valuation has been carried ot for Lifk Insurance & Group insurance. The actuarinl surplus 1o the
“sharehobers from life msurance for the year is deermined ot Nu. SE98,088 (Previous Year Nu. 5.262.184) However. the sane is not
diseributed to the shareholders to imgprove the solvency of life insurance buziness

€)  As per Actuarinl valostion carred out by actuary of the corpomtion, no surplus has been declaréd during the year 2025 for Annuity
business. Therefore, the: excess: of mevenue over expenditure OF Annuity fund amounting 10 Mo, 124,395,022 (Previons your Nu,
133,906,633} has been adjusted against Annuity fund.

58 Inthe opinion of the management, acquisition costs for the new and renewal long duration insurance and reinsuranse contracts have been
expenised out, & and when incusred and not deferred, since the same- do not vary materially. in 8 constant relationship o premium or
msurance In force or are level of recurming in nnture

59 Consequent upon delinking of Government Emplovees Provident Fund with effect from 30% June, 2000, Provident Fund Management for
Private Companies and Non-Cavemment Organiztions remamned with Royal Insurance Corparation of Bhutan Limsed (RICBL) a5 per
the Govemmen! Direaives, vide Leier Mo, MOF Pension 4841 dated 30™ Murch 2000 and the lener dated 23 June 2000 from the
Ministry of Finance, Roval Government of Bhutan.

60 According 1o the ktter sued by e Hon'ble ‘Governor of "Roval Monetary Authority of Bhotan® dated 24th July, 2005 providing
spproval 10 the finencial institutions for rendenng brokernge services 15 purt of the normal services, the Company has approved the scheme
of Merger with the holding company Le. Royval Insursnce Corporation of Bhwtan Limited, inthe board mecting and shircholders meeting
dused 17th Movember, 2015, Further approval has been sccorded by RMA allowing RICB 1o carry on securitiss. business through Useir
leter RMAFRSDVI&2018-20192473 dated 19% November 2018, Subsequently RICB Securities Limited, fully owned subsidiary
company is merged with RICE and the accounts consolidated effective from Financial Year 2018
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Fowal Tnsummnee Corporation of Bhatan [

NOTES TO THE FINANUIAL STATEMENTS

(1]

b

b

ch

Ratios computed as per the Pradential Regulations of RYA

The overall Capital Adequiscy Rathe a5 a1 3 1461 December, 2015 5 18.64% § Previous Year 2017% b and the Core Capital adeguacy. Babo s
om that date comes to 13:24% (Previons Year 15 47%0 agaivsg i lsase 12 200% and 7500 iespectively. as laid down in the Prodential
Regulations of' Koval Monetany Authority of Bhuan

Mg woaul exposure o sigle boerower as a3 151 Decembez. 2025 wimosnned & 17.95% (Previous Year 10 78% 5 of Tier | cupital. s
commpared i 23 fiman prescribed ag per the dicectives maved by Rowal Monatary Authority of Bhutan

The total of top ten lange mhanees extended as at 3 1st December. 2023 agpregnted 1 173 1% (Previoas Year 15 86%0 of ttal advinces as
against 30% macanmie Gt faid down in the Prodential Rezulition of Keval Menetans Autherity of Blutan.

e hquediry ratio as at 315t December 2022 15 16.05% (Previons Yer 10.39%0 a5 against Hi% sdnimminy a5 prescnbed in Prudential
Regulations of Roval Monetn Authority of Bhun

Figures of financml sttemens of previaus vear have been regronped resrmnged recastad wherever necessany

Events after the reporting Date

Mo circumstaness have ansen smwe e reporing date which would requine adisstrents 19, or disclosure in the Financial Staements The
Financial Staements e suthoriad for fssue by the Shareholdirs during s Hth April 2026
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Annexure. 1 Formats for Annual Disclosures 1

[tem 1: Tier 1 Capital and its sub-components

Current Period

Corresponding Period of

Previous Year (COPPY)

1 Total Tier 1 Capital

a. |Paid-Up Capital 1,600,052 1,600,052
b. |General Reserves - -
c. [Share Premium Account - -
d. |Retained Earnings 2,243,596 2,004,793

Less:-

e. |Losses for the Current Year - -
f. Cross holding in Tier | capital of other Fis 203,018 203,018

tem 2: Tier 2 Capital and its sub-components

o

—_

Tier Il Capital

Current Period _zmﬂ

Capital Reserve

Fixed Assets Revaluation Reserve

1,280,319

1,280,319

Exchange Fluctuation Reserve

Investment Fluctuation Reserve

Research and Development Fund

General Provision

196,728

169,398

Capital Grants

Tl |=le a0 |o|e

Subordinated Debt

Profit for the Year

All items reported in 000" Ngultrum

ltem 3: Risk weighted assets (Current Period and COPPY2) 3

Assets Balance Sheet | Risk Weight | Risk Weighted
Amount % Asset
1 Zero-Risk Weighted Assets 98,800 0.00% -
2 |20% Risk Weighted Assets 6,446,553 20.00% 1,289,311
3 |50% Risk Weighted Assets 235,770 50.00% 117,885
4 100% Risk Weighted Assets 23,254,701 100.00% 23,254,701
5 [150% Risk weighted Assets - 150.00% -
6 |200% Risk Weighted Assets - - -
7 |250% Risk weighted Assets - - -
8 [300% Risk Weighted Assets - - -
Grand Totals 30,035,823 24,661,896
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ltem 4: Capital Adequacy ratios

SI.No ‘ ‘ Current Period ‘ COPPY

1 Tier 1 Capital 3,640,630 3,401,827

a Of vv.hich Counter-Cyclical Capital Buffer (CCyB) (if ~ ~
applicable)

b, Of vv.hich Sectoral Capital Requirements (SCR) (if ~ ~
applicable)

i. Sector 1 - -

i. |Sector?2 - -

iii. |Sector3 - -

2 | Tier 2 Capital 1477047 1,449,717

3 | Total qualifying capital 517,677 4,851,544

All items reported in 000" Ngultrum

period

2 COPPY figures to be reported in parenthesis next to the figures for the current reporting

3 (i) This format is subject to change in line with a change in Form M12 of the monthly returns
submitted by financial institutions to the RMA. (i) In case of sector-specific risk-weights, loans to
different sectors having the same risk weight can be summed together and reported under one
risk weight heading. For example, if housing and transport loans are to receive the same 150%
risk weight, then loans to the two sectors may be added together and reported as part of ‘Loans
and Advances' under the 150% risk-weight category.

SI.No | | Current Period | COPPY
4 Core CAR 13.31% | 13.38%
a. |Of which CCyB (if applicable) expressed as % of RWA
b Of which SCR (if applicable) expressed as % of Sectoral

RWA
i. Sector 1
i. |Sector?2
iii. |Sector3
5 |CAR 1870%| 1908%
6 |Leverage ratio 12.31% | 12.60%
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ltem 5: Loans and NPL by Sectoral Classification 4

Sector Current Period
Total Loans | NPL Total Loans NPL
a. |Agriculture 36,770 1,897 32,612 -
b. [Manufacturing/Industry 3179690 | 47414 3,265,763 60998
c. |Service & Tourism 7960,412| 38,419 6,660,333 | 40,633
d. |Trade & Commerce 2,724,570 181191 2,617905 3952
e. |Housing 2,810,250 129,801 2,276,680\ 198,777
f. | Transport 537781 175135 609418 | 140,346
g. |Loans to Purchase Securities 104,541 - 697 -
h. |Personal Loan 887790| 79118 1168175 77121
i. Education Loan 56,010 2,695 42,468 -
J Loan Against Term Deposit 1,277 - - -
k. |Loans to Fl(s) - - - -
I |Infrastructure Loan - - - -
m. | Staff loan (incentive) 456,242 - 288,889 -
n. |Loans to Govt. Owned Corporation - - - -
o. |Consumer Loan (GE) - - - -

4 The sectoral classification may be subject to change as directed by RMA time to time.

All items reported in 000" Ngultrum

ltem 6: Loans (Over-drafts and term loans) by type of counter-party

Counter-party Current Period COPPY

1 Overdrafts

a. |Government - -
b. |Government Corporations - -
c. |Public Companies - -
d. |Private Companies 1,768,271 2 940,491
e. |Individuals 1127465 631,577
f.  |Commercial Banks - -
g. |Non-Bank Financial Institutions - -
2 | Term Loans - -
a. |Government - -
b. |Government Corporations - -
c. |Public Companies 744956 -
d. |Private Companies 8,466,982 8,604,745
e. |Individuals 6,652,019 4,780,135
f. Commercp}%qqks e - -
g. Non—Bor‘{%%}gl Institutions (i; %. L -

o 3 L

- *
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[tem 10: Non performing Loans and Provisions

SI.No | | CurrentPeriod | COPPY
1 Amount of NPLs (Gross)
a. |Substandard 382104 386,130
b. |Doubtful 199639 125,496
c. |Loss 15921 10,204
2 | Specific Provisions
a. |Substandard 67,831 72,294
b. | Doubtful 94,181 56,297
Cc. |Loss 102,410 AV
d. |Additional Provision - -
3 |Interest-in-Suspense
a. |Substandard 42,753 24,659
b. | Doubtful 1,275 12202
c. |Loss 13,510 1,029
4 [Net NPLS
a. |Substandard 271,520 289177
b. | Doubtful 94,183 56,297
c. |Loss - -
5 | Gross NPLs to Gross Loans 3.50% 3.08%
6 |Net NPLs to Net loans 198% 2.06%
7 | General Provisions
a. |Standard 127,853 10,779
b. |Watch 62,085 48,726
c. |Additional Provision 6,789 9892

All items reported in 000" Ngultrum
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ltem 9: Assets and Liabilities by time-to-re-pricing (Current Period and COPPY 9)

As of period ending

Time to re-pricin R Total
31/12/2105 P 9 bearing
3-6 6-12 More than12
0-3 Months Months | months months

Assets

Cash and Balances with
Banks

Treasury Bills

Loans and Advances
Investment securities
Other Assets

Total financial assets
Liabilities

Deposits

Borrowings

Other Liabilities

Total financial liabilities
Total interest
Re-pricing gap

[tem 10: Non performing Loans and Provisions

Current Period

1 Amount of NPLs (Gross)

a. |Substandard 1123,009 20,701
b. |Doubtful Q03,314 87,801
c. |Loss 3,220,006 902,222
2 | Specific Provisions

a. |Substandard 255,490 18,785
b. |Doubtful 414,510 41,855
c. |Loss 2,747066 734112
3 |Interest-in-Suspense

a. |Substandard 75,791 3,573
b. |Doubtful Q7542 6,383
c. |Loss 472 939 168,109
4 |Net NPLS

a. |Substandard 791,728 68,343
b. |Doubtful 391,262 39563
c. |Loss - -
5 |Gross NPLs to Gross Loans 2765% 6.21%
6 Net NPLs to Net loans 793% 1.64%
7 General Provisions

a. |Standard 15,596 151,686
b. |Watch 27397 34,415
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[tem 11: Assets and Investments

SI.No ‘ Investment ‘ Current Period ‘ COPPY
1 Marketable Securities (Interest Earning)
a. |RMA Securities - -
b. |RGOB Bonds/Securities 98,800 98,800
c. |Corporate Bonds 624,900 624,900
d. |Others - -
Sub-total 723,700 723,700
2 |Equity Investments
e. |Public Companies 39,603 39,603
f Private Companies 82170 82170
g. |Commercial Banks 208,109 208,109
h. [Non-Bank Financial Institutions 88,561 88,561
Less
i. |Specific Provisions 6950 6950
3 |Fixed Assets
j. |Fixed Assets (Gross) 3,301,712 3,093,317
Less
k. |Accumulated Depreciation 354,852 322,662
l. Fixed Assets (Net Book Value) 2.946,860 2,770,655

[tem 12: Foreign exchange assets and liabilities (Current Period and COPPY10)

Liquid Foreign Currency Holdings (Up to one week)

CURRENCY

Assets in Foreign Currency

Currency
1

Liabilitie s in Foreign

2

Net Short Term Position

usD 31

period

10 COPPY figures to be reported in parenthesis next to the figures for the current reporting

All items reported in 000" Ngultrum

[tem 13: Geographical Distribution of Exposures

Domestic

Current
Period

Current
Period

Current

Period

Demand deposits held with 1236929| 454079 3,814 283 ~
other banks

Time deposits held with ~ ~ ~
other banks #:330,000 4,330,000

Borrowings 668,710 121,268 - - -




[tem 14: Credit Risk Exposures by collateral

Particular Curl:ent COPPY
Period

1 Secured Loans 18,759,696 | 16962948
a. |Loans secured by physical/ real estate collateral - -
b. |Loans secured by financial collateral - -
c. |Loans secured by guarantees

2 |Unsecured Loans - -
3 |Total Loans 18,759,696 | 16962948

All items reported in 000" Ngultrum

ltem 15: Earnings Ratios (%)

Current Period COPPY

. Interest Income as a percentage of Average 658% 206%
Assets

5 Non-interest income as a percentage of 1096% 12.68%
Average Assets

3 Operating Profit as a percentage of Average 185% LT7%
Assets

4 Return on Assets

5 Business (Deposits plus advances) per employee

4 Profit per employee 1,293 3,044

[tem 16: Penalties imposed by the RMA in the past period

Current Period (year for which the

Corresponding period of the

disclosure is being made) previous year (COPPY)
Reason for Penalty Imposed Penalty | Reason for Penalty Penalty
Imposed Imposed Imposed
1 Lapses in Credit opertaions 2,445 Nil -
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[tem 17: Customer Complaints

Particular

No. of complaints pending at the beginning

of the year

Current Period

COPPY

No. of complaints received during the year

No. of complaints redressed during the year

4

No. of complaints pending at the end of the

year

11 Average Assets is the average of the total assets at the beginning and closing of a particular
accounting period

All'items reported in 000" Ngultrum

[tem 18: Provisioning Coverage Ratio

Gross | Additional Additional Additional Required Accretion to Countercyclical
Year NPL NPL specific Interest-in- PCR (60% of the buffer provisioning buffer
provisions | suspense A/C | Additional NPL) (Stock)
1 2 3 4 5 6= (60%* Col. 3) 7 = (6-5-4) 8
COPPY 521,474 (56,281) (165,784) (11,817) (33,769) 143,832
C§g§ft 655,673 134,199 433,771 86,427 80,519 (439,679)

[tem 19: Concentration of Credit and Deposits

Particular

End of

Current Period

Total loans to 10 largest borrowers

3,248,166

2,690,545

As % of total Loans

17.31%

15.86%

Total deposits of the 10 largest depositors

AN IN|-

As % of total deposits

[tem 20: Exposure to 5 Largest NPL accounts

Particular

End of Current

Period

Five largest NPL accounts

159300

144,91

As % of total NPLs

24.30%

30.55%

All items reported in 000" Ngultrum
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RICB’'s Key MILESTONE

January 7,1975 RICB

established

RICB paid its first claim on

1977 Life Policy

RICB began to float
preferential shares

Started Transport Corporation

1988 of Bhutan, a bus service linking
Bhutan directly with Kolkata

Received license
from the Ministry of
Economic Affairs

De-linked Unit Trust of

1992 Bhutan (Now Bhutan

National Bank)

Listed on Royal Securities

Exchange of Bhutan
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RICB's Key MILESTONE

Launched RICB Credit Card

Operation for the first time
in Bhutan

De-linked government

2000 | | employee provident fund from
' RICB (Now NPPF)

Awarded the ADFIAP
Development Award

in Corporate Social
Responsibility Category

Awarded the ADFIAP
2012 | | Development Award
N in Corporate Social

Responsibility Category

Awarded Certificate of
Recognition by finance
ministry for Good Tax
Compliance Record

2020 ‘ 2 billion right shares

50 years of service to

the nation
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Head Office & Main Branch Office

Head Office Phuentsholing Main Branch
Royal Insurance Corporation of Bhutan Ltd. Royal Insurance Corporation of Bhutan Ltd.
Post Box No. 315, Norzin Lam Post Box: 77
Tel. (Board): +975 2 323487/321161 Tel : +975 5 252482/5 252453
Fax: +975 2 323677 email: riclb_ro@ricb.bt

email: contactus@ricb.bt

Thimphu Main Branch
Post Box No 315, Norzin Lam
Tele (Board):+975 2 321037/2 322426
Fax: +975 2 323677
e-mail: contactus@ricb.bt/feedback@rich.bt



