A Annual Report 2023

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, 2023.

Financial Highlights

The highlights for the year under review are as follows:

31 December 31 December

2023 2022
Audited Audited
---------- Rupees in ‘000 ----------
Gross premium 23,350,828 20,948,801
Net premium 22,685,659 20,315,452
Investment income 18,062,049 3,734,153
Net benefits paid to and reserved for policyholders 34,893,773 19,171,741
Acquisition & other operating expenses 4,312,733 4,067,554
Profit before tax 1,541,202 810,310
Profit after tax 908,075 497,702
Size of statutory fund 78,264,502 61,810,326
Shareholders’ equity 4,417,568 3,748,290

---------- Rupees in ‘000 ----------
Earnings per share 3.63 1.99

Performance Review

In the fiscal year 2023, Pakistan's Gross Domestic Product growth rate experienced a notable decline, registering at
0.29%, in stark contrast to the 6.10% recorded in the corresponding period of the previous year. The economic
downturn was exacerbated by severe macroeconomic imbalances, domestic supply shocks, and a global economic
slowdown. Furthermore, the Investment to GDP ratio decreased from 15.7% in FY22 to 13.6% in FY23. Notably, the
per capita income exhibited a decline from USD 1,765 in FY22 to USD 1,568 in FY23, reflecting the challenging
economic conditions during the period.

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.

The Company has demonstrated exceptional resilience amidst challenging economic conditions, a testament to the
strategic buildup of its portfolio over the years and growth in its topline. This, coupled with lower acquisition costs and
favorable investment returns on statutory reserves, has contributed in producing excellent profitability

The Company though experienced a 6.9% decline in new business from individual regular premium policies, there
were notable positive trends in other segments. Renewal premium and corporate group life business exhibited
robust growth, increasing by 5.52% and 23.28%, respectively. Furthermore, business from single premium policies
saw a substantial uptick, recording a growth of 26.54%. Consequently, the total gross premium of the Company
witnessed an impressive 11.47% increase compared to the previous year.

The Company's underwriting surplus, representing profit before operating expenditure and income from
Shareholders’ fund, has demonstrated significant growth, reaching Rs 2,114 million compared to Rs. 1,440 million
in the previous year. This marks a substantial increase of 46.84%.
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The notable expansion in underwriting surplus can be attributed to several factors:

Firstly, there was a boost in income derived from interest-based securities, which were strategically invested against
solvency and other reserves in the statutory fund. Additionally, the increase in the policy holder fund size and well
controlled acquisition / distribution cost has played a pivotal role in enhancing the Company's underwriting surplus.

Moreover, the Company has benefited from a more favorable mortality experience compared to the previous year.
This positive outcome has further contributed to the overall improvement in underwriting surplus. The combination
of these factors reflects the effectiveness of the Company's financial strategies and risk management practices.

The Company’s net income (before surplus transfer) from shareholders’ fund has risen significantly to Rs. 501
million as against Rs. 208 million in the last year due to better rate of return on investment.

The operational expenditure was increased by 29% as compared to last year, which is still in line with inflation rate
persisted in year 2023. Nevertheless, the operating expenses were below the budgeted allocations by 15%
demonstrating managements vigilance before embarking upon new expenses kept in the budget.

The resultant profit before tax of the Company has thus increased to Rs. 1.54 billion as compared to Rs. 810 million
in the last year, generating an earnings per share of Rs. 3.63 for the year as against the 1.99 per share last year.

The returns and cash value has significantly improved in the statutory / policyholder’s funds which are majorly
invested in comparatively low risk, debt and money market instruments due to historically high interest rates. The
performance of equity market was also historical and had produced excellent returns. The combined average return
on all funds was approx. 27.65% p.a. as against 14% p.a. in 2022.

The Company’s Claims Settlement Ratio within 90 days of intimation was 83% and the Company’s Complaint
Closure Ratio within 30 days was 97%.

The Company’s size of Statutory Fund was Rs. 78.2 billion as of December 31, 2022, registering an increase of
26.6% 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 policy which is a contingent contract rather than a service.

Window Takaful Operations

The gross contribution generated from Window Takaful Operations was Rs. 3.988 Billion (Dec 31, 2022: Rs. 4.166
Billion). The profit before tax that has been reported for December 31, 2023 amounts to Rs. 251 million, which is an
increase of 37.53% from the corresponding period i.e. Rs. 184.082 million. The new business mix of takaful was 30%
as against 38% in the last year.

Surplus Transfer

During the year, a surplus amount of Rs. 500 million has been transferred from the statutory funds to the
shareholder’s fund. Such an amount was transferred based on the advice of the appointed actuary of the Company.

Future Outlook

Pakistan’s economy is undergoing a process of structural reforms in alignment with the International financing
programs. A stable and well-functioning democracy is a prerequisite to initiating structural reforms and institutional
overhauling. The government that emerges after the upcoming elections, will face numerous challenges. Fiscal
imbalances, high debt payments, significantly high inflation and exchange parity pressure may pose significant
hurdles to the new government’s economic revival agenda. Low purchasing power of consumers, and lower
government spending has contributed to the decline in sales of overall insurance sector. The revised GDP growth
forecast for the fiscal year 2024 is 2%, coupled with an inflation projection of 23-25%.
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The company's leadership is well aware of the prevailing economic conditions in the country and is actively
implementing essential strategies to navigate the challenges. Moreover, the Company will continue to analyze
situation carefully to explore new opportunities, new market and to incentivize policy holder to keep their policies
active.

The Company is more than sufficiently capitalized, all its statutory funds are adequately solvent with total reserves
of 1.92 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 2024.

Earnings per Share
The basic and diluted earnings per share for the year 2023 was Rs. 3.63 as compared to Rs. 1.99 in 2022.

Dividends to Shareholders

The Board of Directors has recommended a final cash dividend of Rs. 1.00 per share, i.e. 10%. This is in addition to
the interim cash dividend paid by the Company of Rs. 1.00 per share (10%), thereby making a total cash dividend
of Rs. 2.00 per share, i.e. 20% for the year 2023, subject to the approval of the shareholders at the Annual General
Meeting of the Company to be held on April 25, 2024.

Insurer Financial Strength Rating (IFS rating)

The Pakistan Credit Rating Agency Limited reviews the Company's IFS rating on an annual basis. On June 26, 2023,
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 2023:
e Pakistan Digital Award (Best Website of the Year)

e NFEH CSR Award (National Forum for Environment & Health Award)

e  Consumer Choice 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 in the Annual Report on page xx and on the company's website, and has been effectively communicated
throughout the organization.

Corporate Social Responsibility (CSR)

Being a part of one of the largest conglomerates in Pakistan, Adamjee Life has always been a purpose driven
Organization. Our CSR wing — Nigehbaan - strives to improve the lives in low income communities with impactful
initiatives.

The CSR Policy, which was adopted by the Board, offers a guiding framework for realizing our goal.

CSR initiatives taken during the year were:

. Executed Promising Pakistan campaign in collaboration with Indus Hospital and St. Joseph School, promoting
our ongoing support for Health and Education
A donation drive in Ramzan where we donated but also encouraged everyone to donate to renowned
organizations like SIUT, JDC Foundation and Indus Hospital
This Pinktober — breast cancer awareness month, we collaborated with Govt. bodies and leading Telehealth
provider (MedlQ), a cancer survivor and our channel partners to help educate and spread awareness over this
horrible yet curable disease.

e  Sponsored two young leaders for the Markhoor summit in collaboration with Youth Impact and JDC foundation
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Carried out a blood Donation Drive with Indus Hospital, twice within the year.
e Honoring Dr. Jameel Jalibi Research Library through sponsorship of its Literary Awards in Urdu Literature

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 in which area
needed greater focus and participation are identified and worked upon.

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 40 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:

Name 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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Directors' Participation / Attendance in various meetings including Board, its Committees and Annual General
Meeting (AGM) held during 2023 is presented in below table:

Board
Meeting

EHRRNC

No. of Meeting held During 2023

Mr. Shaikh Muhammad Jawed 6 4 2 4 1
= Mr. Umer Mansha 6 2
9 | Mrs. Naz Mansha 5
8 | Mr. Muhammad Ali Zeb 6 4 4
E Mr. Imran Magbool 6 4
Mr. Ahmad Alman Aslam & 1
Mr. Shahmeer Khalid Butt 6 4 2 1
= Mr. Samad Ali Naqgvi 4 1
© | Mr. Muhammad Amir 4
& [ Ms. Zehra Faiz >
& [ Mr. Jalal Meghani 6 4 4 1
& [ Mr. Amin Nizar Ali 7
= |"Mr. Manzar Mushtaq 6 4 2 7 1

BAC: Board Audit Committee
EHRRNC: Ethics, Human resource, Remuneration and Nomination Committee
BIC: Board Investment Committee

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 Settlement Committee

2. Underwriting, Reinsurance & Co-insurance Committee

3. Risk Management & Compliance Committee

Other committees include the Investment Management Committee (IMC), the IT Steering Committee, Project
Management Group (PMG), all of which are chaired by the Deputy Managing Director & Chief Financial Officer.

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, through
Risk Management & Compliance Committee, 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

There have been no material changes since December 31, 2022 to the date of this report.
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Holding Company
The Company is a subsidiary of the Adamjee Insurance Company Limited.

Corporate and Financial Reporting Frame Work

* 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.

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

e 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.

e  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.

e The value of assets of gratuity fund as at December 2023 is Rs. 215 million (2022: Rs. 184 Million) refer note
20 of the financial statements.

Auditors

The retiring auditor Yousuf Adil, Chartered Accountants have completed five years as auditors of the Company and
are no longer eligible for re-appointment. On recommendation of the Audit Committee, the Board of Directors have
recommended the appointment of KPMG Taseer Hadi & Co, Chartered Accountants for the year 2024, who have
indicated their consent to act as auditor.

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 hard work 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.

Pl okt

Manzar Mushtaq
Chief Executive Officer

Sheikh Muhammad Jawed

February 26, 2023 Chairman Board of Directors
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