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Directors Report to the
Shareholders on Company’s
Affairs and Future outlook

The Directors of Adamjee Life Assurance Company Limited take pleasure in presenting their
Annual Report together with the Audited Financial Statements of the Company for the year ended
December 31, 2022.

Financial Highlights

The highlights for the period under review are as follows:

31 December 2022 30 December 2021
Audited Audited

Gross Premium 20,948,801 20,658,169
Net Premium 20,315,452 20,128,118
Investment income 3,734,153 3,128,020
Net Benefits paid to and reserved for policyholders 19,171,741 18,595,929
Acquisition & other operating expenses 4,067,554 4,429,004
Profit before tax 810,310 231,205
Profit after tax 497,702 173,804
Size of Statutory Fund 61,810,326 56,677,955
Shareholders’ Equity 3,748,290 3,249,728
—————————— Rupees ----------
Earnings Per Share 1.99 1.03

61



Annual Report 2022 /_\

Performance Review

The year 2022 has been particularly challenging for our Country in the wake of significant
macroeconomic imbalances, daunting CPI inflation, political uncertainty and unprecedented
losses inflicted by the monsoon flood in Sindh and Baluchistan. These factors have resulted in
tremendous pressure on the disposal income of the masses.

Despite the fact that insurance penetration is also correlated with economic growth and
disposable income, both of which have been negatively impacted by political turmoil and
inflationary pressure, our business partners and effective direct sales force have continued to
maintain their reach to the prospects, underpinning the need to hedge uncertainties of life.

Under these tough economic conditions, the Company’s new business from regular premium
policies declined by 17.94%, whereas the Company’s renewal premium & corporate group life
business grew by 10.21% and 36.97% respectively; thus the total gross premium of the
Company was 1.4% higher than the last year. It is pertinent to note that the industry’s business
from Bancassurance distribution declined by 2.5%, whereas industry’s business from direct
distribution, in private sector, has also registered negative growth.

The Company’s underwriting surplus (profit before management expenditure and income from
Shareholders’ fund) has increased to Rs 1,783 million as compared to Rs. 1,441 million in the
last year, registering an increase of 19.18%. The increase in underwriting surplus is mainly
attributable to higher income on interest based securities invested against solvency & other
reserves in statutory fund, higher fund management fee due to increase in the size of renewal
book & hence the fund size and better mortality experience than last year.

The Company’s net income from shareholders’ fund has risen significantly to Rs. 208 million
as against Rs. 73 million in the last year. The rise is attributable to return on increased paid up
capital of the Company through issue of right shares in late 2021 which is mainly invested in
Government Securities and Mutual Funds.

The Company has been able to exercise prudence and control over its expenditure duly
warranted due to economic situation. The total expenditure was 4.65% lower as compared to
last year, this is commendable considering high inflation which prevailed during the current
year.

The resultant profit before tax of the Company has thus increased to Rs. 810 million as
compared to Rs. 231 million in the last year, generating an earnings per share of Rs. 1.99 for
the year.

The fall in the equity market in the reporting period has also impacted returns on the
policyholders’ fund which are majorly invested in equity market. The absolute return on such
fund was -6.36% whereas the return on KSE 100 index was -11.27% in the same period.

Nonetheless, the returns and cash value has significantly improved in the funds which are
majorly invested in comparatively low risk, debt and money market instruments due to
historically high interest rates. The average net return on such funds is approx. 14% p.a. The
return on these funds is likely to improve in future after averaging for further rise in interest
rates.
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The Company’s Claims Settlement Ratio within 90 days of intimation was (83%) and the Company’s
Complaint Closure Ratio within 30 days was 92%.

The Company’s size of Statutory Fund was Rs. 61.8 billion as of December 31, 2022, registering an
increase of 9% over the period of one year.

There was no major development in the matter of petitions filed by the Company and other life
insurance industry players in the Hon’ble High Courts of Sindh and Lahore, against the levy of
Sindh Sales Tax on Services (SST) and Punjab Sales Tax on Services (PST) by the Sindh Revenue
Board and Punjab Revenue Authority (PRA) respectively. The Company has not provided any
liability against this levy as it believes that such sales tax on services cannot be levied on Life
Insurance Premium.

Window Takaful Operations

The gross contribution generated from Window Takaful Operations was Rs. 4.166 Billion (Dec 31,
2021: Rs. 4.238 Billion). The profit before tax that has been reported for December 31, 2022
amounts to Rs. 184 million, which is an increase of 18.5% from the corresponding period i.e. Rs.
155.5 million. The new business mix of takaful was 38% as against 49% in the last year.

Future Outlook

The management of the company is fully cognizant of the economic situation of the country and is
taking all necessary measures to manage these challenges. The year 2023 is likely to be a very
challenging year on economic front. Further tightening of fiscal and monetary policy due to
unprecedented balance of payment crisis will put significant pressure on people disposable
income. The revised GDP growth projection for the country is 2% for the FY 2022-23 with inflation
projected to the level of 21%.

The Company’s growth of new business is likely to remain subdued with some increase in lapse
ratio of current portfolio. However the fast-developing digital arena and the Fintech continuously
excites us of its potential to increase insurance penetration in the country thru small ticket large
scale sales. We are proud to report that our direct sales force has been able to sale it first long
term investment linked policy from proposal to policy issuance completely from our digital platform.

The Company will continue to analyze situation carefully to explore new opportunities, new market
and to incentivize policy holder to keep their policies active.

Having said that, Company is more than sufficiently capitalized, all its statutory funds are
adequately solvent with total reserves of 1.25 Billion over its paid up capital. The Company does
not see any downside impact on its equity while the country will grapple to manage economy in
2023.

Earnings per Share

The basic and diluted earnings per share for the year 2022 was Rs. 1.99 as compared to Rs. 1.03
in 2021.
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Insurer Financial Strength Rating (IFS rating)

The Pakistan Credit Rating Agency Limited reviews the Company's IFS rating on an annual
basis. On June 29, 2022, the most recent annual assessment was completed, and the
company's IFS rating was confirmed at A++, with a "Stable" Outlook. The grade takes into
account the Company's strong capacity to fulfil its contractual and policyholder commitments.
The Company's operations under both the Conventional and Window Takaful Operations showed
growth patterns and a premium base that contrasted favorably to rivals, according to the PACRA
rating assessment.

Awards and Accolades

The Company continued to add more feathers to its cap during the year 2022:
e Emerging brand of the year Award
e NFEH CSR Award (National Forum for Environment & Health Award)

Code of Conduct & Business Ethics

Adamijee Life has established a Code of Conduct, which outlines the duties and responsibilities
of all stakeholders, including board members, employees, and the company itself. This Code is
based on the company's Corporate Strategy, Vision, Mission, and Core Values, and is a crucial
aspect of the company culture. The Code of Conduct can be found on the company's website,
and has been effectively communicated throughout the organization.

Corporate Social Responsibility

Adamijee Life aspires to be "Nigehbaan" and is a good corporate citizen. By establishing a clear
focus and allocating resources in a way that has a positive influence on the Company's CSR
endeavors and contributions, the Corporate Social Responsibility (CSR) and Donations Policy,
which was adopted by the Board, offers a guiding framework for realizing our goal.

CSR initiatives during the year

* MOU signing with Indus Hospital Network, as gesture of continued support towards the health

care sector of the country

¢ Blood donation drive in collaboration with Indus Hospital

e Heat Wave Campaign in collaboration with Sindh Government

e Heat Wave Campaign in collaboration with First Response Initiative of Pakistan

e Ramzan Campaign for Frontline Workers and Traffic Police

e Life Promising Pakistan Campaign - brings into the limelight all the good that the people of
Pakistan have accomplished.
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Board Evaluation Mechanism

As required by the Code of Corporate Governance Regulations, the Board of Directors of the
Company has a framework in place for evaluating both the performance of the Board and that
of its committees on an annual basis. These review processes are conducted yearly by the
Board of Directors and the Board Committees.

Directors' Compensation

The Board of Directors is empowered under the Company's Articles to periodically determine
the compensation for Non-Executive and Independent Directors. A "Board Remuneration
Policy" has been authorized by the board of directors. Except for the meeting fee for attending
the Board meetings strictly in accordance with the policy, the Company does not provide any
other compensation to its non-executive directors. The compensation given to the directors
including the cost of attending board or board committee meetings, has been properly stated
in note 41 of the financial statements.

Compliance with the Listed Companies (Code of Corporate Governance) Regulations, 2019,
Code of Corporate Governance for Insurers, 2016, and with PSX Rule Book

As a listed life insurance company, the Company abides by the rules of the PSX Rule Book, the
Listed Companies (Code of Corporate Governance) 2019, and the particular Code of
Corporate Governance for Insurers, 2016. The Statement of Compliance, which relates to these
standards, is appended to the Annual Report.

Board of Directors

A total of four non-executive directors, one female director, and two independent non-executive
directors make up the board of directors for the company.
According to the mandated gender diversity, the Board of Directors is made up of the following:

Member Category

Mr. Ahmad Alman Aslam Independent Director
Mr. Shahmeer Khalid Butt Independent Director
Mr. Umer Mansha Non-Executive Director
Mrs. Naz Mansha Female Director

Mr. Shaikh Muhammad Jawed Non-Executive Director
Mr. Imran Magbool Non-Executive Director
Mr. Muhammad Ali Zeb Non-Executive Director
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Mr. Shaikh Muhammad Jawed 6 4 2 4
Mr. Umer Mansha 5 2 2 1 1
Mrs. Naz Mansha 3
Mr. Muhammad Ali Zeb 6 4 1 4
Mr. Imran Magbool 6 3
Mr. Ahmad Alman Aslam 2
Mr. Shahmeer Khalid Butt 6 4 2 1
Mr. Samad Ali Naqvi 4 1
o Ms. Sidrah Kanwar 4
é Mr. Ahson Nasim 1
% Ms. Zehra Faiz 1
—B Mr. Jalal Meghani 5 4 2 4 1
= Mr. Amin Nizar Ali 4
Mr. Manzar Mushtaq 4 2 1 3

Management Committee

The Company's Management Committee, which meets on a regular basis and is presided over by
the Head of Policy Holder Services of the Company, oversees day-to-day operations in all functional
areas.

Other committees include the Investment Management Committee (IMC), the IT Steering Committee,
Project Management Group (PMG), all of which are chaired by the Key executives of the Company.

Management Committees under the Code of Corporate Governance for Insurers, 2016

In addition to the aforementioned, the following three committees are also chaired by the
directors of the company and operate in accordance with the terms of reference laid forth in the
Code of Corporate Governance for Insurers, 2016:

1. Claims Committee
2. Underwriting, Reinsurance & Co-insurance Committee
3. Risk Management & Compliance Committee
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Internal Audit Function

The Internal Audit Department of the company operates under a defined scope and authority,
outlined in the approved Internal Audit Charter. This department follows a risk-based
methodology for conducting internal audits, evaluating the effectiveness and sufficiency of
internal controls, consistency in policy and procedure application, and adherence to laws and
regulations. Based on the reports generated by the internal audit function, process owners take
corrective actions to enhance controls. To preserve its impartiality and independence, the
Internal Audit Department reports to the Board Audit Committee (BAC) in a functional capacity
and to the CEO in an administrative capacity.

Risk and Opportunity

The company has a strong risk management system in place. The Board of Directors closely
monitors risks, both internal and external, and performs comprehensive assessments to ensure
smooth business operations and to take advantage of opportunities that align with the
company's long-term strategies and vision. They are diligent in identifying and mitigating risks.

Material Changes

Following are the material changes happened during the year:
e Company got listed on the stock exchange (PSX) through an offer for sale by parent Company
e Mr. Manzar Mushtag was appointed as Chief Executive Officer of the Company

Holding Company

The Company is a subsidiary of the Adamjee Insurance Company Limited.

Corporate and Financial Reporting Frame Work

e The financial statements prepared by the management of the Company present fairly its state
of affairs, the result of its operations, cash flow and changes in equity.

* Proper books of accounts have been maintained by the Company.

e Appropriate accounting policies have been consistently applied in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment.

* The International Accounting Standards, as applicable in Pakistan, have been followed in
preparation of financial statements and any departure there from has been adequately
disclosed.

e System of internal control is sound in design and has been effectively implemented and
monitored.

e There are no significant doubts upon the Company's ability to continue as a going concern.

* There has been no material departure from the best practices of Corporate Governance, as
detailed in the listing regulations.

* The key operating and financial data for the last six years is annexed.
* The value of assets of gratuity fund as on December 31, 2022 is Rs. 184 Million.
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Acknowledgement

The Company's talented and distinguished executives, personnel, and field force made a
significant contribution to its development and progress, and the Directors want to publicly
express their gratitude for this. Their persistent dedication to upholding the highest ethical
standards, providing excellent customer service, and working hard have enabled your company
to establish and hold its position as one of the top players among private sector life insurers.

We must also express our thanks to Adamjee General for their ongoing support and direction,
which have helped the company build a solid reputation in the marketplace.

Finally, we would like to express our gratitude to the Securities and Exchange Commission of
Pakistan for their support and cooperation throughout the year as well as to our clients for their
faith in us.

Sheikh Muhammad Jawed Manzar Mushtaq
February 10, 2023 Chairman Board of Directors Chief Executive Officer
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