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Adamjee Life Assurance Company Limited
Statement of Financial Position
As at December 31, 2020

Assets

Property and equipment
Intangible assets
Right of use assets
Investment property
Investments

Equity securities

Govemnment securities

Debt securities

Term deposits

Mutual funds
Loan secured against life insurance policies
Insurance / reinsurance receivables
Other loans and receivables
Taxation - payments less provision
Prepayments
Cash and bank

Total Assets

Equity and Liabilities
Capital and reserves attributable to Company's equity holders

Ordinary share capital

Money ceded to Wagf fund

Surplus /(deficit) on revaluation of available for sale investments
Ledger account D

Unappropriated profit

Total Equity

Liabilities

Insurance liabilities

Retirement benefit obligations
Deferred taxation

Lease liabilities

Borrowings

Deferred government grant
Premium received in advance
Insurance / reinsurance payables
Other creditors and accruals

Total Liabilities
Total equity and liabilities

Contingencies and commitments

The annexed notes 1 to 50 form an integral part of these financial statements.
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2020

{Rupees in '000)

2019

126,198 149,924
39,194 62,309
236,382 351,742
855,394 876,304
7,072,300 7,485,912
11,535,092 5,377,637
3,380,743 2,773,969
7,962,000 9,585,000
8,596,989 5,855,626
29,912 32,785
232,084 57,224
456,831 276,164
315,074 251,092
46,171 37,331
9,955,052 7,260,559
50,839,416 40,433,668
935,494 935,494
500 500
361 (3.562)
525,915 367,174
28,345 19,685
1,490,615 1,319,291
47,033,478 36,735,053
112,349 37,026
206,583 96,040
271,436 361,378
164,482 .
13,807 -
325,033 261,045
130,635 125,265
1,090,998 1,497 670
49,348,801 39,114,377
50,839,416 40,433,668
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Adamjee Life Assurance Company Limited
Statement of Profit or Loss
For the year ended December 31, 2020

2020 2019
Note (Rupees in '000)

Premium / contribution revenue 17,100,887 12,969,421
Premium / contribution ceded to reinsurers (563,967) {583,271)
Net premium / contribution revenue 28 16,536,920 12,386,150
Investment income 29 2,586,859 2,539,618
Net realised fair value gains on financial assets 30 659,798 119,652
Net fair value gains on financial assets at fair value

through profit or loss - unrealised 31 738,783 435,397
Net rental income 3,750 2,250
Net unrealised (Joss) / gain on investment property 8 (21,000) 21,000
Other income 32 316,983 391,800

4,285,173 3,509,717
Net income 20,822,093 15,895,867
Insurance benefits k2 (7,452,420) (7,065,482)
Recoveries from reinsurers 34 620,863 349,308
Claims related expenses (7,074) {7,708)
Net insurance benefits (6,838,631) (6,723,882)
Net change in Insurance Liabilities (other than outstanding claims) (9,937,066) {5,125,588)
Acquisition expenses 35 (2,692,072) (2,700,478}
Marketing and administration expenses 36 {1,011,201) (1,048,405}
Other expenses 37 {7,164 (8,456)
(13,647,503) (8,882,927) :
Total expenses (20,436,134) {15,608,809)
Finance costs 38 (25,767) (7,877)
Results of operating activities / profit before tax 310,192 281,181
Income tax expense 39 {119,178) {64,075)
Profit for the year 191,014 217,106
Earning (after tax} per share - Rupees 40 2.04 2.32
The annexed notes 1 to 50 form an integral part of these financial statements.
§
Chief Executive Officer Director Director Chairman




Adamjee Life Assurance Company Limited
Statement of Other Comprehensive Income
For the year ended December 31, 2020

Note

Profit for the year - as per statement of profit or loss
Other comprehensive income:
Item that will not be reclassified subsequently to statement of profit or loss

Actuarial losses on retirement benefit scheme 20
Related deferred tax

Item that will be reclassified subsequently to statement of profit or loss

Change in unrealised gain on revaluation of available for sale investments 33
Related deferred tax

Total other comprehensive loss

Total comprehensive income for the year

The annexed notes 1 to 50 form an integral part of these financial statements.
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Chief Executive Officer Director Director

2020

2019

(Rupees in '000) «=esseee.

191,014 217,108

(33,258) (29,676)
9,645 8,606

(23,613) (21,070)
5,526 516
{1,603) {150)
3,923 366

{19,690} (20,704)

171,324 196,402
T
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Adamjee Life Assurance Company Limited
Statement of Changes in Equity
For the year ended December 31, 2020

Attributable to equity holders' of the Company

Surplus
Kdeficit) on
Money
Share revaluation Ledger
ceded to Unappropriat Total
capital of available accountD*
Wagqf fund for sale ed profit
investments
(Rupess In "000)
Balance as at January 01, 2019 935,494 500 (3,928) 138,535 52,288 1,122,889
Total comprehensive income for the year
ended December 31, 2019

- Profit for the year after tax - - - - 217,106 217,106
- Other comprehensive income / (loss) - - 366 - {21,070) {20,704)

- - 366 - 196,036 196,402
Transaction with owners recorded
directly
Surplus for the year retained in statutory
funds - - - 228,639 (228,639) -
Balance as at Dacember 31, 2019 935,494 500 (3,562) 367,174 19,685 1,319,291
Total comprehensive income for the
year ended December 31, 2020
- Profit for the year after tax - - " - - 191,014 191,014
- Other comprehensive income / (loss) - - 3,923 - (23,613) {19,690)

- - 3,923 - 167,401 171,324
Transaction with owners recorded
directly in the equity
Surplus for the year retained in statutory
funds . - - 158,741 {158,741) -
Balance as at December 31, 2020 935,494 500 364 525915 28,345 1,490,615

*  This includes balances maintained in accordance with the requirements of Section 35 of the Insurance Ordinance, 2000 read with
Rule 14 of the Insurance Rules, 2017 to meet solvency margins, which are mandatorily maintained for canrying on of the life
insurance business.

The annexed notes 1 to 50 form an integral part of these financial statements.
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Adamjee Life Assurance Company Limited
Statement of Cash Flows
For the year ended December 31, 2020

(@)

(b)

The annexed notes 1 to 50 form an integral part of these financial statements.

K,_f

Operating Cash Flows

Underwriting activities

Insurance premium received

Reinsurance premium paid

Claims paid

Commission paid

Marketing and administrative expenses paid
Net cash flow from underwriting activities

Other operating activities

Income tax paid

Total cash flow from all operating activities
Investment activities

Profit / return received

Dividend received

Rental received

Payment for investments

Proceeds from investments

Fixed capital expenditure

Loan to policyholders

Proceeds from sale of property and equipment

Total cash used in investing activities

Financing activities

Borrowings
Total cash flow from financing activities

Net cash inflows from all activities

Cash and cash equivalent at the beginning of the year

Cash and cash equivalent at the end of the year

Reconciliation to Statement of profit or loss

Cash flow from all operating activities
Depreciation and amortisation expense
Financial charge expense

Impact of expenses directly charged to OCI
Loss on disposal of property and equipment
Profit on disposal of investment

Rental income

Dividend income

Other investment income

Increase / (decrease) in assets other than cash
Increase in liabilities other than borrowings
Surplus on revaluation of investment

Profit after taxation

%M

2020

2019

Chief Executive Officer

Director

Note ==ssme= (Rupees in "'000) ====se-n
17,192,102 12,814,268
(143,727) (14,420)
(7,099,035) (7,209,502)
(2,069,036) (2,293,410)
(2,159,966) (322,721)
5,720,338 2,974,215
(70,054) (108,832)
5,650,284 2,865,383
1,673,826 1,460,580
355,521 559,426
3,750 2,250
(169,631,458)| | (132,821,946)
162,880,851 130,507,455
(46,266) (65,822)
5,998 1,710
698 4,860
(4,757,080) (351,477)
178,289 -
178,289 -
1,071,493 2,513,906
17.2 16,845,559 14,331,653
11.2 17,917,052 16,845,559
5,650,284 2,865,383
(116,252) (115,258)
(26,923) (19,840)
23,613 21,070
(2,905) (11,528)
659,798 119,652
3,750 2,250
367,271 559,902
2,521,381 2,827,547
428,349 (125,342)
(10,056,135) (5,907,096)
738,783 366
191,014 217,106
'?/‘f(. e
Director Chairman




Adamjee Life Assurance Company Limited
Notes to and forming part of Financial Statements
For the year ended December 31, 2020

11

1.2

21

2.2

LEGAL STATUS AND NATURE OF BUSINESS

Adamjee Life Assurance Company Limited ("the Company") was incorporated in Pakistan on August 04, 2008 as a public
unlisted company under the Companies Ordinance, 1984 (repealed Companies Act, 2017). The Company started its
operations from April 24, 2009. Registered office of the Company is at 1st floor, Islamabad Stock Exchange Towers, 55-B,
Jinnah Avenue, Blue Area, Islamabad while its principal place of business is at Adamjee House, 3rd and 4th Floor, LI
Chundrigar Road, Karachi. The Company is a wholly owned subsidiary of Adamjee Insurance Company Limited.

The Company is engaged in life insurance business carrying on non-participating business only. In accordance with the
requirements of the Insurance Ordinance, 2000, the Company has established a shareholders' fund and the following statutory
funds in respect of each class of its life insurance business:

- Conventional Business

- Accident and Health Business

- Individual Life Non-unitized Investment Linked Business
- Individual Life Unit Linked Business

- Individual Family Takaful Business (refer note 1.2)

- Group Family Takaful Business (refer note 1.2)

The Company was granted authorisation on May 04, 2016 under Rule 6 of Takaful Rules, 2012 to undertake Takaful Window
Operations in respect of family takaful products by Securities and Exchange Commission of Pakistan (SECP) and
subsequently the Company commenced Window Takaful Operations from July 14, 2016. The Company formed a Wagqf Fund
namely the Adamjee Life Assurance Company Limited - Window Takaful Qperations Waqf Fund (here-in-after referred to as
the Participant Takaful Fund (PTF) on December 22, 2015 under a Wagf deed executed by the Company with the cede
amount of Rs. 500,000. The cede money Is required to be invested in Shariah compliant investments and any profit thereon
can be utilised only to pay benefits to participants or defray PTF expenses. Waqf deed also governs the relationship of the
Company and policyholders for the management of Takaful operations, investment of policyholders' funds and shareholders'
funds as approved by the Shariah Advisor appointed by the Company.

The company issued supplemental policies to the Window Takaful Operations Wagf Fund on October 29, 2019 to include
Group Family Participant's Takaful Fund business in existing Window Takaful Operations Wagf Fund and the same was
authorised by the Securities and Exchange Commission of Pakistan (SECP) on December 11, 2019 and the Company
commenced its Group Family Takaful Business in the second Quarter of 2020.

BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable in
Pakistan. The accounting and reporting standards comprise of:

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as are
notified under the Companies Act, 2017; and

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan (ICAP), as are
notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017 and Insurance Ordinance, 2000, Insurance Rules,
2017, Insurance Accounting Regulations, 2017 and the Takaful Rules, 2012.

In case the requirements differ, provisions or directives of the Companies Act, 2017, the Insurance Ordinance, 2000, the
Insurance Rules, 2017, the Insurance Accounting Regulations, 2017, have been followed.

Impact of COVID - 19 on the financial statements

A novel strain of Coronavirus (COVID-19) that was classified as a pandemic by the World Health Organization on March 11,
2020, impacting countries globally. Measures taken to contain the spread of the virus, including lock-downs, travel bans,
quarantines, social distancing, and closures of non-essential services and factories triggered significant disruptions to
businesses Worldwide and in Pakistan, resulting in an economic slowdown. During the lockdown that lasted from March to
May 2020, the Company continued their activities, although on a slower level. The management of the Company is of the view
that while COVID-19 and its resulting containment measures have affected the economy, adequate steps from the
government and regulators have spearheaded recovery and subsequent events reflect that in due course, things would be
normalised.
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2.3

2.4

2.5

In response to the COVID-19 pandemic the Company has introduced rider policy 'CoronaCover' to facilitate the policyholders
for hospitalisation expenses and sum assured upon the occurance of death of the policyholder. Since the mortality shock due
to COVID-19 to date has been very low in Pakistan there is no impact on insurance companies.

Further, to combat the impact of COVID-19 and to help the business to improve their cash flows and reduce workers' lay-off,
SBP has introduced temporary refinance scheme for payment of salaries and wages at subsidised rate which the Company
has also subscribed.

Basis of measurement

These financial statements have been prepared under the historical cost convention except as disclosed in accounting policies
relating to financial instruments, investments, investment property, borrowings, retirement benefits obligation and insurance
liabilities.

Functional and presentation currency

These financial statements have been presented in Pakistan Rupee, which is the Company's functional and presentation
currency amounts presented have been rounded off to the nearest thousand unless otherwise stated.

New accounting standards / amendments and IFRS interpretations that are effective for the year ended December
31, 2020

The following standards, amendments and interpretations are effective for the year ended December 31, 2020. These
standards, amendments and interpretations are either not relevant to the Company's operations or are not expected to have
significant impact on the Company's financial statements other than certain additional disclosures.

Effective from accounting period
beginning on or after:

- IFRS 14 — Regulatory Deferral Accounts July 01, 2020

- Amendments to the Conceptual Framework for Financial Reporting, including January 01. 2020
amendments to references to the Conceptual Framework in IFRS Standards &
- Amer_x-dments to. IFRS 3 'Business Combinations' - Amendments regarding the January 01, 2020
definition of business
- Amendments to |IAS 1 'Presentation of Financial Statements' and IAS 8 'Accounting
Policies, Changes in Accounting Estimates and Errors' -Amendments regarding
the definition of material

January 01, 2020

- Amendments to IAS 39, IFRS 7 and IFRS 9 — The amendments will affect entities
that apply the hedge accounting requirements of IFRS 9 or IAS 39 to hedging January 01, 2020
relationships directly affected by the interest rate benchmark reform.

Certain annual improvements have also been made to a number of IFRSs.

New accounting standards / amendments and IFRS interpretations that are not yet effective:

The following standards, amendments and interpretations are only effective for accounting periods, beginning on or after the
date mentioned against each of them. These standards, interpretations and the amendments are either not relevant to the
Company's operations or are not expected to have significant impact on the Company's financial statements other than certain
additional disclosures.

Effective from accounting period
beginning on or after:

- Amendment to IFRS 16 'Leases' - Covid-19 related rent concessions June 01, 2020

- Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, January 01, 2021
IFRS 7, IFRS 4 and IFRS 16)
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251

Effective from accounting period
beginning on or after:

- Amendments to IFRS 3 'Business Combinations' - Reference to the January 01, 2022
conceptual framework

- {\mendments to IAS 16 "Property, Plant and Equipment' - Proceeds before January 01, 2022
intended use
- Amendments to IAS 37 'Provisions, Contingent Liabilities and Contingent Assets’ -
Onerous Contracts — cost of fulfilling a contract January 01, 2022
- Amendments to IAS 1 ‘Presentation of Financial Statements’ - Classification of

liabilities as current or non-current January 01, 2023

- Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards Board (IASB)
has also issued the following standards which have not been adopted locally by the Securities and Exchange Commission
of Pakistan:

- IFRS 1 - First Time Adoption of Intemational Financial Reporting Standards
- IFRS 17 - Insurance Contracts

IFRS 9 ‘Financial Instruments’ is effective for reporting year ended December 31, 2019. It replaces the existing guidance in
IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 includes revised guidance on the classification and
measurement of financial instruments, a new expected credit loss model for calculating impairment on financial assets, and
new general hedge accounting requirements. It also carries forward the guidance on recognition and derecagnition of financial
instruments from 1AS 39.

Amendment to IFRS 4 ‘Insurance Contracts’ - Applying IFRS 9 ‘Financial Instruments with IFRS 4 addresses issue arising
from the different effective dates of IFRS 9 and the forthoming new standard IFRS 17 ‘Insurance Contracts’. The amendments
introduces two alternative options for entities issuing contraets within the scope of IFRS 4, notably a temporary exemption and
an overlay approach. The temporary exemption enables eligible entities to defer the implementation date of IFRS 8. The
overlay approach allows an entity applying IFRS 9 from July 01, 2018 onwards to remove from the statement of profit or loss
the effects of some of the accounting mismatches that may occur from applying IFRS © before IFRS 17 is applied.

The Company has determined that it is eligible for the temporary exemption option since the Company has not previousty
applied any version of IFRS 9, its activities are predominantly connected with insurance as the percentage of the total carrying
amount of its liabilities connected with insurance relative %o the total carrying amount of all its liabilities is greater than 85
percent and the company does not engage in significant activities unconnected with insurance based on historical available
information. Under the temporary exemption option, the Company can defers the application of IFRS 9 until the application
IFRS 17.

To determine the appropriate classification of financial assets under IFRS 8, an entity would need to assess the contractual
cash flows characteristics of any financial asset. Indeed, the contractual terms of the financial asset give rise, on specified
dates, to cash fiows that are solely payments of principal and interest on the principal amount outstanding (“SPPI°) i.e. cash
flows that are consistent with a basic lending arrangement. in a basic lending arrangement, consideration for the time value of
money and credit risk are typically the most significant elements of interest.

IFRS 9 defines the terms “principal” as being the fair value of the financial asset at initial recognition, and the “interest” as
being compensation for (i) the time value of money, and () the credit risk associated with the principal amount outstanding
during a particular period of time.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these financial statements are consistent with those of the previous
financial year except for the policies and standards disclosed in note 3.12 and 3.13 of these financial statements which have
been adopted by the Company during the current year.

Types of Insurance / Window Takaful Operations

a)

Conventional Business

The Conventional Business includes individual life, group life and group credit life assurance.

i) Individual life

The individual life business segment provides coverage to individuals against deaths and disability under conventional

policies issued by the Company. Additional riders are included on the discretion of the policyholder. The business is
written through Bancassurance, tele-sales and through website.

Revenue recognition

First year individual life premiums are recognised once the related policies have been issued and the premium is received.
Renewal premiums are recognised upon receipt of premium.

Recognition of policyholders' liabilities

Policyholders’ liabilities included in the statutory fund are determined based on the appointed actuary’s valuation
conducted as at the reporting date, in accordance with Section 50 of the Insurance Ordinance, 2000.

Claim expenses

Claim expenses are recognised on the earlier of the policy expiry or the date when the intimation of the insured event
giving rise to the claim is received. Surrender of conventional business policies is made after these have been approved in
accordance with the Company's policy.

Liability for outstanding claims includes amounts in relation to unpaid reported claims and is stated at estimated claims
settlement cost. Full provision is made for the estimated cost of claims incurred and reported till the date of
reporting.

Liability for claims "Incurred But Not Reported” (IBNR) is included in the policyholders' liabilities in accordance with the
estimates recommended by the appointed actuary.

ii) Group life and group credit life

Group Life contracts are mainly issued to employers to insure their commitments to their employees as required under the
The Industrial and Commercial Employment (Standing Orders) Ordinance, 1968.

The group life business segment provides coverage to members / employees of business enterprises and corporate
entities, against death and disability under group life assurance schemes issued by the Company. The group credit life
business segment provides coverage to a group of members or subscribers registered under a common platform against
death and disability. The business is written mainly through direct sales force.

Revenue recognition

Premiums are recognised as and when due. In respect of certain group policies the Company continues to provide
insurance cover even if the premium is received after the grace period. Provision for unearned premiums is included in the
policyholders’ liabilities.

Recognition of policyholders’ liabilities

Policyholders’ liabilities included in the statutory fund are determined based on the appointed actuary's valuation
conducted as at the reporting date, in accordance with Section 50 of the Insurance Ordinance, 2000.

K,



b)

c)

=§

Claim expenses
Claim expenses are recognised on the date the insured event is intimated.

Liability for outstanding claims inciudes amounts in relation to unpaid reported claims and is stated at estimated claims
settlement cost. Fuli provision is made for the estimated cost of claims incurred and reported till the date of
reporting.

Liability for claims "Incurred But Not Reported” (IBNR) is included in the policyholders’ liabilities in accordance with the
estimates recommended by the appointed actuary.

Experience refund of premium

Experience refund of premium payable to policyholders’ is included in policyholders' liability in accordance with the policy
of the Company and the advice of the appointed actuary.

Accident and Health Business

Accident and Health Business provides fixed pecuniary benefits or benefits in the nature of indemnity or a combination of
both in case of accident or sickness to individuals. The risk underwritten is mainly related to medical expenses relating to
hospitalisation and death by accidental means. This business is written through direct sales force.

Revenue recognition

Premiums are recognised once the related policies have been issued and the premiums have been received.

Recognition of policyholders’ liabilities

Policyholders’ liabiliies included in the statutory fund are determined based on the appointed actuary’s valuation
conducted as at the reporting date, in accordance with Section 50 of the Insurance Ordinance, 2000.

Claim expenses

Claims expenses are recognised after the date the insured event is intimated and a reliable estimate of the claim amount
can be made.

Liability for outstanding claims includes amounts in relation to unpaid reported claims and is stated at estimated claims
settlement cost. Full provision is made for the estimated cost of claims incurred and reported till the date of reporting.

Liability for claims “Incurred But Not Reported” (IBNR) is included in the policyholders’ liabilites in accordance with the
estimates recommended by the appointed actuary.

Non-unitized Investment Linked Business

Individual Life Non-unitised Investment Linked Business provides life assurance coverage to individuals under universal
life policies issued by the Company. Benefits are exprassed in terms of account value of the policyholder account which is
related to the market value of the underlying assets of the investment fund. The risk underwritten is mainly death and
disability. This business is written through bancassurance channel.

Revenue recognition
First year individual life premiums are recognised once the related policies have been issued and the premium is received.

Renewal premiums are recognised upon receipt of premium. Single premiums are recognised once the related policies
are issued against the receipts of premium.

Recognition of policyholders’ liabilities

Policyholders’ liabilities included in the statutory fund are determined based on the appointed actuary's valuation
conducted as at the reporting date, in accordance with Section 50 of the Insurance Ordinance, 2000.



d)

e)

Claim expense

Claim expenses are recognised on the earlier of the policy expiry or the date when the intimation of the event giving rise to
the claim is received.

Surrender of Non-unitized Investment Linked Business policies is made after these have been approved in accordance
with the Company’s policy.

Liability for outstanding claims includes amounts in relation to unpaid reported claims and is stated at estimated claims
settlement cost. Full provision is made for the estimated cost of claims incurred and reported till the date of reporting.

Liability for claims "Incurred But Not Reported™ (IBNR) is included in the policyholders' liabilities in accordance with the
estimates recommended by the appointed actuary.

Unit Linked Business

Individual Life Unit Linked Business provides life assurance coverage to individuals under unit-linked investment policies
issued by the Company. Benefits are expressed in terms of account value of the policyholder account which is related to
the market value of the underlying assets of the investment fund. Various types of riders (accidental death, family income
benefits etc.) are also sold along with the basic polidies. Some of these riders are charged through deductions from
policyholders fund value, while others are not charged i.e. additional premium is charged there against. The risk
underwritten is mainly death and disability. This businass is written through bancassurance channel and Company's own
agency distribution channel.

Revenue recognition

First year individual life premiums are recognised once the related policies have been issued and the premium is received.
Renewal premiums are recognised upon receipt of premium. Single premiums are recognised once the related policies
are issued against the receipts of premium.

Recognition of policyholders'’ liabilities

Policyholders’ liabilities included in the statutory fund are determined based on the appointed actuary’s valuation
conducted as at the reporting date, in accordance with Section 50 of the Insurance Ordinance, 2000.

Claim expenses

Claim expenses are recognised on the earlier of the policy expiry or the date when the intimation of the event giving rise to
the claim is received.

Surrender of Unit Linked Business policies is made afler these have been approved in accordance with the Company's
policy.

Liability for outstanding claims includes amounts in relation to unpaid reported claims and is stated at estimated claims
settiement cost. Full provision is made for the estimated cost of claims incurred and reported fill the date of reporting.

Liability for claims "Incurred But Not Reported” (IBNR) is included in the policyholders' liabilities in accordance with the
estimates recommended by the appointed actuary.

Individual Family Takaful Unit Linked Business

The Company offers Family Takaful contracts. Family Takaful contract is an arrangement which rests on key Shariah
principles of mutual cooperation, solidarity and well being of a community, and is based on the principles of Wakalah
Wagf Model. Under a Takaful arrangement, individuals come together and contribute towards the common objective of
protecting each other against financial losses by sharing the risk on the basis of mutual assistance.

The obligation of Waqf for Wagf participants’ liabilities is limited to the amount available in the Waqf fund. In case there is
a deficit in the Wagf Fund, the Window Takafu! Operator shall grant an interest free |oan (Qard-e-Hasna) to make good
the deficit. The loan shall be repayable from the future surplus generated in the Wagqf Fund, without any excess of the
actual amount given to it. Repayment of Qard-e-Hasna shall receive priority over surplus distribution to participants from
the Wagf Fund. The detailed disclosures of Window Takaful Operations are presented in note 48.
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The Company offers Unit Linked Takaful Plans which provide Shariah compliant financial protection and investment
vehicle to individual participants. These plans carry cash value, and offer investment choices to the participants to direct
their investment related contributions based on their risk / retum objectives. The investment risk is bome by the
participants.

Revenue recognition

First year individual life contribution are recognised once the related policies have been issued and the contribution is
received. Renewal contribution are recognised upon receipt of contribution. Single contribution are recognised once the
related policies are issued against the receipts of contribution.

Recognition of policyholders® liabilities

Policyholders’ liabilities included in the statutory fund are determined based on the appointed actuary's valuation
conducted as at the reporting date, in accordance with Section 50 of the Insurance Ordinance, 2000.

Claim expenses

Claim expenses are recognised on the earfier of the policy expiry or the date when the intimation of the event giving rise to
the claim is received.

Surrender of Unit Linked Takaful Business policies is made after these have been approved in accordance with the
Company's Policy.

Liability for outstanding claims includes amounts in redation to unpaid reported claims and is stated at estimated claims
settlement cost. Full provision is made for the estimated cost of claims incurred and reported till the date of
reporting.

Liability for claims "incurred But Not Reported” (IBNR) is included in the policyholders' liabilities in accordance with the
estimates recommended by the appointed actuary.

Group Family Takaful Business

Group Life contracts are mainly issued to employers to insure their commitments to their employees as required under the
The Industrial and Commercial Employment {Standing Orders) Ordinance, 1968.

The group life business segment provides coverage to members / employees of business enterprises and corporate
entities, against death and disability under group life assurance schemes issued by the Company. The group credit life
business segment provides coverage to a group of members or subscribers registered under a common platform against
death and disability. The business is written mainly through direct sales force.

Revenue recognition

Contribution are recognised as and when due. In respect of certain group policies the Company continues to provide
insurance cover even if the contribution is received after the grace period. Provision for uneamed contribution is included
in the policyholders’ liabilities.

Recognition of policyholders’® liabilities

Policyholders' liabilities included in the statutory fund are determined based on the appointed actuary’s valuation
conducted as at the reporting date, in accordance with Section 50 of the Insurance Ordinance, 2000.

Claim expenses

Claim expenses are recognised on the date the insured event is intimated.

Liability for outstanding claims includes amounts in relation to unpaid reported claims and is stated at estimated claims
settlement cost. Full provision is made for the estimated cost of claims incurred and reported till the date of
reporting.

Liability for claims "Incurred But Not Reported" (IBNR) is included in the policyholders' liabilities in accordance with the
estimates recommended by the appointed actuary.
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Experience refund of contribution

Experience refund of contribution payable to policyhokders' is included in policyholders' liability in accordance with the
policy of the Company and the advice of the appointed actuary.

Reinsurance / retakaful contracts held

Individual policies (including joint life policies underwritten as such) are reinsured under an individual life reinsurance / retakaful
agreement whereas group life and group credit life policies are reinsured under group life and group credit life reinsurance
agreements respectively.

Conventional
Reinsurance premium

Reinsurance premium ceded is recognised at the same time when the related premium revenue is recognised. It is measured
in line with the terms and conditions of the reinsurance treaties.

Reinsurance recoveries

Reinsurance recoveries from reinsurers are recognised at the same time when the claim is intimated and giving rise to the right
of recovery is recognised in the books of accounts of the Company.

Experience refund

Experience refund receivable from reinsurers is included in the reinsurance recoveries of claims.

Amount due from / to reinsurer

All receivables (reinsurer's share in claims, commission from reinsurer and experience refund) and payables (reinsurance
premium) under reinsurance agreements are recognised on net basis in the Company’s financial statements, only under the
circumstances that there is a clear legal right of off-set of the amounts.

Amounts due from / to reinsurers are carried at cost which is the fair value of the consideration to be received / paid in the
future for services rendered / received, less provision for impairment, if any.

Takaful
Retakaful contribution

These contracts are entered into by the Company with the retakaful operator under which the retakaful operator cedes the
takaful risk assumed during normal course of its business, and according to which the Waqf is compensated for losses on
contracts issued by it.

Retakaful contribution is recorded at the time the retakaful is ceded. Surplus from retakaful operator is recognised in the
Revenue Account.

Retakaful liabilities represent balances due to retakaful operators. Amount payable are calculated in a manner consistent with
the associated retakaful treaties.

Retakaful ceded
Retakaful expenses are recognised as a liability.

Retakaful assets represent balances due from retakaful operator. Recoverable amounts are estimated in a manner consistent
with the associated retakaful treaties.

Retakaful assets are not offset against related retakaful lisbiliies. Income or expenses from retakaful contract are not offset
against expenses or income from related Retakaful contracts as required by the Insurance Ordinance, 2000. Retakaful assets
and liabilities are derecognised when the contractual rights are extinguished or expired.

Receivables and payables relating to insurance contracts

These include amounts due to and due from agents and policyholders' which are recognised when due.
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Loan against life insurance policies

The Company has a policy to provide loans to the policyholders against cash values of their life insurance policies depending
upon their types i.e. unit linked and non-unit linked at the parvailing market interest rate (KIBOR) plus spread. The loan amount
is secured against the cash value of the policyholders and repayable within 3 months.

Statutory funds

The Company maintains statutory funds in respect of each class of life assurance business in which it operates. Assets,
liabilities, revenues and expenses of the Company are referable to the respective statutory funds. However, where these are
not referable to statutory funds, these are allocated to shareholders' fund on the basis of actuarial advice. Apportionment of
assets, liabilities, revenues and expenses, whenever required between funds are made on the basis certified by the appointed
actuary of the Company. Policyholders' liabilities have been included in statutory funds on the basis of the actuarial valuation
carried out by the appointed actuary of the Company on the reporting date as required under Section 50 of the Insurance
Ordinance, 2000.

Policyholders' liabilities
a) Conventional Business

i) Individual life

Policyholders™ liabilities constitute the reserves for basic plans and riders attached to the basic plans and reserves for
IBNR Claims.

Policy reserves pertaining to the primary plans are based on Full Preliminary Term - Net Premium method using SLIC
(2001-05) Individual Life Ultimate Mortality Table and a discounting factor interest rate of 3.75% per annum. This table
reflects the recent mortality experience in Pakistan and in line with the requirements of Circular No: 17 of 2013 issued by
the SECP Insurance Division on September 13, 2013. The interest rate is considerably lower than the actual investment
retum the Company is managing on its conventicnal portfolio. The difference between the above and actual investment
retum is intended to be available to the Company for meeting administrative expense and for providing margins against
adverse deviations. Policy reserves for both waiver of premium and accidental death riders are based on net unearned
premiums.

- Incurred But Not Reported (IBNR) claims

IBNR reserves for riders are held as a percentage of rider premium eamed in the valuation year in view of grossily
insufficient claims experience.

ii) Group life and group credit life

Policy reserves for these plans are based on the uneamed premium method net of allowances made for acquisition
expenses, unexpired reinsurance premium and profit commission. Consideration is also given to the requirement for a
Premium Deficiency Reserve. The reserves also comprise allowance for "Incurred But Not Reported” (IBNR) claims. The
provision for 'Incurred But Not Reported' (IBNR) claims as included in policyholders’ liability is estimated as 14% and 25%
of eamed premium for the year of group life and group credit life respectively. Once sufficient experience of claim
reporting patterns have built up in the Company's books, the appointed actuary of the Company will determine IBNR in
accordance with these claim log pattems for each line of business separately. Appropriate margins will be added to
ensure that the reserve set aside are resilient to changes in the experience.

b) Accident and Health Business
Policy reserves for these plans are based on the unearned premium method.

c¢) Non-unitised Investment Linked Business

Policyholders' liabilities constitute the account value of investment linked contracts as well as non-investment or risk
reserves of these contracts. Risk reserves constitute liabilities held to account for risks such as death and risk only riders
{accidental death and disability, monthly income benefit, waiver of premium, etc.). Reserves for risk only contracts where
premiums are level over the term of the contract are based on the Net Premium Method whereas reserves for age related
risk contracts are based on net uneamed premiums.

- Incurred But Not Reported (IBNR) claims
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IBNR reserves for riders are held as a percentage of rider premium eamed in the vaiuation year in view of grossly
insufficient claims experience.

d) Unit Linked Business

Policyholders' liabilities constitute the fund value of unit linked contracts as well as non-investment or risk reserves of
these contracts. Risk reserves constitute liabilities held to account for risks such as death and risk only riders (accidental
death and disability, monthly income benefit, waiver of premium, etc.). Reserves for risk only contracts where premiums
are level over the term of the contract are based on the Net Premium Method whereas reserves for age related risk
contracts are based on net unearmed premiums.

- Incurred But Not Reported (IBNR) claims

IBNR reserves for riders are held as a percentage of rider premium eamed in the valuation year in view of grossly
insufficient claims experience.

€} Individual Family Takaful Unit Linked Business

Policyholders' liabilities constitute the fund value of unit linked contracts as well as non-investment or risk reserves of
these contracts. Risk reserves constitute liabilities held to account for risks such as death and risk only riders (accidental
death and disability, monthly income benefit, waiver of confribution, etc.). Reserves for risk only contracts where
contribution are level over the term of the contract are based on the Net Premium Method whereas reserves for age
related risk contracts are based on net uneamed contribution.

- Incurred But Not Reported (IBNR) claims

IBNR reserves for riders are held as a percentage of rider contribution eamed in the valuation year in view of grossly
insufficient claims experience.

f) Group Family Takaful Business

Policy reserves for these plans are based on the uneamed contribution method net of allowances made for acquisition
expenses, unexpired retakaful contribution and profit commission. Consideration is also given to the requirement for a
Premium Deficiency Reserve. The reserves also comprise allowance for "Incurred But Not Reported” (IBNR) claims. The
provision for ‘Incurred But Not Reported' (IBNR) claims as included in policyholders' liability is estimated as 14% and 25%
of eamed contribution for the year of group life and group credit life respectively. Once sufficient experience of claim
reporting patterns have buift up in the Company's books, the appointed actuary of the Company will determine IBNR in
accordance with these claim log pattems for each line of business separately. Appropriate margins will be added to
ensure that the reserve set aside are resilient to changes in the experience.

Retirement benefit obligations
Defined benefit plan

The Company operates an approved funded gratuity scheme for all permanent, confirmed and full time employees who have
completed minimum qualifying eligible service period of six months. Contribution to the fund is made and expense is
recognised on the basis of actuarial valuation caried out as at each year end using the Projected Unit Credit Method.

The relevant details relating to the fund are disclosed in note 20. Gratuity is based on employees' last drawn gross salary.
Provisions are made to cover the obligations under the scheme on the basis of actuarial assumptions.

The Company's obligation under the gratuity schemes are determined through actuarial valuations. Actuarial valuations are
conducted annually and the latest valuation was conducted as at December 31, 2020. Service costs are recognised in the
statement of profit or loss in the year in which they occur. Net interest on net defined benefit liability is also recognised in
statement of profit or loss. Net of tax remeasurement comprising actuarial gain / loss, the return on plan assets excluding
interest are recognised in other comprehensive income.

Employees accumulated compensated absences

The Company accounts for the liability in respect of employees accumulated compensated absences in the period in which
they are earmed.
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Acquisition costs

These are costs incurred in acquiring insurance policies / takaful contracts, maintaining such policies / takaful contracts, and
include without limitation all forms of remuneration paid to insurance agents / takaful agents.

Commission and other expenses are recognised as expense in the earlier of the financial year in which they are paid and the
financial year in which they become payable, except that commission and other expenses which are directly referable to the
acquisition or renewal of specific contracts are recognised not later than the period in which the premium to which they refer is
recognised as revenue.

Takaful operator fee

The shareholders of the company manage the Window Takaful Operations for the participants. Accordingly, the Company is
entitled to Takaful Operator's Fee for the management of Window Takaful Operations under the Waqf Fund, to meet its
general and administrative expenses. The Takaful Operator's Fee, termed Wakalah fee, is recognised upfront.

Taxation

income tax expense for the year comprises current and deferred taxation. Income tax expense is recognised in the statement
of profit or loss, except to the extent that it relates to the items recognised directly in equity and other comprehensive income,
in which case it is recognised in equity and other comprehensive income.

Current

Provision for current taxation is based on taxable income for the year determined in accordance with the prevailing laws for
taxation on income earned or minimum turnover tax payable under the Income Tax Ordinance, 2001, whichever is higher. The
charge for current tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for
current tax also includes adjustments, where considered necessary, relating to prior years which arise from assessments
framed / finalised during the year.

Deferred

Deferred taxation is recognised using liability method on all major temporary differences arising between the carrying amounts
of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax liabilities are
recognised for all taxable temporary differences. Deferred tax assets are recognised for all deductible temporary differences to
the extent that it is probable that the temporary differences will reverse in the future and taxable income will be available
against which the temporary differences can be utilised. Deferred tax asset is reduced to the extent that it is no longer probable
that the related tax benefits will be realised. Deferred tax assets and liabilities are measured using the tax rates that are
expected to apply to the period when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the reporting.

Borrowings

Loan obtained under the State Bank of Pakistan (SBP) Refinance Scheme for Payment of Wages and Salaries to the Workers
and Employees was initially recognised at its fair value, which is the present value of future cash outflows discounted using the
prevailing market interest rate of a similar instrument. The differential between the loan proceeds and fair value is recorded as
government grant under IAS 20 “Government Grant” as disclosed in note 3.13.

In subsequent periods, the loan amount would be accreted using the effective interest method. The accreditation would
increase the carrying value of the loan with a corresponding effect on the interest expense for the period.

Deferred government grant

The benefit of interest rate lower than market rate on borrowings obtained under State Bank of Pakistan (SBP) under
Refinance Scheme for Payment of Wages and Salaries to the Workers and Employees of the entity, is accounted for as a
government grant which is the difference between loan received and the fair value of the loan. The differential amount is
recognised and presented in the statement of financial position as deferred government grant.

In subsequent periods, the grant shall be amortised over the period of loan and amortisation shall be recognised and
presented as reduction of related interest expense.
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Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of a past event and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the obligation can be made. Provisions are regularly reviewed and adjusted to reflect the cumrent best estimate,

Other creditors and accruals

Liabilities for creditors and other amounts payable are recognised initially at fair value plus directly aftributable transactions
costs, if any, and subsequently measured at amortised cost.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents include balances with banks, term deposits with original
maturity of three months or iess and cash and stamps in hand and highly liquid short term investments that are subject to an
insignificant risk of changes in their fair value and which are readily convertible into cash.

Investment property

Investment property is the property which is held either to eamn rental income or for capital appreciation or for both, but not for
sale in the ordinary course of business, use in the production or supply of goods or services or for administrative purposes.

Investment property acquired for Investment-linked (unit linked business) statutory fund and it was initially measured at cost
and subsequently at fair value with any change therein recognised in statement of profit or loss.

Cost includes expenditure that is directly attributable to the acquisition of the investment property.

The fair value of investment property is determined by extemal, independent property valuer (K.G. Traders Private Limited)
having appropriate recognised professional qualifications.

Financial instruments

Financial assets

The Company has classified its financial assets on initial recognition into the following categories: at fair value through profit or
loss (held for trading), held to maturity, loans and receivables and available for sale. The classification depends on the purpose
for which the financial assets were acquired.

The Company has classified its income eamned on financial assets categorised at fair value through profit or loss as 'income

from trading investments' while income eamed on financial assets categorised as held to maturity, loans and recelvables and
available for sale as ‘income from non-trading investments'.

a) Financial assets at fair value through profit or loss (held for trading)

Financial assets designated at fair value through profk or loss upon initial recognition include those group of financial
assets which are managed and their performance evaluated on a fair value basis.

b) Held to maturity

Financial assets with fixed or determinable payments and fixed maturity, where management has both the intent and the
ability to hold till maturity.

¢) Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.

d) Available for sale

These are non derivative financial assets that are either designated as in this category or not classified in any of the other
categories.
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Initial recognition and measurement

All financial assets are recognised when the Company becomes a party to the contractual provision of the instrument.
Investments other than those categorised into 'financial assets at fair value through profit or loss' category are initially
recognised at fair value plus transaction costs which are directly attributable to the acquisition of the securities. Financial
assets classified ‘at fair value through profit or loss' are initially recognised at fair value and transaction costs are expensed in
the statement of profit or loss / revenue account. All regular way purchases and sales of investments that require delivery
within the time frame established by regulations or market ¢onvention are recognised at the trade date. Trade date is the date
when the Company commits to purchase or sell the investment.

Subsequent measurement

Financial assets classified as 'at fair value through profit or loss' are subsequently measured at their fair values and gains and
losses arising from changes in fair value are inciuded in the statement of profit or loss / revenue account. Available for sale
investments are subsequently measured at their fair values and gains and losses arising from changes in fair values are
included in other comprehensive income. Any change in the provision for impairment in value of investment is recognised in
the statement of profit or loss / revenue account. Amortisation of premium / discounts on acquisition of investments is carried
out using effective yield method and charged to the statement of profit or loss / revenue account, as appropriate. Investments
classified as held to maturity and loans and receivables are subsequently measured at amortised cost less any impairment
losses, taking into account any discount or premium on acquisition by using the effective interest rate method.

Fair / market value measurements

For investments in quoted equity securities, the market value is determined by using Pakistan Stock Exchange quotations at
the reporting date. For investments in Government securities, the market value is determined using PKRV/PKISRV/PKFRV
rates. The fair market value of term finance certificates / corporate sukuks is as per the rates issued by the Mutual Funds
Association of Pakistan (MUFAP) and the fair value of open ended mutual funds is declared by the relevant fund.

Impairment against financial assets

The Company assesses at each reporting date whether there is objective evidence that a financial asset or a group of financial
assets is impaired. If any such evidence exists for ‘available for sale' financial assets, the cumulative loss - measured as the
difference between the camrying value and the current fair value, less any impairment loss on that financial asset previously
recognised in the statement of profit or loss / revenue account, as the case may be, is taken to the statement of profit or loss /
revenue account, For financial assets classified as ‘loans and receivables’ and 'held to maturity’, a provision for impairment is
established when there is objective evidence that the Company will not be able to collect all amounts due according to the
original terms. The amount of the provision is the difference between the asset's carrying amount and the present value of
estimated future cash inflows, discounted at the original effective interest rate.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or have been
transferred and the Company has transferred substantially alt risks and rewards of ownership.

Offsetting of financial assets and liabilities
Financial assets and financial liabilities are offset and the net amount is reported in the financial statement only when there is a

legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or realise the assets
and settle the liabilities simultaneously.

Financial liabilities

All financial liabilities are recognised at the time the Company becomes a party to the contractual provisions of the instrument.
Financial liabilities are recognised initially at fair value less any directly attribute transaction cost.

Subsequent to initial recognition, these are measured at fair / market value or amortised cost using the effective interest rate
method, as the case may be.

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expired.
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Operating assets
Property and equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated impairment losses, if any, except
for capital work in progress which is stated at cost less impairment losses, if any. All assets having cost exceeding minimum
threshold as determined by the management are capitalised. All other assets are charged in the year of acquisition. Cost
includes expenditure that is directly attributable to the acquisition of the items.

In accordance with the requirements of Islamic Financial Accounting Standard (IFAS) No. 2 for the accounting and financial
reporting of "llarah”, ljarah arrangements are accounted for as 'Assets held under ljarah' whereby the Bank transfers its
usufruct to the Company for an agreed period for an agreed consideration. Assets held by the Company under ijarah are not
recognised in the statement of financial position of the Company. Rental payments made under these ljarah are recognised as
an expense in the Company's statement of profit or loss on a straight line basis over

the ijarah term.

Subsequent costs

Subsequent costs are included in the assets’ carrying amount or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits assoclated with the item will flow towards the Company and the cost of the item can
be measured reliably. All other expenses are charged to the statement of profit or loss / revenue account during the financial
year in which they are incurred.

Depreciation
Depreciation is charged using the straight line method at the rates specified in note 5 to these financial statements.
Depreciation on additions is charged from the month of addition when the asset is available for use while no depreciation is

charged in the month of disposal. When parts of an item of asset have different useful lives, they are accounted for as
separate items in the operating assets.

The assets’ useful lives and depreciation method are reviewed at each reporting date and adjusted, if appropriate.
Gains and losses on disposal
An item of property and equipment is derecognised upon disposal or where no future economic benefits are expected to be

realised from its use or disposal. Gains or losses of an item of property and equipment is recognised in the statement of profit
or loss.

Intangible assets

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and accumulated impairment
losses, if any. Historical cost includes expenditure that is directly atiributable to the acquisition of the items.

Software development cost are capitalized only to the extent where future economic benefits that are to be derived from such
capitalization are expected to flow to the Company.

Subsequent Costs

Subsequent costs are included in the assets' carrying amount or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with them will flow to the Company and the cost of the item can be
measured reliably. All other expenses are charged to the statement of profit or loss / revenue account during the financial
period in which these are incumred.

Amortisation

Intangible assets are amortised using the straight line method over their estimated useful lives (refer note 6). The useful lives
and amortisation method are reviewed and adjusted, if appropriate, at each reporting date .

Intangible assets having an indefinite useful life are stated at acquisition cost less impairment losses, if any.

-
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Capital work in progress

Capital work in progress is stated at cost less impairment loeses. Cost consists of expenditure incurred and advances made in
respect of assets in the course of their construction and installation. Transfers are made to relevant asset category as and
when assets are available for intended use.

Right of use assets

The Company recognised all rental agreements as ‘right of use asset’ where the non cancellable period is more than one year
or where the intention of the Company is to continue with the agreement for forseeable future. At the commencement date of
the lease, the right-of-use asset is initizlly measured at the present value of lease liability. Subsequently, right-of-use asset are
measured at cost less accumulated depreciation and any impairment losses, and adjusted for any remeasurement of lease
liabilities and prepayments. Right of use assets are depreciated on a straight-line basis aver the shorter of its estimated useful
life or the lease term.

Impairment of non financial assets (excluding deferred tax)

Non financial assets are subject to impairment review if there are events or changes in circumstances that indicate that the
camying amount may not be recoverable. If any such indication exists, the Company estimates the recoverable amount of the
assets and the impairment loss, if any. The recoverable amount of an asset Iis the higher of its fair value less costs to sell and
its value in use. Value in use is the present value of future cash flows from the asset discounted at a rate that reflects market
interest rates adjusted for risk specific to the assets. If the recoverable amount of an intangible asset or tangible asset is less
than its camying value, an impairment loss is recognised immediately in the statement of profit or loss / revenue account and -
the carrying value of the asset is reduced by the amount of the loss. A reversal of an impairment loss on intangible / tangible
assets is recognised as it arises provided the increased camying value does not exceed that which it would have been had no
impairment loss been recognised.

Foreign currency translation

Transactions in foreign currencies are translated into the raporting cumrency at the rates of exchange prevailing on the date of
the transaction. Monetary assets and liabilites denominated in foreign currencies are translated into reporting currency
equivalents using the rates of exchange prevailing at each reporting date. Non-monetary assets and liabilities are translated
using exchange rates that existed when the values were determined. Exchange differences on foreign currency translations
are taken to the statement of profit or loss / revenue account.

Other revenue recognition

- Retum on fixed income and government securities are recognised on time proportion basis using the effective interest rate
method.

- Return on deposits and loans to policyholders are recognised on a time proportion basis.
- Dividend income from investments is recognised when the Company's right to receive the dividend is established.

- (Gain or loss on sale of investments is included in the statement of profit or Ioés in the year in which disposal has been
made.

- Gains and losses on disposal of fixed assets are taken to the statement of profit or loss / revenue account in the year in
which they arise.

- All income on investments other than unrealised gain on avaitable for sale investments are included in statement of profit
or loss / revenue account. Unrealised income from available for sale investments are included in other comprehensive
income.

Segment reporting

A segment is a distinguishable component of the Company that is engaged in providing products or services (business
segment) or in providing products or services within a particular economic environment {geographical segment), which is
subject to risks and rewards that are different from those of other segments. The Company’s primary format of reporting is
based on business segments.
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Operating segments are reported in a manner consistent with that provided to the chief operating decision-maker. The chief
operating decision-maker, who is responsible for allocating resources and assessing performance of the operating segments,
has been identified as the Chief Executive Officer.

The Company operates in Pakistan only. The Company has six primary business segments for reporting purposes namely;
GConventional Business, Accident and Health Business, Non-Unitised Investment Linked Business, Unit Linked Business,
individual Family Takaful Business and Group Family Takaful Business. The details of all operating segments are described in
note 3.1 and 3.2 to these financial statements. The Company accounts for segment reporting using the classes or sub-classes
of business (statutory funds) as specified under the Insurance Ordinance 2000 and SEC (Insurance) Rules, 2017 as the
primary reporting format.

Dividend and other appropriations

Dividend and appropriations to reserves except appropriations required by law or determined by the appointed actuary or
allowed by the Insurance Ordinance, 2000 are recognised in the year in which these are approved.

Lease liabilities

The Company recognised all rental agreements as 'finance lease liabilities’ created against right of use of an asset where the
non cancellable period is more than one year or where the intention of the Company is to continue with the agreement for
forseeable future. At the commencement date of the lease, the Company recognises lease liabilities measured at the present
value of the consideration (lease payments) to be made over the lease term. The lease payments are discounted using the
effective rate implicit in the lease, unless it is not readily determinable, in which case the lessee may use the incremental rate
of financing. After the commencement date, the camying amount of lease liabilities is increased to refiect the accretion of
finance cost and reduced for the lease payments made.

Earning Per Share (EPS)

The Company presents basic and diluted eamings per share (EPS) for the shareholders. Basic EPS is calculated by dividing
the profit after tax attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares
outstanding during the year. There are no dilution effect on the EPS and as such these are not presented.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of financial statements in conformity with accounting and reporting standards requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process of applying the Company’s
accounting polices. Estimates and judgments are continually evaluated and are based on historic experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and any future periods affected.

In the process of applying the Company’s accounting policles, management has made the following estimates and judgments
which are significant to the financial statements:

Note

- Pdlicyholders' liabilities and underlying actuarial assumptions 31,36&19

- Determining the residual value and useful lives of fixed assets 3.19,5,6&7

- Retirement benefit abligations 37420

- Investment property 31748

- Taxation and deferred taxation 3.11,21&39

- Lease Liabilities 325822

- Classification and impairment of investments 3.18,9,10,11,12& 13
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7.2

7.3

8.1

2020 2019

Note ----—-- (Rupees in '000) --------
RIGHT OF USE ASSETS
Bancassurance and agency branches 7.2 236,382 351,742
Bancassurance and agency branches - Right of use assets
As at January 01,
Cost 390,438 =
Accumulated depreciation (38,696) 3
Net book value 351,742 -
Year ended December 31,
Opening net book value 351,742 -
Adjustment due to adoption of IFRS 16 - 390,438
Adjustments in Agency branches 7.3 (109,178) -
Additions 37,159 -
Depreciation charged (43,341) (38,696)
Closing net book value 236,382 351,742
As at December 31,
Cost 318,419 390,438
Accumulated depreciation (82,037) (38,696)
Net book value 236,382 351,742

Lease assets comprises of Bancassurance and Agency branches with a lease term of 5 to 7 years.

During the current year the Company reassessed the lease agreements recognised under IFRS 16 of its agency branches.
The Company is of the view that since the agency operations are in the phase of expansion, the branches are frequently
relocated or closed according to business opportunities available and hence, due to this reason, the Company is unsure if these
agency branches will remain operative in the foreseeable future.

2020 2019
Note B (Rupees in '000) --------
INVESTMENT PROPERTY
Opening net book value 876,394 855,394
Unrealised fair value (loss) / gain (21,000) 21,000
Closing net book value 8.1 855,394 876,394

This represents piece and parcel of plot no. 1-A, Main Gulberg, Jail Road, Lahore, measuring 8 Kanal 8 Marla 203 Sq. ft. of a
land bought by the Company for the Unit Linked Investment Business.

Market value of this investment property amounts to Rs. 855.394 million with the forced sale value (FSV) of Rs. 571.2 million
based on a valuation carried out by K.G. Traders (Private) Limited as at December 31, 2020.

Valuation technique

The valuer has arranged enquiries and verifications from various estate agents, brokers and dealers, the location and condition
of the property, size, utilisation, and current trends in prices of real estate including assumptions that ready buyers are available
in the current scenario and analysed through detailed market surveys, the properties that have recently been sold or purchased
or offered / quoted for sale into given vicinity to determine the best estimates of the fair value.

2020 2019
Note -------- (Rupees in '000) ------ --
INVESTMENTS IN EQUITY SECURITIES
Available for sale 9.1 19,413 23,156
Fair value through profit or loss (held for trading) 9.2 7,052,887 7,462,756

7,072,300 7,485,912




9.1 Available for sale

2020 2019
Nots  Cost Permenl Comd cost  Men  vahe
{Rupees in *000)
Related parties 9.1.1 1,360 - 844 1,360 - 1,090
Others .11 19,233 - 18,469 19,182 - 22,066
20,593 - 19,413 20,542 - 23,156

9.1.1 Details of equity securities - available for sale

2020 2019
Carrying Carrying
No. of value in No. of value in
shares Rupees shares Rupees
(000) (000)
Related party
Nishat Power Limited 40,000 944 40,000 1,080
Others
Aisha Steel Mills Limited 3,960 114 3,960 43
Attock Cement (Pakistan) Limited 24,000 3,601 24,000 2,481
Fatima Fertilizer Company Limited 9,000 262 - -
Habib Bank Limited 58,807 5,955 58,807 9,209
K-Electric Limited 130,000 508 130,000 568
Kot Addu Power Company Limited 12,000 326 12,000 378
National Bank of Pakistan 79,062 3,397 79,062 3.423
Pakistan Qilfields Limited 600 239 600 268
Pakistan Petroleum Limited 49 4 49 7
Saif Power Limited 25,000 363 25,000 524
Fauji Foods Limited - - 9,000 239
United Bank Limited 29,400 3,700 29,400 4,838
18,469 22,066
9.2  Fair value through profit or loss (held for trading)
2020 2019
impalrment/  Carrying Impairment / Carrying
Note Cost provision value Cost provision value
{Rupees in '000)
Related parties 921 1,243,287 - 1,251,223 1,913,657 - 1,633,771
Others 9.2.1 7,827,417 - 5,801,664 7,672,526 - 5,828,985
9,070,704 - 7.052,887 9,586,183 - 7,462,756




9.21 Details of equity securities - fair value through profit or less

2020 2019
Carrying .
No. of vair:: in No. of Carrying

shares Rupees shares R value '300
Related party
D.G. Khan Cement Company Limited 738,300 84,594 363,900 27,027
MCB Bank Limited 6,048,331 1,120,635 5,721,100 1,172,482
Nishat Mills Limited 451,900 45,990 800 85
Sui Northem Gas Pipelines Limited 100 4 5700100 434177

1,261,223 1,633,771

Others
Abbot Laboratories (Pakistan) Limited 190,350 143,785 151,800 67,821
Agha Steel Industries Limited 603,500 23,784 - -
AGP Limited 605,000 68,897 6 1
Agriautos Industries Limited 220,400 51,627 341,900 68,380
Aisha Steel Mills Limited 2,500 58 - -
Allied Bank Limited 200 77 2,046,900 195,684
Amreli Steels Limited - - 200 7
Archroma Pakistan Limited 52,650 29,394 - -
Arif Habib Corporation Limited 36,300 1,454 37,386 1,277
Askari Bank Limited 2,464 58 5,329,964 08,818
At-Tahur Limited 5,050 102 150,000 3,143
Attock Petroleum Limited 380,950 127 477 100 37
Attock Refinery Limited 250 46 375 42
Avanceon Limited 2,000 186 - -
Bank Alfalah Limited 4,569,404 161,437 2,697,900 123,294
Bank Al Habib Limited 2,250,394 156,627 4,818,000 366,939
Bank of Puniab Limited 7,611,000 70,554 3,476,500 39,389
Bestway Cement Limited 537,200 86,672 - -
Byco Petroleum Pakistan Limited - - 500 3
Cherat Cement Company Limited 8,591 1,256 88,101 4,674
Cherat Packaging Limited 23 5 262 32
Crescent Steel & Allied Products Limited - - 800 50
Descon Oxychem Limited - - 300,000 7,056
Dewan Cement Limited 13,500 140 13,500 104
Engro Corporation Limited 626,951 192,700 268,730 92,779
Engro Fertilizers Limited 2,000,301 126,479 2,000,000 146,860
Engro Polymer and Chemicals Limited 3,458,669 164,321 7,585,169 251,903
Fatima Fertilizer Company Limited 62,500 1,819 - -
Fauji Cement Company Limited 7,971,500 172,742 - -
Fauiji Fertilizer Company Limited 224,532 24,362 4,004,000 406,132
Fauji Foods Limited - - 6,974,250 132,650
Faysal Bank Limited 1,275 22 - -
GlaxoSmithKline Consumer Healthcare (Pakistan) Limited 369,400 70,862 - -
Gul Ahmed Textile Mills Limited 18,000 662 7.982,300 344 117
Habib Bank Limited 3,258,432 432,849 377,100 59,363
Habib Metropolitan Bank Limited 1,050,000 40,940 1,487,000 54,052
Hascol Petroleum Limited 4,200,000 61,698 - -
Highnoon Laboratories Limited 50,000 29,991 - -
Hi-Tech Lubricants Limited 179,500 7,859 1,704,300 53,072
Honda Atias Cars (Pakistan) Limited 500 164 900 197
Hub Power Company Limited 3,871,473 307,124 2,565,081 239,448

§



2020 2019
Carrying

No. of value in No. of S:I::I?r?
shares Rupees shares

(000) Rupees (000)
Hum Network Limited - - 8,119,500 26,064
ICI Pakistan Limited 59,600 45,301 - -
Indus Motors Company Limited 295,430 353,913 - -
interloop Limited 2,295,735 156,271 8,774 509
International Industries Limited 241 43 74,811 8,292
ittefaq Iron Industries Limited - - 200 2
lttehad Chemicals Limited - - 1,000 23
K-Electric Limited 16,338,000 63,882 10,169,500 44 441
Kohinoor Textile Mills Limited 824 56 337,824 13,199
Kot Addu Power Company Limited 1,809,500 49,218 1,821,000 57,416
Lucky Cement Limited 273,556 190,420 910,100 389,887
Maple Leaf Cement Factory Limited 1,000,422 45,029 1,454,125 33,648
Mari Petroleum Company Limited 239,217 320,508 239,197 313,372 .
Meezan Bank Limited 305,992 31,958 25 2
Millat Tractors Limited 941 1,030 100,626 70,883
Mughal Iron and Steel Industries Limited 377,000 28,550 - -
Murree Brewery Company Limited 280,200 175,803 - -
National Bank of Pakistan 1,000,000 42,960 1,250,000 54,125
National Focds Limited 945,600 206,510 1,272,980 282,614
Nestie Pakistan Limited 12,641 84,252 1,300 10,465
Netsol Technologies Limited - . 1,000 66
Oil and Gas Development Company Limited 2,555,530 265,187 3,780,200 537,998
Orix Leasing Pakistan Limited - - 600 16
Packages Limited 70,900 42,322 750 299
Pak Elektron Limited 4,120,000 165,336 3,000 81
Pak Suzuki Motor Company Limited - - 150 35
Pakistan Oilfields Limited 586,157 231,772 575,870 257,253
Pakistan Oxygen Limited 200 3 - -
Pakistan Petroleum Limited 2,999,013 270,501 3,687,796 505,744
Pakistan Reinsurance Company Limited 7,500 206 7.500 221
Pakistan State Qil Company Limited 986,858 212,471 7,980 1,529
Pakistan Telecommunication Company Limited - - 11,500 108 .
Pioneer Cement Limited 500 52 600 18
Service Industries Limited 4,471 3,729 81,738 63,495
Shezan International Limited - - 1,210 606
Siddigsons Tin Plate Limited 1,847,000 37,993 - -
Sitara Peroxide Limited - - 277,200 9,674
Synthetic Products Enterprises Limited 205,220 8,925 1,564,540 54,602
Systems Limited 90 38 64,790 8,053
Tariq Glass Industries Limited - - 102,500 10,968
Thal Limited 416,100 196,682 507,600 171,684
The Searle Company Limited 697 174 70 183
Tri-Pack Fitms Limited 4,000 651 - -
United Bank Limited 89,466 11,260 875,900 144,086

K 5,801,664 5,828,985




2020 2019

Note (Rupees in '000) ~———
10. INVESTMENTS IN GOVERNMENT SECURITIES
Available for sale 101 790,268 651,837
Fair value through profit or loss (held for trading) 10.2 10,744,824 4,725,800

11,535,092 5,377,637

10.1 Available for sale

Term Maturity year Effective  Amortised  Principal Carrying

yield (%) cost repayment value
{Rupees in '000)
Pakistan Investment Bond 3 Years 2022 9.00 96,125 100,000 101,736
Treasury Bill 1 Year 2021 712 216,760 220,870 216,740
Treasury Bil 6 Months 2021 6.77-7.13 351,154 355,000 351,097
Treasury Bill 3 Months 2021 7.08 120,696 122,000 120,695 -
As at December 31, 2020 784,735 797,870 790,268
As at Dacember 31, 2019 653,269 670,000 651,837

10.1.1 This includes PIB of Rs. 100 million placed with State Bank of Pakistan as per the requirement of section 29 of Insurance
Ordinance, 2000 carrying coupan rate of 9% having maturity period of 3 years and will mature on September 19, 2022.

10.2 Fair value through profit or loss (held for trading)

Effective Amortised Principal Carrying
yield (%) cost repayment value
{Rupees in '000)

Term Maturity year

GOP ljara Sukuk 5 Years 5 Years 2025 6.27 - 8.37 469,790 470,430 464,354
Pakistan Investment Bond (FRB) 10 Years 2028 6.85 50,133 50,000 49,420
Pakistan Investment Bond (FRB) 10 Years 2030 8.11-827 503,883 500,000 499,400
Pakistan Investment Bond (FRB) 2 Years 2022 7.16 498,276 500,000 498,250
Pakistan investment Bond (FRB) 3 Years 2023 712-8.27 2,867,271 2,865,000 2,861,737
Treasury Bill 1 Year 2021 6.74 - 10.67 1,303,538 1,332,500 1,310,144
Treasury Bill 3 Months 2021 7.07-715 4945847 5,011,000 4,946,806
Treasury Bill 6 Months 2021 6.47 114,719 115,000 114,713

As at December 31, 2020 10,753,457 10,843,930 10,744,824

As at December 31, 2019 4,727,450 5,223,302 4,725,800

=%
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2020 2019

Note (Rupees in "000) —~-—
14. INSURANCE / REINSURANCE RECEIVABLES
Due from insurance contract holders - Group 29,997 57,224
Less: provision for impairment of receivables from Insurance contract holders (3,906) -
26,091 57,224
Due from reinsurers 205,993 -
Net insurance / reinsurance receivable 232,084 57,224
15. OTHER LOANS AND RECEIVABLES
Receivable from related parties 20,444 5
Accrued income on investments 122,388 225,473
Security deposits 56,225 34,127
Advance to suppliers - 3,682
Loan to employees - secured 15.1 6,999 6,834
Dividend receivable 15,905 4,155
Receivable against the sale of investment 233,958 -
Other receivables 912 1,888
456,831 276,164

151 This represents interest free loans secured against the gratuity entitlement and are repayable within one year of the

disbursement.
2020 2019
Note {Rupees in '000} ——
16. PREPAYMENTS
Prepaid rent 27,450 10,293
Prepaid miscellaneous expenses 16.1 18,721 27,038
46,174 37,331

164 These include prepayments related to SECP annual supervision fee, insurance and software subscriptions.

2020 2019
Note {Rupees in "000)
17. CASH AND BANK

- Cash in hand 142 343

- Policy stamps 5,796 15,056
5,938 15,399

Cash at bank

- Current accounts 93,859 155,634

- Saving accounts 171 9,855,255 7,089,626
9,949,114 7,245,160

9,955,052 7,260,559

17.4 This camies interest rate ranging from 8% to 13% (201 9: 8% to 14%) per annum.

§



17.

18.

18.

18.

18.

18.

2020 2019
P -- (Rupees in '000) --=--nue-

19.

2 Cash and cash equivalents
Cash and cash equivalents includes the following for the purpose of cash flow statement:
- Cash in hand and policy stamps 5,938 15,399
- Cash at bank 9,949,114 7,245,160
- Term deposits maturing within three months 7,962,000 9,585,000
17,917,052 16,845,559
ORDINARY SHARE CAPITAL
1 Authorized capital
2020 2019 2020 2019
(Number of shares in '000) Note  ---—------ (Rupees in '000) ----------
150,000 150,000 Ordinary shares of Rs. 10 each 1,500,000 1,500,000
2 Issued, subscribed and paid up share capital
2020 2019
(Number of shares in '000)
Ordinary shares of Rs. 10 each
93,549 93,549 fully paid in cash 18.3 &18.4 935,494 935,494
3 Adamjee Insurance Company Limited holds all shares of the Adamjee Life Assurance Company Limited except for the
qualifying shares of the directors.
4 Share capital includes Rs. 498.53 million (2019: Rs. 472.03 million) transferred to the statutory funds.
2020 2019
Note  ---v-e-m-- (Rupees in '000) ------=---
INSURANCE LIABILITIES
Reported outstanding claims (including claims in payment) 19.1 1,174,790 814,321
Incurred but not reported claims 19.2 121,153 54,874
Investment component of unit-linked and account value policies 19.3 44,828,277 35,315,137
Liabilities under individual conventional insurance contracts 19.4 20,242 29,217
Liabilities under group insurance contracts (other than investment linked) 19.5 117,241 128,872
Other insurance liabilities 19.6 753,378 406,242
Gross insurance liabilities 47,015,081 36,748,673
Surplus / (deficit) of Participant Takaful Fund 18,397 (12,720)
Total Insurance liabilities 47,033,478 36,735,953

¥




191

19.2

193

194

19.5

19.6

Reported outstanding claims
Gross of reinsurance

Payable within one year
Recoverable from reinsurers

Net reported outstanding claims

Incurred but not reported claims
Individual life

Gross of reinsurance

Reinsurance recoveries

Net of reinsurance

Group life

Gross of reinsurance

Reinsurance recoveries

Net of reinsurance

Net incurred but not reported claims

Investment component of unit linked and account value policies

Investment component of unit linked policies
Investment component of account value policies

Liabilities under individual conventional insurance contracts

Gross of reinsurance
Reinsurance credit

Net of reinsurance

Liabilities under group insurance contracts (other than investment linked)

Gross of reinsurance
Reinsurance credit

Net of reinsurance

QOther insurance liabilities

Gross of reinsurance
Reinsurance credit

Net of reinsurance

K:

2020 2019
{Rupees in '000) ———
1,326,579 883,486
{151,789) (69,155)
1,174,790 814,331
129,220 42,243
(47,826) (19,624
81,394 22,619
109,567 94,645
69,808 (62,390)
39,759 32,255
121,153 54,874
42,354,812 32,579,678
2,473,465 2,735,459
44,828,277 35,315,137
22,159 31,759
(1,917) (2,542)
20,242 29,217
232,665 312,417
(115,424) (183,545)
117,241 128,872
889,169 535,217
(135,791) (128,975)
753,378 406,242




20.

20.1

20.1.1

20.2

20.2.1

20.2.2

20.2.3

RETIREMENT BENEFIT OBLIGATIONS

As stated in note 3.7, the Company operates a funded gratuity scheme covering eligible employees who have completed
the minimum qualifying eligible service period of six months. The employees are entitled to gratuity on the basis of last
drawn monthly gross salary on normal retirement or on death in service on the number of years of services with the
Company. Contribution to the fund is made and expense is recognized on the basis of actuarial valuations carried out at
each year end using the projected unit credit method.

Responsibility for the governance of the plans, including investment decisions and contribution schedules, lies with the
Board of Trustees. The Company appoints the Trustees and all trustees are employees of the Company. Details of the
Company’s obligation under the staff gratuity scheme determined on the basis of an actuarial valuation carried out by an
independent actuary as at December 31, 2020 under the Projected Unit Credit Method are as follows:

2020 2019

Note ===n-=mneae (Rupees in '000) =---aeeunee
Statement of financial position recongciliation
Present value of defined benefit obligations 20.2.1 178,021 107,094
Fair value of plan assets at December 31 20.2.2 (65,672) (70,068)
Net liability at end of the year 20.24 112,349 37,026
Movement in present value of defined benefit obligations
Present value of defined benefit obligations at beginning of the year 107,094 65,465
Current service cost 20.2.3 35,925 23,330
Interest cost 2023 15,892 10,579
Benefits paid during the year (12,217) (14,106)
Remeasurement loss on obligation:
- due to changes in financial assumptions 20.2.3 31,327 21,826
Present value of defined benefit obligations at end of the year 178,021 107,094
Movement in fair value of plan assets
Fair value of plan assets at beginning of the year 70,068 79,886
Contributions made by the Company to the Fund - -
Interest income on plan assets 20.2.3 9,752 12,138
Benefits paid during the year (12,217) (14,106)
Remeasurement loss on plan assets 2023 (1,931) (7,850)
Fair value of plan assets at end of the year 65,672 70,068
Expense recognised in statement of profit or loss and other

comprehensive income

Current service cost 20.2.1 35,925 23,330
Interest cost 20.2.1 15,892 10,579
Interest income on plan assets 2022 (9,752) (12,138)
Expense for the year recognised in the statement of profit or loss 42,065 21,771
Remeasurement losses on defined benefit obligation 20.2.1 31,327 21,826
Remeasurement loss on fair value of plan assets 2022 1,931 7,850
Amount recognised in the other comprehensive income 33,258 29,676




20.2.4

20.2.5

20.3

20.31

204

20.4.1

2020 2019

Note «—eeeeeee (RUpees in "000)
Net recognised liability
Net liability at beginning of the year 37,026 (14,421)
Net expense recognised in statement of profit or loss 20.2.3 42,065 21,771
Expense recognised in other comprehensive income 20.2.3 33,258 29,676
Contributions made to the Fund during the year - -
Net liability at end of the year 202 _ 112,349 37,026

2021

(Rupees in '000)
Estimated gratuity cost for the year ending December 31, 2021, is as follows:

Current service cost 49,035
Net interest cost 13,856
Total expense to be recognised in statement of profit or loss 62,891

Plan assets comprise of following:

2020 2019
{Rupees in "000) % age (Rupees in '000) % age
Bank balance 40,975 62.39 46,605 66.51
Mutual funds 24,897 37.61 23,463 33.49
Fair value of plan assets at end of the year 5,672 400.00 70,068 100.00

The assets are represented by cash in the scheme’s bank deposit account with Standard Chartered Bank and mutual funds
with MCB Arif Habib Savings and Investments Limited, Al Meezan Investment Management Limited and ABL Asset
Management Limited.

The principal assumptions used in the actuarial valuations carried out as of December 31, 2020, using the ‘Projected Unit
Credit Method', are as follows: :

Gratuity fund
2020 2019
(%)

Discount rate per annum 10.25 11.75

Expected per annum rate of return on plan assets 10.25 11.75

Expected per annum rate of increase in salary level 11.00 11.00
Expected mortality rate LIC 94-96 LIC 94-96
Mortality Mortality

table for males table for males
(rated down by 3  (rated down by 3

years for years for
females) females)
Expected withdrawal rate Age dependent Age dependent

The plans expose the Company to actuarial risks such as:

Salary risks

The risks that the final salary at the time of cessation of service is higher than what was assumed. Since the benefit is
calculated on the final salary, the benefit amount increases similarly.

Discount risks

The risk of volatile discount rates over the funding life of the scheme. The final effect could go either way depending on the
relative of salary increases, timing of contributions, performance of investments and outgo of benefits.

Mortality / withdrawal risks

The risks that the actual mortality / withdrawal experience is different from expected. The effect depends upon the
beneficiaries' service / age distribution and the benefit.



20.5

206

20.7

20.8

20.9

20.10

Investment risks

The risk of the investment underperforming and not being sufficient to meet the liabilities. This is managed by formulating an
investment policy and guidelines based on which investments are made after obtaining approval of trustees of funds.

In case of the funded plans, the investment positions are managed within an Asset-Liability Matching (ALM) framework to
ensure that long-term investments are in line with the obfigation under the retirement benefit plan. The Company actively
monitors how the duration and the expected yield of the investments are matching the expected cash outflows arising from the
retirement benefit obligations. The Company has not changed the process used to manage its risks from previous periods.
Investments are well diversified.

The expected return on plan assets is assumed to be the same as the discount rate (as required by International Accounting
Standard IAS 19). The actual return depends on the assets underlying the current investment policy and their performance.

Expected yields on fixed interest investments are based on gross redemption yields as at the date of financial statement.
Expected return on equity investments reflect long-term real rates of retum experienced in the market.

$ensitivity analysis for actuarial assumptions

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

2020 2019
(Rupees In '000) ——--
Discount rate (1% increase) {(18,161) (9,817)
Discount rate (1% decrease) 21,745 11,674
Future salary increase rate (1% increase) 22,769 12,445
Future salary increase rate (1% decrease) {1%,290) {10,597)

The impact on defined benefit obligation due to increase in Ife expectancy by 1 year would be Rs. 77,935 (2019: Rs.335,000)

The above sensitivity analysis are based on a change in an assumption while holding ali other assumptions constant. In
practice, this is unlikely to occur, and changes in some of the assumptions may be comrelated. When calculating the sensitivity
of the defined benefit obligation to significant assumptions, same method (present value of the defined benefit ¢bligation
calculated with the projected unit credit method at the end of the reporting period) has been applied as when calculating the
gratuity liability.

The weighted average duration of the defined benefit obligation is 13.04 years. Besides the number of employees covered in
the scheme at December 31, 2020 were 1,110 (2019: 1,083).

The expected maturity analysis of undiscounted retirement benefit plan is between 3-4 & 4-5 years and the amount involved is
Nil and Rs. 27.278 million respectively.

Historical Information

2020 2019 2018 2017 2016
{Rupees In "000)
Present value of defined benefit obligation 178,021 107,004 65,465 90,586 61,604
Fair value of pian assets {65,672) {70,068} (79,886) (59,079) {47.057)
Deficit / (surplus) 112,349 37,026 (14,421) 31,507 14,547
2020 2019 2018 2017 2016
Experience adjustment
Experience adjustments on obligation 18% 20% -36% 8% 18%
Experience adjustments on asset -3% -11% -10% -18% 4%

Gratuity cost to be recognised in the statement of profit or loss in the next financial year is not necessarily the amount of the
contribution for that year. Decision about the contribution is made by the Company based on the allowability under the
Insurance Tax Rules, 2002 and the availability of surplus funds, etc.
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22,

221

222

K;

DEFERRED TAXATION
Deferred debits arising due to:
- Fixed assets and intangibles

- Business losses carried forward

- Deficit on revaluation of available for sale invesiments
- Others

Deferred credits arising due to:
- Retained eaming Ledger Account D

- Fixed assets and intangibles
- Surplus on revaluation of available for sale assets

Deferred tax liability

Note

211

2020 2019

{Rupees in '000) ———-——
(27) -
(8,348) (17,933)
. (1,376)
. (29,686
(8,375) (48,995)
214,810 143,144
. 1,891
148 -
214,958 145,035
206,583 96,040

Deferred tax is recorded at the rate 29% as the management expects to transfer profits to shareholder fund in 2024.

LEASE LIABILITIES

Lease liabllities - Movement

Opening balances
Addition during the year

Borrowing cost

Adjustment in agency branches
Repaid during the year

Closing balances

Current portion
Non-current portion

Lease liabilities - Maturity Analysis

The contractual maturity analysis of these is presented below:

Current

- Not later than one year

Non-current

- Later than one year but not later than three years
- Later than three years but not later than five years
- Later than five years

Note

223

2020 2019
(Rupees in "000)
271,436 361,378
361,378 -
37,159 357,355
398,537 357,355
25,266 19,418
423,803 376,773
{92,354) -
{60,013) (15,395)
271,436 361,378
57,871 90,734
213,565 270,844
271,436 361,378
57,871 | | 90,734 |
57,871 90,734
107,807 113,023
59,626 95,362
46,132 62,259
213,565 270,644
271,436 361,378




22,

23.

23.

23.

24.

24,

25,

3

1

During the current year the Company reassessed the lease agreements recognised under IFRS 16 of its agency branches.
The Company is of the view that since the agency operations are in the phase of expansion, the branches are frequently
relocated or closed according to business opportunities avallable and hence, due to this reason, the Company is unsure if

these agency branches will remain operative in the foreseeable future.

BORROWINGS
SBP Refinance Scheme

Movement in borrowings

Opening balances
Recognised during the year

Impact of deferred grant

Repaid during the year
Total borrowings

Current portion

" Non-current portion

2

1

=8

2020

231 164,482

2019
Note  -—-———-- {Rupsees in "000)

158,959

158,959
5,523

164,482

164,482

89,142
75,340

164,482

This loan was obtained under the facility of "Refinance Scheme for Payment of Salaries and Wages to Workers and
Employees” on the basis of SBP circular No. 10 of 2020 for the period of 3 years. The payment of principal will start from

January 2021 on quarterly basis and profit rate is 1% per annum as defined by State Bark of Pakistan (SBP).

DEFERRED GOVERNMENT GRANT
Deferred government grant

Movement in deferred government grant

Opening balances
Deferred grant arises during the year
Amortised during the year

Total deferred government grant

Current portion
Non-current portion

INSURANCE / REINSURANCE PAYABLES

Due to insurance contract holders
Due to reinsurers

Net insurance / reinsurance payable

2020

241 13,807

2019
Note  -————- (Rupees in '000)

19,330
(5,523)

13,807

8,571
5,236

13,807

130,635

125,265

130,635

125,265




26.

27.
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2020 2019
(Rupees in "000) ——rreeeemem
OTHER CREDITORS AND ACCRUALS

Agents commission payable 523,323 408,264
Payable to reiated parties 10,030 15,570
Payable against the purchase of investments 237,167 847,474
Accrued expenses 305,853 215,479
Other tax payable 14,625 11,183

1,090,998 1,497,670

CONTINGENCIES AND COMMITMENTS
Contingencies
Sales tax on life insurance premium

Last year, Sindh Revenue Board (SRB) vide nctification no. SRB 3-4/5/2019 dated May 8, 2019 extended the exemption on
life insurance till June 30, 2019. Subsequent to it, life insurance was made taxable from July 1, 2019 at the rate of 3% and
group life insurance at the rate of 13%. Further, SRB extended exemption on health insurance till June 30, 2020. With effect
from November 1, 2018, the Punjab Revenue Authority (PRA) withdrew its exemption on life and health insurance and made
the same subject to Punjab Sales Tax (PST). The Company collectively through the forum of Insurance Association of
Pakistan (“IAP") had filed a constitutive petition in the Lahare High Court (LHC) and in the High Court of Sindh at Karachi on
September 28, 2019 and November 28, 2019 against PRA and SRB respectively.

According to the grounds of the petition and legal opinion obtained by the Company the Insurance premium does not fall
under the definition of service rather an insurance policy is a financial arrangement, which is in the nature of a contingent
contract, and not a service upon which sales tax can be levied (and that an insurance company is not rendering a service).
The opinion also mentions that vast majority of premium received from a policy holder, during the life of the policy, is in fact
channeled it to the policy holder's investrent account and as such this is critically important in exposing the legal fallacies
embodied in the Rules.

in view of the above the Company has not started billing sales tax to its customers. The amount of sales tax involved is
around Rs. 347.54 million computed on the basis of risk based premium, as per the advice of legal advisor, which
nonetheless the Company maintains, based on the legal view, cannot be levied as the insurance is not a service.

Further subsequent to filing petition, all the provincial tax authorities i.e. SRB, PRA and BRA have called a meeting of the
industry representatives on January 11, 2020 in Karachi to discuss the matters relating to sales tax on premium. The matter
was discussed in details and it was agreed to form a joint committee of the industry representatives as well as from ali the
provincial tax authorities and agreed in the meeting that the sales tax on Life and Health be kept exempt till June 30, 2020
however a formal nofification in this regard has not yet been issued. Further, the committee formed met on February 5, 2020
in Lahore at PRA office to work out the way forward.

Based on the legal opinion obtained the Company considers that it has a reasonably strong case on the merits in the
constitution petition and the writ petition filed in the High Courts. The petition is still pending for hearing.

d



2020 2019

{Rupees in "000)
27.2 Commitments
27.2.1 ljarah rentals
Not later than one year 37.844 22,543
Later than one year and not later than five years 102,066 58,045
139,910 80,588
Commitments represent ljarah rentals for vehicles payable in future period.
28. NET PREMIUM / CONTRIBUTION REVENUE
Gross premiums
Regular premium / contributions individual policies*
- first year 3,169,929 3,638,303
- second year renewal 2,743,961 2,195,775
- subsequent years renewal 5,271,022 4,858,480
Single premium / centributions individual policies* 5,330,905 1,599,794
Group policies without cash values 631,844 670,501
Less: Experience refund (46,774) {33,432)
Total gross premiums / contributions 17,100,887 12,969,421
Less: reinsurance premiums / retakaful contributions ceded
On individual life first year business {33,523) (45,530)
On individual life second year business {25,742) (48,577)
On individual life subsequent renewal business (131,383) (114,825)
On individual life single premium business (5,083) -
On group policies {381,266) (412,104)
Profit commission on reinsurance 13,030 35,765

(563,967) (583,271)

Net premiums / contributions 16,536,920 12,386,150
* Individual policies are those underwritten on an individual basis.

29. INVESTMENT INCOME
Income from equity securities

Dividend Income

Available for sale 602 735
Fair value through profit or loss 366,669 559,167
367,27 559,902
Income from government securities
Available for sale 45,106 35,462
Fair value through profit or loss 1,461,526 824,669
1,506,632 860,131
income from debt securities - fair value through profit or loss
Return on TFCs and Corporate Sukuks 380,360 385,510
Income from term deposit receipts - loans and receivables 338,076 772,662
2,592,339 2,578,205
Tax on dividend under final tax regime (FTR) (5,480) (38,587)

2,586,859 2,539,618

K,,



30. NET REALISED FAIR VALUE GAINS ON FINANCIAL ASSETS

Available for sale
Realised gains on:
- Government securities

Fair value through profit or loss
Realised gains / (losses) on:
- Equity securities
- Govemment securities
- Debt securities
- Mutual funds

31. NET FAIR VALUE GAINS ON FINANCIAL ASSETS
AT FAIR VALUE THROUGH PROFIT OR LOSS - UNREALISED

Net unrealised {losses) / gains on:
- Equity securities
- Government securities
- Debt securities
- Mutual Funds
Total gain
Less: Investment related expenses

32. OTHER INCOME

Return on bank balances
Mark-up on policy loans

Loss on disposal of fixed assets
Others

33. CHANGE IN UNREALISED GAIN
ON AVAILABLE-FOR-SALE FINANCIAL ASSETS

- Equity securities
- Govemnment securities

34. INSURANCE BENEFITS

Gross claims
Claims under individual policies
- by death
- by insured event other than death
- by maturity
- by surrender
Total gross individual policy claims

Claims under group policies

- by death

- by insured event other than death
Total gross group policy claims

Total gross claims

Less: Reinsurance / retakaful recoveries
- on individual life claims
- on group life claims

Net insurance benefit expense

K-.

2020

(Rupees in '000)

2019

- 81
- 81
437,946 13,639
279,234 112,738
(1,240) -
(56,142) (6.806)
659,798 119,571
659,798 119,652
105,610 152,924 -
(8,540) (147)
32,079 (50,242)
711,944 405,471
841,093 508,006
(102,310) (72,609)
738,783 435,397
315,656 395,929 |
3,125 3,028 .
(2,805) (13.073)]
1,107 5916
316,983 391,800
(1,629) 4
7,155 4a75°
5,526 516
{435,108) (296,294)
606 (2.924)
(1,679,897)  (1,347,025):
(4,676,523) __ (4.986,784)
(6,790,920)  (6.633,027).
(651,184) (451,369)
(10,316 18,914
(661,500) (432,455)
(7452,420)  (7,065,482)
143,365 71,781
477,498 277,527
620,863 340,308
(6,831,557)  (6,716,174)
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34.1.41

3413

=%

Claim development table

Individual life claims

Incident year

Estimate of ultimate claim costs:
At the end of accident year

One year later

Two years later

Three years later

Four years later

Current estimate of cumulative claims

Cumulative payments to date

Liability recognised in the statement of
financial position

Group life claims

Incident year

Estimate of ultimate claim costs:
At the end of accident year

One year later

Two years later

Three years later

Four years later

Current estimate of cumulative claims

Cumulative payments to date

Liability recognised in the statement
of financial position

Insurance benefits unclaimed at year end

Unclaimed maturity benefits
Unclaimed death benefits
Unclaimed disability benefits
Claims not encashed

incident reported
2018 2017 2018 2019 2020
{Rupees in '000)
132,626 181,455 173,067 241,150 315,805
202,373 283617 249,642 353,594 -
208,509 294,168 256,334 - -
210,263 294,668 - - -
211,677 - - - -
211,677 294,668 256,334 353,564 315,805
205329 282,693 250,155 307,576 217,651
6,248 11,975 6,179 45,018 98,154
Incident reported
2016 2017 2018 2019 2020
(Rupees in "000)
283,306 413,99 419,307 342,820 563,981
325,000 549,012 531,015 453,118 -
325487 566,060 532,315 - -
325487 557,251 - - -
325,487 - - - -
325487 557,251 532,315 453118 563,981
325487 557,251 532,315 443,533 498,705
- - - 9,585 65,276
Total 14 712 13-24 25-36 Beyond
months  _months _months months 36 months
{Rupees in '000)
851,006 520,977 145,904 180,215 - -
106,558 84,503 20,131 1,119 805 -
106 106 - - - -
60,135 47,311 2,986 5,062 3,813 963
1,017,895 652,897 173,021 186,396 4,618 963




35.

35.1

K,,

ACQUISITION EXPENSES
Remuneration to insurance / takaful intermediaries on individual policies:

- Commiission on first year contributions / premiums

- Commission on second year contributions / premiums

- Commission on subsequent years renewal contributions / premiums
- Commission on single contributions / premiums

- Other benefits to insurance intermediaries

Remuneration to insurance intermediaries on group policies:

- Commission
- Other benefits to insurance intermediaries

Other acquisition costs

- Employee benefit cost

- Traveling expenses

- Information technology expense
- Printing and stationery

- Depreciation

- Depreciation - Right of use asset
- Amortisation

- Rent, rates and taxes

- insurance cost

- Car fuel and maintenance

- Postage

- Electricity, gas and water

- Office repairs and maintenance
- Entertainment

- Training and development

- Marketing cost

- Financial charges

- Legal and professional charges
- Brokerage charges

- Stamp duty

- Medical examination fee

Employee benefit cost inciudes charges for post employment benefit of Rs. 9.36 million.

Note

35.1

2020 2019
{Rupees in "000)
(1,379,956)  (1,627,575)
(147,256) (123,105
{(122,321) (118,629)
{114,036) (33,735)
(357,106) (373,272)
(2121,175)  (2,276,316)
(21 ,9T;J (36,345)
(3,344 (4.423)|
(25,252) (40,768)
(315,913) (179,504)
(1,691) (1,366)
(3,620) (4,449)
(3.257) (1,400)
{19,687) (17,260)
(3,691) (22,034)
{193) (193)
(40,442) (8,560)
(336) (292)
(25,874) (23,832)
(4,717) (3.978)
{9,018) (7.594)
(23,331) {19,800)
{6,509) (4,907)
{1,466) {4,988)
(38,129) (24,382)
(1,156) (11,963)
(608) (176)
- (403)
(44,260} (44,759)
(1,747} (1,754)
(545,845) (383,394)
(2,692,072)  (2,700,478)




36.

36.1

36.2

37.

374

=¥

MARKETING AND ADMINISTRATION EXPENSES

- Employee benefit cost

- Travelling expenses

- Advertisements and sales promotion
- Printing and stationery

- Depreciation

- Depreciation - Right of use asset
- Amortisation

- Rent, rates and taxes

- Legal and professional charges

- Electricity, gas and water

- Entertainment

- Vehicle running expenses

- Office repairs and maintenance

- Appointed actuary fees

- Postages, telegrams and telephone
- Bank charges

- Insurance expenses

- Annual supervision fee

- Provision for doubtful debts

- information technology expenses
- Training and development

- Miscellaneous

Note

36.2

2020

2019

{Rupees in '000) ~——-

(531,308) (472,456)
(9,194) (12,588)
(117,925) (170,845)
{20,507) (21,032)
(28,699) (34,131)
(39,650) (16,660)
(24,332) (24,980)
(5,636) (63,050)
(31,633) (23,884)
(12,452) (13,757)
(5,186) (5,843)
(34,137) (36,028)
(21,741) (21,159)
(9,222) (9,927)
{18,591) (24,448)
(3,101) (2,951)
(2,186) (5.262)
(26,648) (27,564)
(3,906) -
(63,279) (51,136)
{1,868) (9,357)
- (1,247)
{1,011,201)  (1,048,405)

Total number of employees as at December 31, 2020 are 1,810 (2019: 1,144) which includes permanent and contractual
employees. Average number of employees during year ended December 31, 2020 were 1,477 (2019: 909).

Employee benefit cost

Salaries, allowance and other benefits
Charges for post employment benefit

OTHER EXPENSES

Auditor's remuneration
Fee and subscription
Donations

Auditors’ remuneration

Annual audit fee
Half yearly review
Other certifications
Tax services

Out of pocket

Note

374

2020

2019

(Rupees in '000) -

(498,603) (450,685)
(32,705) (21,771)
(531,308) (472,456)
(4,141) (4,180)
{1,212 (3.857)
{1,811} (609)
(7,164) (8,456)
{1,577} (1,502)
(541) (515)
(1,536) (1,624)
(324) (324)
{163) (225)
(4,141) (4,190)




38.

39.

40.

41.

41.1

2020 2019

--------- (Rupees in '000) --------
FINANCE COSTS
Markup on borrowings (1,657) -
Interest expense on lease liabilities (24,110) (7,877)
(25,767) (7.877)
INCOME TAX EXPENSE
For the year
- Current (592) (290)
- Deferred (118,586) (63,785)
(119,178) (64,075)
EARNING PER SHARE
Profit after tax for the year 191,014 217,106
(Number of shares in '000)
Weighted average number of ordinary share outstanding as at year end 93,549 93,549
---------- (Rupees) ---=-==-nn---
Basic earning per share 2.04 2.32
There are no dilutive affect on the basic earnings per share of the Company.
REMUNERATION OF DIRECTORS AND EXECUTIVES
Chief executive Directors Executives
2020 2019 2020 2019 2020 2019
(Rupees in '‘000)
Managerial remuneration - - - - 164,233 126,134
Compensated absence - - - - 9,486 6,365
Bonus - - - - 33,223 20,046
Rent and house maintenance - - - - 65,693 50,454
Utilities - - - - 16,423 12,613
Medical - - - - 13,860 10,714
Conveyance, other allowances and
benefits - - - - 69,471 52,249
- - - - 372,389 278,575
Number of persons 1 1 - - 139 113

No remuneration was paid to CEO during 2020. Cars provided to entitled executives are for private and official use.

Ka



42,

§

RELATED PARTY TRANSACTIONS

The related parties comprise of the parent company, directors, key man
common directors. Related party transactions and balances, including
given below:

Transactions during the year
Holding company

Premium written
Insurance expense
Claims expense
Premises Rental
Rental Income

Assoclated undertakings

Premium written

Claims expense

Commission and other incentives in respect of bancassurance
Profit on bank deposits

Bank charges

Investments purchased

Investments soid

Dividend income

Reinsurance claim recoveries

Reinsurance premium ceded

Other related parties

Premium written
Claims expense
Investment advisor fee
Trustee fee

Transactions with key management personnel

Premium written

Staff retirement benefit plan (gratulty fund)

Charge for the year

Balances outstanding as at the end of the year

Holding company

Premium received in advance
Claims and other payable
Insurance claims receivable
Other receivable

Associated undertakings

Premium due but unpaid
Bank deposits
Investments held
Dividend receivables
Accrued Income
Commission payable
Claims payable
Reinsurance receivable

Other related parties

Premiurm due but unpaid

Remuneration payable for the management of discretionary
investment portfolio

Remuneration payable to trustee

Other receivable / (payable)

Staff retirement benefit plan (gratuity fund)

Payable to gratuity fund

agement personnel, associated undertakings, and entities with
those disclosed elsewhere in these financial statements are

2020 2018
———---Rupees in 600-—---—

5,226 5,139
9,620 16,325
8,000 23,903
39,084 1,436
3,750 2,250
232,107 239,237
185,653 75,304
1,536,137 1,770,676
105,228 269,079
1,832 1,646
5,608,773 5,689,281
4,936,058 4,667,827
91,535 159,273
- 10,680
- 1,906
6,228 8,445
493 459
25,317 16,477
9,450 9,530
351 3,433
75,323 51,447

13 -
3,000 2,913
47 47
3,750 5
7,985 6,526
3,306,935 1,475,870
7,868,307 6,799,087
- 22,814
593 101
453,358 337,441
33,107 2,370
- 1,874
146 3,027
1,849 3,792
968 486
16,604 (892)
112,349 37,026
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43.2

=X

Segmental results by line of business financial year 2020

Income
Gross premiums
- First year individual regular premiums
- Individual renewal premiums
- Individual single premiums
- Group premiums
Total gross premiums

Reinsurance premiums

- Individual

- Group
Total reinsurance premiums
Net premium revenue

Rental income from investment property
Net investment income

Total Net Income
Insurance benefits and expenditures

Insurance benefits net of reinsurance
Management expenses less recoveries

Total insurance benefits and expenditures

Excess of income over insurance benefits and expenditures
Add: Policyholders' liabilities at beginning of year

Less: Policyholders' liabilities at end of year

Surplus / (deficit) for the year

Segmental results by line of business financial year 2019

Income
Gross premiums
- First year individual regular premiums
- Individual renewal premiums
- Individual single premiums
- Group premiums
Total gross premiums
Reinsurance premiums
- Individual
- Group
Total reinsurance premiums

Rental income from investment property
Net investment income

Total Net Income
Insurance benefits and expenditures

Insurance benefits net of reinsurance
Management expenses less recoveries

Total insurance benefits and expenditures

Excess of income over insurance benefits and expenditures
Add: Policyholders' liabilities at beginning of year

Less: Policyholders' liabilities at end of year

Surplus / (deficit) for the year

Inc'h\ﬂf:lual it Other lines of Total current
diskributed business ear
through banks 3
el ({11« 1=T=1- 38 [ 111 ) e —
2,635,876 534,053 3,169,929
7,584,774 430,209 8,014,983
5,209,953 120,952 5,330,905
585,070 585,070
15,430,603 1,670,284 17,100,887
(175,521) (19,817) (195,338)
- (368,629) (368,629)
(175,521) (388,446) (563,967)
15,255,082 1,281,838 16,536,920
3,502 248 3,750
3,943,756 298,626 4,242,382
19,202,340 1,580,712 20,783,052
(6,445,295) (393,336) (6,838,631)
(2,867,706) (856,127) (3,723,833)
(9,313,001)  (1,249,463) (10,562,464)
9,889,339 331,249 10,220,588
34,515,226 1,406,396 35,921,622
(44,046,854) (1,811,834)  (45,858,688)
357,711 (74,189) 283,522
Individual life  Other lines of Total previous
distributed business year

through banks
w=mmmemeeeeeee——— (Rupees in 000)

3,302,698 334,489 3,637,187
6,754,998 340,373 7,095,371
1,526,123 73,671 1,599,794
5 637,069 637,069
11,583,819 1,385,602 12,960,421
(158,474)  (12,693.00) (171,167)
« (412,104) (412,104)
11,425,345 960,805 12,386,150
2,113 137 2,250
3,271,298 211,388 3,482,686
14,698,756 1,172,330 15,871,086
(6,250,728) (473,154)  (6,723,882)
(3,158,253) (690,210)  (3,748,463)
(9,408,981)  (1,063,364)  (10,472,345)
5,289,775 108,966 5,398,741
29,883,684 912,351 30,796,035
(34,515,226)  (1,406,397)  (35,921,623)
658,233 (385,080) 273,153



43.3 Segmental Statement of Financial Position December 31, 2020

&K

Property and equipment
Intangible assets
Right of use asset
Investment property
Investments

Equity securities

Government securities

Debt securities

Term deposits

Mutual funds
Loan secured against life insurance policies
Insurance / reinsurance receivables
Other loans and receivables
Taxation - payment less provision
Deferred tax asset
Prepayments
Cash and bank
Total assets

Insurance liabilities

Retirement benefit obligations

Deferred tax liability

Lease liabilities

Borrowings

Deferred government grant

Premium / contribution received in advance
Insurance / reinsurance payables

Other creditors and accruals

Total liabilities

Property and equipment
Intangible assets
Right of use asset
Investment property
Investments

Equity securities

Government securities

Debt securities

Term deposits

Mutual funds
Loan secured against life insurance policies
Insurance / reinsurance receivables
Other loans and receivables
Taxation - payment less provision
Prepayments
Cash and bank

Total assets

Insurance liabilities

Retirement benefit obligations

Deferred tax liability

Lease liabilities

Premium / contribution received in advance
Insurance / reinsurance payables

Other creditors and accruals

Total liabilities

2020
Statutory Shareholders
Funds Fund Total
(Rupees in "000) ~~=--ermemeeermmmocnccnnen.
- 126,198 126,198
- 39,194 39,194
236,382 236,382
855,394 - 855,394
7,053,933 18,367 7,072,300
11,134,682 400,410 11,535,092
3,380,743 - 3,380,743
7,962,000 - 7,962,000
8,596,989 - 8,596,989
29,912 - 29,912
232,084 & 232,084
398,433 58,398 456,831
267,584 47,490 315,074
- 9,096 9,096
1,340 44,831 46,171
9,666,875 288,177 9,955,052
49,579,969 1,268,543 50,848,512
47,033,478 - 47,033,478
# 112,349 112,349
215,679 - 215,679
- 271,436 271,436
- 164,482 164,482
- 13,807 13,807
325,033 - 325,033
130,635 - 130,635
851,595 239,403 1,090,998
48,556,420 801,477 49,357,897
2019
Statutol Shareholders
Fl.mdsry Fund i
(Rupees in '000)

- 149,924 149,924
- 62,309 62,309
- 351,742 351,742
876,394 - 876,394
7,466,745 19,167 7,485,912
5,060,102 317,535 5,377,637
2,773,969 - 2,773,969
9,585,000 - 9,585,000
5,855,626 - 5,855,626
32,785 - 32,785
57,224 - 57,224
236,370 39,794 276,164
206,049 45,043 251,092
- 37,331 37,331
7,211,761 48,798 7,260,559
39,362,025 1,071,643 40,433,668
36,735,953 - 36,735,953
- 37,026 37,026
143,144 (47,104) 96,040
- 361,378 361,378
261,045 - 261,045
125,265 - 125,265
911,725 585,845 1,497,670
38,177,132 937,245 30,114,377
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45.

45.1

45.1.2

45.1.3

45.1.4

45.1.5

45.1.6

FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES
Financial risk management objectives and policies

The Company is exposed to a variety of financial risks: market risk (comprising currency risk, interest rate risk, and other
price risk), liquidity risk and credit risk in relation to the financial statements on its staterment of financial position. The
Company's overall risk management seeks to minimize polential adverse effects on the Company's financial performance
of such risk.

The Board of Directors has the overall responsibility for the establishment and oversight of the Company's risk
management framework. There are Board Committees and Management Committees for developing risk management
policies and its monitoring.

Market risk

Market risk is the risk that the value of financial instruments will fluctuate as a result of changes in market prices, whether
those changes are caused by factors specific to the individual security, or its issuer, or factors affecting all securities traded
in the market. The Company is exposed to market risk with respect to its investments and with respect to products other
than unit linked products {where the investment risk is passed on to policyholders). The Company limits market risk by
maintaining a diversified portfolic and by continuously monitcring developments in government securities and equities. The
Company, along with minimising market risk by careful diversification in financial assets, also periodically carmies out an
Asset Liability Management (ALM) exercise to match duration of assets and liabilities.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of financial instruments will fluctuate because of
changes in foreign exchange rates.

The Company, at present is not materially exposed to currency risk as majority of the transactions are carried out in
Pakistan Rupees.

Other price risk

Other price risk is the risk that the fair value of future cash flows of financial instruments will fluctuate because of changes
in market prices (other than those arising from interest ra® risk or currency risk), whether those changes are caused by
factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded
in the market.

Equity price risk

The Company's listed securities are susceptible to market price risk arising from uncertainties about the future value of
investment securities. The Company limits market risk by maintaining a diversified portfolio. In addition, the Company
actively monitors the key factors that affect stock market.

Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial liabilities
that are setfied by delivering cash or another financial asset. Liquidity risk arises because of the possibility that the

Company could be required to pay its liabilities earlier than expected or it encounters difficulty in raising funds to meet
commitments associated with financial liabilities as they fall due.

The Company is maintaining sufficient liquid assets both in the form of cash deposits and liquid securities to meet its long
term and short term cash requirements.

Credit risk

Credit risk is the risk which arises with the possibility that one party to a financial instrument will fail to discharge its
obligation and cause the other party to incur a financial loss.
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Concentration of credit risk arises when a number of counfer parties have similar types of business activities. As a result,
any change in economic, political or other conditions woukl affect their ability to meet contractual obligations in a similar
manner. Major credit risk arises in credit exposure to group life policyhoiders on account of premiums due but unpaid and
on bank balances.

The management monitors exposure to credit risk through regular review of credit exposure and assessing credit
worthiness of counter parties.

The credit quality of the Company's bank balances (including Term Deposits) can be assessed with reference to external
credit ratings as follows:

Ratings of Banks*
2020 2019

{Rupees in '000) ——

A 1,510,811 801,829
A- 21,486 600,878
A+ 609,184 647,883
AA 888,496 1,639,407
AA+ 410,752 3,679,930
AAA 14,470,385 9,460,233

17,911,114 16,830,160

*Rating of banks performed by PACRA and VIS Credit Rating Company.

The credit quality of Company’s exposure on TFCs and Corporate Sukuks can be assessed with reference to rating issued
by rating agency as follows:

Issuer of TFC's / Corporate Sukuks ** Rating 2020 2019
{Rupees in '000)

Askari Bank Limited AA+ 199,040 299,979
Aspin Pharma (Private) Limited A 49,593 65,6800
Bank Al Habib Limited AA+ 178,788 194 655
Bank Alfalah Limited - 167,114
Bank of Punjab Limited AA 589,004 580,430
Dawood Hercules Limited AA 456,172 584 617
Dubai Islamic Bank Pakistan Limited AA 59,622 58,058
Engro Polymer & Chemicals Limited AA 91,935 01,238
Ghani Chemical Industries Limited A- 25,123 29,250
Habib Bank Limited AAA 108,894 56,810
International Brands Limited AA 64,659 84,458
Jahangir Siddiqui Limited AA+ 123,656 148,802
Meezan Bank Limited AA+ 809,627 289,786
Pakistan Energy Limited AA+ 452,700 -
Soneri Bank Limited AA- 49,430 49,820
TPL Tracker Limited A+ 22,500 23,352

3,280,743 2,723,969

**Rating of issuers of TFCs and Corporate Sukuks performed by PACRA and VIS Credit Rating Company.
Investment in Government securities are not exposed to any credit risk.

The management monitors exposure to credit risk in premium receivable from group clients through regular review of credit
exposure and makes provision for doubtfu! premium receivables based on prudent estimates.
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46.1

48.1.1

=31

INSURANCE RISK AND MANAGEMENT OF INSURANCE RISK
Conventional business
individual Life

The risk underwritten is mainly death and sometimes disability. The risk of death and disability will vary in degree by age,
gender, occupation, income group and geographical locatien of the assured person. The Company's exposure to poor risks
may lead to unexpectedly high severity and frequency in claims’ experience. This can be a result of anti-seiection,
fraudulent claims, a catastrophe or poor persistency. The Company may also face the risk of poor investment retum,
inflation of business expenses and liquidity issues on amount invested in the fund. The Company faces the risk of
underpricing particularly due to the fact that majority of these contracts are long term. Additionally, the risk of poor
persistency may result in the Company being unable to recover expenses incurred at policy acquisition.

The Company manages these risks through its underwriting, reinsurance, claims handling policy and other related controls.
The Company has a well defined medical underwriting policy and avoids selling policies to high risk individuals. This puts a
check on anti-selection. The need for profit testing is reviewed on an annual basis to ensure reasonableness of premiums
charged. Reinsurance contracts have been purchased by the Company to limit the maximum exposure on any one insured
person. The Company is developing and intends to eventually have a good spread of business throughout the country
thereby ensuring diversification of geographical risks. To avoid poor persistency the Company applies quality controls on
the standard of service provided to policyholders and has placed checks to control mis-selling and to track improvements in
the standard of service provided to policyholders. For this, a regular monitoring of lapsation rates is conducted. On the
claims handiing side, the Company has procedures in place to ensure that payment of any fraudulent claims is avoided. For
this, Claims Committee with variable materality limits review all claims for verification and specific and detailed
investigation of all apparently doubtful claims (particularly of high amounts) is conducted. Further, all payments on account
of claims are made after necessary approval of relevant authority as per policy of the Company. The Company maintains
adequate liquidity in its fund to cater for a potentially sudden and high cash requirement.

Frequency and severity of claims

The Company measures concentration of risk by geographical area. Concentration of risk is not cumently a factor of
concem as the business is developing and aims to achieve a spread of risks across various parts of the country.

However, undue concentration by amounts could have an impact on the severity of benefit payments on a portfolio basis.

The table below presents the concentration of insured benefits across five bands of insured benefits per individual life
assured. The benefit insured figures are shown gross and net of the reinsurance confracts described above.

The amounts presented are showing total exposure of the Company including exposure in respect of riders attached to the
main policies.

Benefits assured per life

Sum assured at the end of 2020
Total benefits assured
Rupees Before reimsurance After reinsurance
(Rupees in "000) Percentage (Rupees in '000) Percentage

0-200,000 3,862 10.30% 3,244 17.52%
200,000 - 400,000 4,918 13.12% 2,920 15.77%
400,001 - 800,000 5,980 15.95% 2,771 14.97%
800,001 - 1,000,000 6,158 16.42% 4,472 24.16%
More than 1,000,000 16,576 44.21% 5,106 27.58%
Total 37,494 18,513




e) Sensitivity analysis

After reinsurance, the overall liability for individual life conventional business stands at less than 1% of the total
policyholder liability held in respect of individual life business. Due to its immateriality, sensitivity analysis has not been
conducted.

Group Life

The main risk written by the Company is mortality. The Company may be exposed to the risk of unexpected claim severity
or frequency. This can be a result of writing business with higher than expected mortality (such as mining or other
hazardous industries), writing high cover amounts without adequate underwriting, difficulty of verification of claims,
fraudulent claims or a catastrophe. The Company also faces risk such as that of underpricing fo acquire business in a
competitive environment and of non-receipt of premium in due time. There also exists a potential risk of asset liability term
mismatch due to liabilities being very short term in nature.

The Company manages these risks through underwriting, reinsurance, effective claims handling and other related controls.
The Company has a well defined medical underwriting policy and avoids writing business for groups with overly hazardous
exposure. Pricing is done in line with the actual experience of the Company. The premium charged takes into account the
actual experience of the client and the nature of mortality exposure the group faces. The Management undertakes to write
business in line with the limits set by the appointed actuary, especially for large groups having a group assurance policy
with annual premium of Rs. 2 million or above in accordance with the requirements of Circular 11 of 2013 dated June 14,
2013. The Company also maintains a Management Information System (MIS) to track the adequacy of the premium
charged. Reinsurance contracts have been purchased by the Companty to limit the maximum exposure to any one life. The
Company ensures writing business with good geographical spread and tries to maintain a controlled exposure to large
groups which generally have poor experience. Writing business of known hazardous groups is also avoided. On the claims
handling side, the Company ensures that payment of any fraudulent claims is avoided. For this, Claims Committee with
variable materiality limits review all claims for verification and specific and detailed investigation of all apparently doubtful
claims (particularly of high amounts) is conducted. Strict monitoring is in place at the Board of Directors level in order to
keep the outstanding balances of premium at a minimum, especially the ones that are due for more than 90 days. The bulk
of the assets held against liabilities of this line of business are cash to money market with short durations and high liquidity,
thus mitigating the risk of asset value deterioration and liabllity mismatch.

a) Frequency and severity of claims

The Company measures concentration of risk by geographical area. Concentration of risk is not currently a factor o
concern as the business is developing and aims to achieve a spread of risks across various parts of the country.

The table below presents the concentration of insured benefits across five bands of insured benefits per individual life
assured. The benefit insured figures are shown gross and net of the reinsurance contracts described above.

The amounts presented are showing total exposure of the Company including exposure in respect of riders attached tc
the main policies.

Benefits assured per client

Sum assured at the end of 2020
Total benefits assured
Rupees Before reinsurance After reinsurance
(Rupees in '000) Percentage (Rupees in '000) Percentage

0-500,000 50,628,936 10.44% 31,519,652 24.57%
500,001-1,000,000 39,602,826 8.17% 22,742,636 17.73%
1,000,001-1,500,000 26,208,190 5.40% 11,812,300 9.21%
1,500,001-2,000,000 31,649,728 6.53% 10,347,750 8.07%
More than 2,000,000 336,844,640 69.46% 51,844,196 40.42%
Total 484,934,320 128,266,534
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Benefits assured per life

Sum assured at the end of 2019
Total benefits assured
Rupees Before reinsurance After reinsurance
{Rupees in '000) Percentage (Rupees in "000) Percentage

0-200,000 14,013 39.57% 3,807 39.57%
200,000 - 400,000 5,605 16.83% 1,523 15.83%
400,001 - 800,000 4,841 13.67% 1,316 13.67%
800,001 - 1,000,000 510 1.44% 138 1.43%
More than 1,000,000 10,446 29.50% 2,838 29.50%
Total 35,415 9,621

a) Sources of uncertainty in the estimation of future benefit payments and premium receipts

Uncertainty in the estimation of future benefit payments and premium receipts for long-term conventional assurance
contracts arises from the unpredictability of long-term changes in overall levels of mortality and morbidity incidence
rates.

b) Factors impacting future benefit payments and premium receipts are as follows:

The Company assumes the expected mortality to vary between 80% and 120% of SLIC (2001-05) since the current
experience for this line of business is not credible. Morbidity incidence rates are taken as a percentage of reinsurer's risk
premium rate.

Persistency: The Company exercises a periodic analysis on recent and historic experience and persistency is calculated
by applying statistical methods. Persistency rates vary by products and more importantly the sales distribution channel.
An allowance is then made for any trend in the data to arrive at best estimate of future persistency rates for each sales
distribution channel,

c) Process used to decide on assumptions

For long-term conventional assurance contracts, long-term assumptions are made at the inception of the confract.
Keeping the statutory minimum reserving basis in view, the Company determines assumptions on future mortality,
morbidity, persistency, administrative expenses and investment returns. At regular intervals, profit testing is conducted
on main policies. Assumptions used for profit testing of the main policies are as follows:

- Mortality: The Company assumes the expected mortality to vary between 80% and 120% of SLIC (2001-05) since the
current experience for this line of business is not credible.

- Persistency: The Company exercises a periodic analysis on recent and historic experience and persistency is calculated
by applying statistical methods. Persistency rates vary by products and more importantly the sales distribution channel.
An allowance is then made for any trend in the data to arrive at best estimate of future persistency rates for each sales
distribution channel.

- Expense levels and inflation: A periodic study is conducted on the Gompany’s current business expenses and future
projections to calculate per policy expenses. Expense inflation is assumed in line with assumed investment retumn.

- Investment retumns: The investment retums are based on the historic performance of the assets and asset types
underiying the fund.

d) Changes in assumptions

There are no changes in assumptions,
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Benefits assured per life Sum assured at the end of 2019
Total benefits assured

Rupees Before reinsurance After reinsurance

(Rupees in '000) Percentage {Rupees in '000) Percentage
0-500,000 - 0.000% - 0.000%
500,001-1,000,000 - 0.000% - 0.000%
1,000,001-1,500,000 - 0.000% - 0.000%
1,500,001-2,000,000 - 0.000% - 0.000%
More than 2,000,000 592,761,889 100.000% 204,301,760 100.000%
Total 592,761,889 204,301,760

b) Sources of uncertainty in the estimation of future benefit payments and premium receipts

Other than conducting a liability adequacy for Unexpired Risk Reserves (URR), there is no need to estimate mortality for
future years because of the short duration of the contracts.

¢) Process used to decide on assumptions

Industry experience, the insured group’s own past experience and reinsurer risk rates are used to defermine the
expected level of risk in relation to the SLIC (2001-05) Individual Life Uitimate Mortality Table.

d) Changes in assumptions
There are no changes in assumptions.
e) Sensitivity analysis

After reinsurance, the net unearned premium reserve for this business stands at less than 1% of the total policyholders
liability. This liability will be on the Company's books for under a year. Due to its immateriality, a sensitivity analysis has
not been conducted.

Non unitised Investinent Linked Business

The risk underwritten is mainly death and sometimes disabifity and/or critical iliness. The risk of death and disability will vary
in degree by age, gender, occupation, income group and geographical location of the insured person. The Company's
exposure to poor risks may lead to unexpectedly high severity and frequency in claims' experience. This can be a result of
anti-selection, fraudulent claims, a catastrophe or poor persistency. The Company may aiso face the risk of poor
investment return, inflation of business expenses and liquidity issues on monies invested in the fund. The Company faces
the risk of underpricing particularly due to the fact that these contracts are long term. Additionally, the risk of poor
persistency may result in the Company being unable to recover expenses incurred at policy acquisition.

The Company manages these risks through its underwriting, reinsurance, claims handling policy and ather related controls.
The Company has a well defined medical underwriting policy and avoids selling policies to high risk individuals. This puts a
check on anti-selection. The need for profit testing is reviewed on an annual basis to ensure reasonableness of premiums
charged. Reinsurance contracts have been purchased by the Company to limit the maximum exposure on any one insured
person. The Company is developing and intends to eventually have a good spread of business throughout the country
thereby ensuring diversification of geographical risks. To avoid poor persistency the Company applies quality controls on
the standard of service provided to policyholders and has placed checks to control mis-selling and to track improvements in
the standard of service provided to policyholders. For this, a regular monitoring of lapsation rates is conducted. On the
claims handling side, the Company has procedures in place to ensure that payment of any fraudulent claims is avoided. For
this, Claims Committee with variable materiality limits review all claims for verification and specific and detailed
investigation of ell apparently doubtful claims (particularly of high amounts) is conducted. The Company maintains
adequate liquidity in its fund to cater for a potentially sudden and high cash requirement. Further, all payments on account
of claims are made after necessary approval of relevant authority as per policy of the Company. The Company reserves the
right to review the charges deductible under the contracts, thus limiting the risk of under pricing.
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a) Frequency and severity of claims

The Company measures concentration of risk by geographical area. Concentration of risk is not currently a factor of
concern as the business is developing and aims to achieve a spread of risks across various parts of the country.

However, undue concentration by amounts could have an impact on the severity of benefit payments on a portfolio
basis.

The Company charges for mortality risk on a monthly basis for all insurance contracts. It has the right to alter these
charges based on its mortality experience and hence minimises its exposure to mortality risk. Delays in implementing
increases in charges and market or regulatory restraints over the extent of the increases may hinder its mitigating effect.
The Company manages these risks through its underwriting strategy and reinsurance arrangements,

The table below presents the concentration of insured benefits across five bands of insured benefits per individual life
assured. The benefit insured figures are shown gross and net of the reinsurance contracts described above.

The amounts presented are showing total exposure of the Company including exposure in respect of riders attached to
the main policies.

Benefits assured per life Sum assured at the end of 2020
Total benefits assured
Rupees Before reinsurance After reinsurance
{Rupees in '000) Percentage (Rupees in '000) Percentage
0-200,000 72,699 4.29% 22,174 4.66%
200,000 - 400,000 246,330 14.52% 76,304 16.03%
400,001 - 800,000 549,367 32.38% 168,241 35.35%
800,001 - 1,000,000 505,842 29.82% 153,503 32.25%
More than 1,000,000 322,245 18.99% 55,766 11.72%
Total 1,696,483 475,988
Benefits assured per life Sum assured at the end of 2019
Total benefits assured
Rupees Before reinsurance After reinsurance
(Rupees in '000) Percentage (Rupees in "000) Percentage
0-200,000 227,510 8.91% 69,243 10.13%
200,000 - 400,000 297,182 11.64% 91,405 13.37%
400,001 - 800,000 718,533 28.14% 217,492 31.81%
800,001 - 1,000,000 740,372 29.00% 223,161 32.64%
More than 1,000,000 569,440 22 30% 82,441 12.06%
Total 2,553,037 683,742

b} Sources of uncertainty in the estimation of future benefit payments and premium receipts

Uncertainty in the estimation of future benefit payments and premium receipts for long-term non-unitised investment
linked assurance contracts arises from the unpredictability of long-term changes in overall levels of mortality and
morbidity of the insured population and variability in policyholders' behaviour.

Factors impacting future benefit payments and premium receipts are as follows:

- Mortality: The expected mortality is assumed to vary between 80% and 120% of SLIC (2001-05) since the current
experience for this line of business is not credible.

- Persistency: The Company exercises a periodic analysis on recent and historic experience and persistency is calculated
by applying statistical methods. Persistency rates vary by products and more importantly the sales distribution channel.
An allowance is then made for any trend in the data to arrive at best estimate of future persistency rates for each sales
distribution channel.
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¢) Process used to decide on assumptions

For long-term non-unitised investment linked assurance contracts, assumptions are made in two stages. At inception of
the contract, the Company determines assumptions on future mortality, morbidity, persistency, administrative expenses
and investment returns. At regular intervals, profit testing is conducted on main policies. Assumptions used for profit
testing of the main policies are as follows:

- Mortality: The Company assumes the expected mortality to vary between 80% and 120% of SLIC (2001-05) since the
current experience for this line of business is not credible.

- Persistency: The Company exercises a periodic analysis on recent and historic experience and persistency is calculated
by applying statistical methods. Persistency rates vary by products and more importantly the sales distribution channel.
An allowance is then made for any trend in the data to arrive at best estimate of future persistency rates for each sales
distribution channel.

- Expense levels and inflation: A periodic study is conducted on the Company's cumrent business expenses and future
projections to calculate per policy expenses. Expense infation is assumed in line with assumed investment retumn.

- Investment retums: The investment returns are based on the historic performance of the assets and asset types
underlying the fund.

d) Changes in assumptions
There are no changes in assumptions.
@) Sensitivity analysis

Periodic sensitivity analyses of the Company's in-force business determine whether any reserve needs to be created or
product prices for new business need to be revised in light of changing or anticipated changes in experience from that
expected when pricing the existing book of business. The current nature, volume and age of in-force business does not
require a detailed sensitivity analysis at this stage.

Unit Linked Business

The risk underwritten is mainly death and sometimes disability and/or critical illness. The risk of death and disability will vary
from regicn to region. The Company may get exposed to poor risks due to unexpected experience in terms of claim severity
or frequency. This can be a result of anti-selection, fraudulent claims, a catastrophe or poor persistency. The Company may
also face the risk of poor investment return, inflation of business expenses and liquidity issues on monies invested in the
fund. The Company faces the risk of underpricing paricularly due to the fact that these contracts are long term.
Additionally, the risk of poor persistency may result in the Company being unable to recover expenses incurred at policy
acquisition.

The Company manages these risks through its underwriting, reinsurance, claims handling policy and other related controls.
The Company has a well defined medical underwriting policy and avoids selling policies to high risk individuals. This puts a
check on anti-selection. The need for profit testing is reviewed on an annual basis to ensure reasonableness of premiums
charged. Reinsurance contracts have been purchased by the Company to limit the maximum exposure on any one
policyholder. The Company has a good spread of business throughout the country thereby ensuring diversification of
geographical risks. To avoid poor persistency the Company applies quality controls on the standard of service provided to
policyholders and has placed checks to curb mis-selling and improvement in standard of service provided to the
policyholders. For this, a regular branch wise monitoring of lapsation rates is conducted. On the claims handling side, the
Company has procedures in place to ensure that payment of any fraudulent claims is avoided. For this, Claims Committee
with variable materiality limits review all claims for verification and specific and detailed investigation of all apparently
doubtful claims (particularly of high amounts) is conducted. The Company maintains adequate liquidity in each unit fund to
cater for potentially sudden and high cash requirement. Further, all payments on account of claims are made after
necessary approval of relevant authority as per policy of the Company. The Company reserves the right to review the
charges deductible under the contracts, thus limiting the risk of under pricing.

Frequency and severity of claims

The Company measures concentration of risk by geographical area. Concentration of risk is not currently a factor of
concern as the business is developing and aims to achieve a spread of risks across various parts of the country.
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However, undue concentration by amounts could have an impact on the severity of benefit payments on a portfolio basis.

The Company charges for mortality risk on a monthly basis for all insurance contracts. It has the right to alter these charges
based on its mortality experience and hence minimises its exposure to mortality risk. Delays in implementing increases in
charges and market or regulatory restraints over the extent of the increases may hinder its mitigating effect. The Company
manages these risks through its underwriting strategy and reinsurance arrangements.

The table below presents the concentration of insured benefits across five bands of insured henefits per individual life
assured. The benefit insured figures are shown gross and net of the reinsurance contracts described above.

The amounts presented are showing total exposure of the Company including exposure in respect of riders attached to the
main policies.

Benefits assured per life Sum assured at the end of 2020
Total benefits assured
Rupees Before reinsurance After reinsurance
{Rupees in '000) Percentage (Rupees in '000) Percentage
0-200,000 2,897,364 262% 2,248,696 3.69%
200,000 - 400,000 14,087,312 12.75% 11,201,286 18.39%
400,001 - 800,000 29,372,875 26.58% 22,386,891 36.75%
800,001 - 1,000,000 27,231,334 24.65% 15,180,826 24.92%
More than 1,000,000 : 36,900,887 33.40% 9,893,933 16.24%
Total 110,489,772 60,911,632
Benefits assured per life Sum assured at the end of 2019
Total benefits assured
Rupees Before reinsurance After reinsurance
(Rupees in '000) Percentage (Rupees in '000) Percentage
0-200,000 9,153,325 8.29% 5,636,878 10.02%
200,000 - 400,000 12,522,371 11.34% 9,121,989 16.22%
400,001 - 800,000 27,073,353 2451% 18,911,051 33.63%
800,001 - 1,000,000 27,210,735 24.63% 14,001,825 24 .90%
More than 1,000,000 34,506,808 31.24% 8,560,398 15.22%
Total 110,466,592 56,232,141

a) Sources of uncertainty in the estimation of future benefit payments and premium receipts

Uncertainty in the estimation of future benefit payments and premium receipts for long-term unit linked insurance
contracts arises from the unpredictability of long-term changes in overall levels of mortality and wvariability in
policyholder's behaviour.

b) Factors impacting future benefit payments and premium receipts are as follows:

Mortality: The expected mortality is assumed to vary between 80% and 120% of SLIC (2001-05) since the current
experience for this line of business is not credible.

Persistency: The Company exercises a periodic analysis on recent and historic experience and persistency is calculated
by applying statistical methods. Persistency rates vary by products and more importanily the sales distribution channel.
An allowance is then made for any trend in the data to amive at best estimate of future persistency rates for each sales
distribution channel.

c) Process used to decide on assumptions

For long-term unit linked insurance contracts, assumptions are made in two stages. At inception of the contract, the
Company determines assumptions on future mortality, persistency, administrative expenses and investment returns. At
regular intervals, profit testing is conducted on main poficies. Assumptions used for profit testing of the main policies are
as follows:
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Mortality: The Company assumes the expected mortality to vary between 80% and 120% of SLIC (2001-05) since the
current experience for this line of business is not credible.

Persistency: The Company exercises a periodic analysis on recent and historic experience and persistency is calculated
by applying statistical methods. Persistency rates vary by products and more importantly the sales distribution channel.
An allowance is then made for any trend in the data to amive at best estimate of future persistency rates for each sales
distribution channel.

Expense levels and infiation: As the business is new, estimates from business projections have been used. Once
established, a periodic study will be conducted on the Company's current business expenses and future projections to
calculate per policy expenses. Expense infiation is assumed in line with assumed investment return.

Investment returmns: The investment returns are based on the historic performance of the assets and asset types
underlying the fund.

d) Changes in assumptions
There are no changes in assumptions.
€) Sensitivity analysis

Periodic sensitivity analyses of the Company's in-force business determine whether any reserve needs to be created or
product prices for new business need to be revised in light of changing or anticipated changes in experience from that
expected when pricing the existing book of business. The current nature, volume and age of in-force business does not
require a detailed sensitivity analysis at this stage.

Individual Family Takaful Unit Linked Business

The risk covered is mainly death and sometimes disability and / or critical iliness. The risk of death and disability will vary
from region to region. The PTF may get exposed to poor rieks due to unexpected experience in terms of claim severity or
frequency. This can be a result of anti-selection, fraudulent claims, a catastrophe or poor persistency. The PTF may also
face the risk of poor investment retumn, and liquidity issues on monies invested in the fund. The PTF faces the risk of
inadequacy of the Mortality Charge (Takaful Contribution) particularly due to the fact that these contraclts are long term.
Additionally, the risk of poor persistency can lead to an impact on the size of the PTF. A larger PTF may aliow for a greater
degree of cross subsidization of Mortality Risk, increasing the probabiiity of convergence between actual and expected
Mortality experience.

The Company manages these risks through its underwriting, retakaful, claims handling policy and other related controls.
The Company has a well defined medical underwriting policy and avoids issuing cover to high risk individuals. This puts a
check on anti-selection. The need for profit testing is reviewed on an annual basis to ensure reasonableness of contribution
charged for risk underwritten by the PTF. Retakaful contracts have been purchased by the Company to limit the maximum
exposure on any one participant. The Company has a goad spread of business throughout the country thereby ensuring
diversification of geographical risks. To avoid poor persistency, the Company applies quality controls on the standard of
service provided to Participants of the PTF and has placed checks to curb mis-selling and improvement in the standard of
customer service. For this, a regular branch wise monitoring of lapsation rates is conducted. On the claims handling side,
the Company has procedures in place to ensure that payment of any fraudulent claims is avoided. For this, a Claims
Committee with variable materiality limits review all claime for verification and specific and detailed investigation of all
apparently doubtful claims {particularly of high amounts) is conducted. The Company maintains adequate liquidity in each
unit fund to cater for potentially sudden and high cash requirement. Further, all payments on account of claims are made
after necessary approval of relevant authority as per policy of the Company. The Company reserves the right to review the
Takaful Contributions deductible under the contracts, thus limiting the risk of under pricing.

Frequency and severity of claims

The Company measures concentration of risk by geographical area. Concentration of risk is not currently a factor of
concem as the business is developing and aims to achieve a spread of risks across various parts of the country.

However, undue concentration by amounts could have an impact on the severity of benefit payments on a portfolio basis.
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The Company charges for mortality risk on a monthly basis for all Takaful contracts. It has the right to alter these charges
based on its mortality experience and hence minimises its exposure to mortality risk. Delays in implementing increases in
charges and market or regulatory restraints over the extent of the increases may hinder its mitigating effect. The Company
manages these risks through its underwriting strategy and retakaful arrangements.

The table below presents the concentration of covered benefits across five bands of covered benefits per participant. The
benefit covered figures are shown gross and net of the retakaful contracts described above.

The amounts presented are showing total exposure of the PTF including exposure in respect of riders attached to the main
policies.

Benefits covered per life Sum assured at the end of 2020
Total benefits covered .

Rupees Before retakaful After retakaful

{Rupees in "000) Percentage {Rupees in '000) Percentage
0 - 200,000 631,908 2.20% 674,493 3.34%
200,000 - 400,000 3,311,104 10.67% 3,276,141 16.21%
400,001 - 800,000 1,733,473 24.91% 7,439,941 36.81%
800,001 - 1,000,000 7,905,473 25.47% 5,366,875 26.55%
More than 1,000,000 11,409,907 36.76% 3,454,945 17.09%
Total 31,041,865 20,212,395
Benefits covered per life Sum assured at the end of 2019

~Total benefits covered

Rupees Before retakaful After retakaful

{Rupees in '000) Percentage {Rupees in '000} Percentage
0 - 200,000 1,517,959 7.36% 1,143,889 8.53%
200,000 - 400,000 2,072,722 10.05% 1,967,329 14.66%
400,001 - 800,000 4,998,950 24.23% 4,725,553 35.22%
800,001 - 1,000,000 5,431,737 26.33% 3,616,272 26.95%
More than 1,000,000 6,606,204 32.03% 1,964,029 14.64%
Total 20,827,662 13,417,072

a) Sources of uncertainty in the estimation of future benefit payments and contribution receipts

Uncertainty in the estimation of future benefit payments and contribution receipts for long-term unit linked takaful
contracts arises from the unpredictability of long-term changes in overall levels of mortality and variability in participant's
behaviour.

b} Factors impacting future benefit payments and conftribution receipts are as follows:

Mortality: The expected mortality is assumed to vary between 80% and 120% of SLIC (2001-05) since the current
experience for this line of business is not credible.

Persistency: The Company exercises a periodic analysis on recent and historic experience and persistency is calculated
by applying statistical methods. Persistency rates vary by products and more importantly the sales distribution channel.
An allowance is then made for any trend in the data to arrive at best estimate of future persistency rates for each sales
distribution channel.

c) Process used to decide on assumptions

For long-term unit linked takaful contracts, assumptions are made in two stages. At inception of the contract, the
Company determines assumptions on future mortality, persistency, administrative expenses and investment retumns. At
regular intervals, profit testing is conducted on main policies. Assumptions used for profit testing of the main policies are
as follows:
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Mortality: The Company assumes the expected mortality to vary between 80% and 120% of SLIC (2001-05) since the
current experience for this line of business is not credible.

Persistency: The Company exercises a periodic analysis on recent and historic experience and persistency is calculated
by applying statistical methods. Persistency rates vary by products and morée importantly the sales distribution channel.
An allowance is then made for any trend in the data to artive at best estimate of future persistency rates for each sales
distribution channel.

Expense levels and inflation: A periodic study is conducted on the Company’s cumrent business expenses and future
projections to calculate per policy expenses. Expense inflation is assumed in line with assumed investment return.

Investment retuns: The investment retums are based cn the historic performance of the assets and asset types
underlying the fund.

e} Changes in assumptions
There are no changes in assumptions.
Sensitivity analysis

Periodic sensitivity analyses of the Company’s in-force business determine whether any reserve needs to be created or
product prices for new business need to be revised in fight of changing or anticipated changes in experience from that
expected when pricing the existing book of business. The current nature, volume and age of in-force business does not
require a detailed sensitivity analysis at this stage.

Group Life Family Takaful

The main exposure of the PTF is to mortality risk. The PTF may be exposed to the risk of unexpected claim severity or
frequency. This can be a result of writing business with higher than expected mortality, writing high cover amounts without
adequate underwriting, difficulty of verification of claims, fraudulent claims or a catastrophe. The PTF also faces risk such
as that of underpricing to acquire business in a competitive environment and of non-receipt of takaful contributions in due
time. There also exists a potential risk of asset liability term mismatch due to liabilities being very short term in nature.

The Company manages these risks through underwriting, retakaful, effective claims handling and other related controis.
The Company has a well defined medical underwriting policy and avoids writing business for groups with overly hazardous
exposure, Pricing is done using the retakaful rates. The contribution charged takes into account the actual experience of
the dlient and the nature of mortality exposure the group faces. The rates are certified by the appointed actuary for large
groups. The Company also maintains an MIS 1o track the adequacy of the takafui contribution charged. Retakaful contracts
have been purchased by the Company to limit the maximum mortality exposure of any one covered person. The Company
ensures writing business with good geographical spread and tries to maintain a controlled exposure to large groups which
generally have poor experience. Writing business of known hazardous groups is also avoided. On the claims handling side,
the Company ensures that payment of any fraudulent claims is avoided. Strict monitoring is in place in order to keep the
outstanding balances of confribution at a minimum, espedlally the ones that are due for more than 90 days. The bulk of the
assets held against liabilities of this line of business are cash to money market with short durations and high liquidity, thus
mitiqating the risk of asset value deterioration and liability mismatch.

Frequency and severity of claims

The Company measures concentration of risk by geographical area. Concentration of risk is not currently a factor of
concern as the business is developing and aims to achieve a spread of risks across various parts of the country.

The table below presents the concentration of covered benefits across five bands of covered benefits per participant. The
benefit covered figures are shown gross and net of the retakaful contracts described above.

The amounts presented are showing total exposure of the PTF including exposure in respect of riders attached to the main
policies.
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Benefits covered per Participant
Sum assured at the end of 2020

Total benefits covered
Rupees Before retakaful After retakaful
{Rupees in '000) Percentage {Rupees in '000) Percentage

0 - 500,000 5,252,290 11.02% 3,389,030 29.51%
500,001-1,000,000 7,540,050 15.82% 4,477,095 38.99%
1,000,001-1,500,000 2,173,100 4.56% 489,900 4.27%
1,500,001-2,000,000 4,760,845 9.99% 814,800 7.10%
More than 2,000,000 27,934,683 58.61% 2,312,400 20.14%
Total 47,660,968 11,483,225

The Group Life Family Takaful business started during the year.

a) Sources of uncertainty in the estimation of future benefit payments and contribution receipts

Other than conducting a liability adequacy for Unexpired Risk Reserves (URR), there is no need to estimate mortality for
future years because of the short duration of the contracts.

b) Process used to decide on assumptions
The business is too new for any meaningful investigation into the group's past experience. However, industry
experience, the insured group's own past experience and retakaful risk rates are used to determine the expected level of
risk in relation to the SLIC (2001-05) Individual Life Ultimate Mortality Table.

¢) Changes in assumptions

Policyholder Policyholder
liabilities on liabilities using

existing best estimate

Assumptions valuation basis assumptions

{Rupees in '000)

Mortality ' 45,874,473 45,840,744
Investment Retums 45874473 45,863,927

The liabilities evaluated under the assumptions suggest the recognised liabilities are adequate and no further provision is
required.
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WINDOW TAKAFUL OPERATIONS

Statement of Financlal Position

As at December 31, 2020
Statutory funds Aggregate
gz:r:t::: '"::::;; al Group Family December 31, December 31,
Takaful Takaful 2020 2019
Rupees in 000
Share capital and reserves
Operator's fund 159,501 - - 159,501 159,501
Accumulated deficit (54,071) - - {54,071) (120,967)
Qard-e-Hasna contributed by Window -
Takaful Operator (22,500) - {22,500) {22,500)
Net shareholders' equity 82,930 - - 82,930 16,034
Balance of statutory fund [including
technical reserves]
Participants’ lnvestment Fund - 4,256,344 - 4,256,344 2,645,272
Participants' Takaful Fund - Waqf
[ including technical reserves of Rs.86.75
million {2019: Rs. 30.61 million) ] - 104,252 15,503 119,755 40,899
- 4,360,596 15,503 4,376,099 2,586,171
Creditors and accruals
Outstanding claims - 0,137 B | 37,755 12,247
Contribution received in advance - 85,834 151 85,985 51,536
Amounts due to retakaful - 15,689 15,507 31,196 23,923
Amounts due to agents 130,854 - - 130,854 79,772
Other creditors and accruals 53,148 2,462 - §5,610 32,384
Inter-fund payable 23,256 2,748 26,004 85,288
Total liabilities 184,002 164,978 18,424 367,404 285,144
Total equity and liabilities 266,932 4,525,574 33,927 4,826,433 2,887,349
Cash and bank deposits
Cash and others 1,449 - - 1,449 5,989
Bank depaosits 93,323 586,651 25,578 705,552 417,885
Deposit maturing within twelve months 35,000 1,626,000 - 1,661,000 1,050,000
129,772 2,212,651 25,578 2,368,001 1,473,874
Investments
Government securities 57,426 324,981 - 382,407 3
Other fixed income securities - 196,144 - 196,144 121,726
Listed equities and mutual funds 43,255 1,767,299 8,349 1,818,903 1,236,922
100,681 2,288,424 8,349 2,397,454 1,358,651
Current assets - others
Investment income accrued 1,256 18,449 - 19,705 9,435
Other receivables - 96 - 96 23
Prepayments 962 - - 962 -
Advances and deposits 3,204 - - 3,204 31
Taxation - payment less provision 4,916 - - 4,916 13
Dividend receivable - 5,954 - 5,954 2,556
Inter-fund raceivable 26,141 | - 26,141 | 42,766
38,479 24,499 - 60,978 54,824
266,932 4,525,574 33,927 4,826,433 2,887,349
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48.8

Statement of expenses

Operator's Sub-Fund
Acquisition costs

Remuneration to Takaful
intermediaries on individual policies:

- commission on first year contributions

- commission on second year contributions

- commission on subsequent year renewal contributions
- commission on single contributions

- other benefits to insurance intermediaries

Total commission cost

Remuneration to insurance intermediaries on
group policies:

- Commission
- Other benefits to insurance intermediaries

Other acquisition cost

Branch Overheads
Total acquisition cost

Administrative expenses

Salaries allowances and other benefits
Travelling expenses

Actuary’s fee

Auditor's remuneration

Legal and professional charges
Information technology expenses
Printing and stationery
Depreciation

Depreciation-Right of use assets
Amortisation

Rent expense

Insurance expense

Vehicle running

Postage and courier

Electricity, gas and water

Office repairs and maintenance
Entertainment

Bank charges

Training and development

Fees and subscription

Marketing cost

Other expense

Profit expense

Gross management expenses

R,,

Statutory Funds Aggregate
Individual Group
Family Family 2020 2019

{Rupees in 000)

518,241 - 518,241 433,473
39,418 - 39,418 24,958
8,302 - 8,302 5418
11,829 - 11,829 4,369
75,044 - 75,044 61,984
652,834 - 652,834 530,202

- 2,453 2,453 -

- 25 25 -

- 2,478 2,478 -
15,006 22 16,028 11,246
667,840 2,500 670,340 541,448
152,064 - 162,064 52,745
819,904 2,500 822,404 594,193
103,260 - 103,260 89,675
1,306 - 1,306 1,581
922 - 922 993
480 - 480 620
5,647 - 5.647 4,950
6,346 . 6,346 5,373
7,051 - 7,051 6,398
2,699 - 2,699 1.205
3,608 - 3,608 4,989
2,434 - 2,434 2,501
1,050 - 1,050 6,635
216 - 216 526
5,424 - 5424 4,183
4,841 - 4,841 4,412
1 l055 - 1 |°55 1 !563
1,813 - 1,813 2,121
643 - 643 826
360 - 360 160
1,712 - 1,712 5497
1,015 . 1,015 3,099
23,904 - 23,904 32,203
541 - 541 {157)
2,809 - 2,809 1,424
179,136 - 179,136 180,777
999,040 2,500 1,001,540 774,970




49, EVENT AFTER REPORTING DATE

The Board of Directors of the Company have intended to apply for listing in 2021 for further expansion. The utilisation of
funds and detailed financial projections will be disclosed when the prospectus to the issue is released.

50. DATE OF AUTHORISATION FOR ISSUE

§

These financial statements were authorised for issue by the Board of Directors of the Company in their meeting held on
April 26, 2021

e B e

Chief Executive Officer Director Director Chairman
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