ETU Life Assurance Lid
Directors’ Report — Annual 2018

The Directors of your Company are pieased to present to you the Twenty Seventh Annual Report
of the Company for the year ended 31 December 2018, The company is # subsidiary of EFU
General insurance Limited on the basis of its ability to contral the composition of Directors of
EFU Life Assurance Limited effective 31 March 2018,

Business Performance:
Your Company’s gross premium {including Takaful contributions} was Rs. 30,79 billion (2017:
Rs. 31.42 billion). The gross premium composition in 2018 was a5 follows:
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Individual Life regular premiums {inciuding Takaful contributions) increased by 24% reaching a
total premiurn of Rs.25.18 hillion {2017; Rs. 20.4 billien).

Individual life New Business recorded a growth of 28% reaching a premium of Rs. 6.85 hillion
(2017: Rs. 5.34 billion). Bancassurance has been the driving farce behind this growth.

Renewal premium base increased to Rs. 18.33 billion (2017: Rs. 15.05 billion), recording @ steady
growth of 22%. Apart from maintaining @ good persistency in the Sales Force. channels, the
Company has made significant efforts to improve the Bancassurance channel persistency during
2018. These efforts have resuited in better client retention resulting in an overali (2™ year and
onwards) persistency of 90%.

The Group Benefits line of business achieved a gross premium, including Takaful contributions,
of Rs. 3.18 billion {2017: Rs 2.84 hiilion), registering a2 growth of 12%. -

The Gross Premium growth trend over the last 5 vears is as follows {including Takaful
contributions):
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Single Premium was Rs, 2.58 billion (2017: Rs. .26 billion),

The Window Takaful line of business, under the dedicated brand Hemayah, has shown
consistent growth and penetration inte the various market segments. In 2018, the Company
achieved an Individual Family takaful new busingss of Rs. 1.43 billion {2017: Rs. 831 million}, a
growth of 72%. For Group Family Takafui, the Company achieved a business of Rs. 224 million.
(2017: Rs. 165 million), a growth of 36% The Company expects this line of business to continue
its growth trajectory during 2019,

Claim payments:

Prompt claim settlement lies at the care of the Company’s business model. The Company paid
total death and disability claims of Rs. 2.55 billion {2017: Rs. 2.60 billion) with individual and
group life claims amounting to Rs. 665 miilion and Rs. 1.882 billion, respectively in 2018,
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Investment Performance:

The Company follows a prudent and pro-active appreach for investment management
considering that investment income Is one of the key components of profitability, 2018 proved
to be a challenging vear for the capital markets 23 the PSX-100 index posted consecutive
negative returns for two years after more than twenty years. The index reached its peak in April
however following a brief rally post Gereral Elections, declined as investors preferred safer
avenues amidst sharp devaluation of the rupee and steep interest rate hikes leading the index to
post negative return of 8.41% in 2018,

The net asset value of all unit linked Tunds under management increased frorm Rs. 99.2 billion to
Rs. 104 billion in 2018, a growth of 4,8%. At the same time, Net Investment Income was Rs. 145
miilion, a significant reversal over the loss of Rs. 3.6 billion in 2017.

This net asset value of funds under management continues to place your Company 2mongst the
leading asset managers in Pakistan. The Company offers the following funds o its clients,
varying by the investment strategy and risk appetite of the clients: ’

Far Conventional unit linked business:
Manzaged Growth Fund
Guaranteed Growth Fund
Aitemad Growth Fund
Aggressive Growth Fund

For Takaful unit linked business:
Takaful Growth Fund
Aggressive Growth Fund

The Company has a strong balance sheet size with total assets of Rs. 116.75 Billion (2017: Rs.
109.55 biliion}, a growth of 7%. The compasition of assets is as follows:
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OBSERVATION IN THE AURITORS’ REPORT:

The statutory auditors have issued qualified opinion on account of Sales Tax on Life insurance
Premium due to reason explained below:

Sales Tax on Life Insurance Premium

The Company has not provided for and billed their customers for Sindh Sales Tax for the period
from 1% July 2018 to 31 December 2018 and Punjab Sales Tax for the period from 1 November
2018 to 31* Decemnber 2018 on risk premium of life insurance business,

Sindh Revenue Board {“SRB”) has been granting exemption for sales tax on life insurance
premium on a year to year basis which had expired on 30 June 2018. However, sales tax on life
insurance premium on policies written in Punjab has been made applicable from O1November,
2018 and Balochistan Revenue Authority had imposed sales tax on life insurance premium

effective 01 January 2015.

We are of the view that the levy of sales tax on life insurance business is not fair and is unjust.
The matter for the renewal of the exemption was taken up at the collective level by the
insurance Association of Pakistan (IAP) with the sales tax authorities. Further, the Sindh Cabinet
in its meeting held on 27" Feb 2019 has also deferred the levy of taxes on Health and Life
Insurance premium till the next financial year. The Company has also sought a legal opinion
from the legal counsel and based on his apinion and, in view of the fact that the matter is under
the process of review with the taxation authorities, the Com pany has not billed sales tax on life
insurance premium to its customers amounted to Rs 1,315.33, Based on the IAP's discussions
with the sales tax authorities, the decision of the Sindh Cabinet and the legal opinion, we are
hopeful that the exemption will be granted. Accordingly, the provision against sales tax liability
has not been made by the Company in these financial statements as the discussions are still in
progress.

Profitability:
During the year, the Company’s statutory funds generated a surpius of Rs. 2.14 billion.

Qut of this surplus, Rs. 1.98 billion was transferred to the Sha reholders’ Fund after retaininé the
amount necessary to meet 100% Solvency Margin reguirement. Your Company made an after-
tax profit of Rs, 1.58 billion.

Earnings Per Share
The earnings per share for the year was Rs 15.81 (2017: Rs 18.10)

Appropriation and Dividend:

Your Directors have pleasure in recommending a dividend of Rs. 11.25 per share i.e. 112.50% to
the Shareholders of the Company whose names appear in the Share Register of the Company at
the close of business on 16/04/2019. This cash dividend is in addition to interim cash dividend of Rs.
3.75 per share (37.5%) declared during the year.




Rupees 000
The amount available for appropriation is

Amount brought forward from previous year $3,383
Profit after tax for the year 1,908,962
Capital Contribution- Window Family Takaful o (90,116)
Retained Earnings on Account of Ledger D - Solvency Margin {97 581)
Amount available for appropriation 1,815,648
Interim Dividend for 2017 @ 37.5% (2016: 30%) 375,000
Final Eash dividend for 2017 @ 112.5_% (2016; 120%) _ 1,125,000
Trarsfer to general reserve 250,000

1,750,000
Unappropriated profit Carmied forward 65,648
Profit after tax for the year 1,581,333
Capitai Contribution - Window Family Takaful {12,809}
Retained Earnings on Account of Ledger D — Solvency Margin (205,738)
Avzilable for appropriation 1,428,434

The Directors recommend that this amount to he
appropriated in the following manner

Interim Dividend for 2018 @ 37.5% {2017 37.5%) 375,000
Propased Final cash Dividend 2018@ 112.50%(2017:112.50%) 1,125 000
Proposed transfer from General Reserve _ {150, 00Q) .
(1, 350, 000}
78,434

Market Share

Based on the figures compiled by the insurance Associztion of Pakistan, as of 30 September
2018 the Company has a market share of 30% in the private life insurance sector companies
based an the gross premium income.

Increasing outreach

Pakistan offers tremendous opportunity longer term for growth of life insurance due to its low
insurance penetration and a burgecning middle class, through protection and savings solutions.

The Company has a robust product range covering key financial planning needs and focusing on
the main segments of the society — ranging from micro up to the high net worth segment. The




Company offers conventional and takaful products which focus on the needs of savings and
wealth accumuiation, child education and marriage, retirement planning, as well as protection.
For the micro insurance segment, the company focuses on protection solutions such as term life,
personal accident and hospital cash.

During 2018, the Company further consolidated its product range by augmenting the existing
menu offered through the sales force as well 2s bancassurance partners. At the same time, the
Company strengthened its presence in the micro and mass market segments, and launched
innovative financial sclutions with telecommunication companies, branchiess banks, microfinance
institutions and technology platforms.

The Company has various distribution channels for its two main lines of businesses — Individual
Life and Group Life. For its Individual Life business, the Company utilizes the Agency Sales Force
and Bancassurance channels. As part of the Agency Sales Force, the Company also has s
dedicated team for Takaful.

For its Group Life line of business, the Company utilizes its dedicated marketing team,
commercial banks, and other intermediaries such as telecommunication companies, Branchless
Banks, MFis and MFBs, as well as digital and payment platferms.

The Company has an individual life branch network of over 200 locations across the country, For
Bancassurance, the Company has a partnership with 14 banks. :

Recognizing the penetration of e-commerce and evolution of online market places, along with
increasing internet density and insurance awareness, the Company ventured into the digital
space for online distribution of insurance products and launched “BuyNow” platform on its
wehbsite. The Company believes that over a pericd of time, the online channels will contribute to
the digital financial inclusion strategy and help to expand the insurance safety net to a larger
segment of the poputation

Family Takatul

The Company offers its takaful range of products under a dedicated brand “Hemayah”, through
its individual life and takaful sales force, bank partners and group berefits setup. 2018 is the
fourth year of Window Takaful Operations.

During 2018, the new business contribution of takaful in the total Individual Life/Family takaful
segrnent was as follows:
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The Company expects this new line of business to grow over a periad of time and tontribute
pasitively 1o the tap line as well as boitom line. :

Critical performance measures: The Company evaluates its performance on certain key
defined measures such as:

+ Growth in premium for each line of business

+ Number of lives insured

s Persistency of individuai life business by distribution channel
s loss ratio analysis for short term business

« [Expense ratios and trends

«  Mortality and morbidit}y experience

+  Growth In profitability for each line of business

The Cempany expects these parameters to be relevant for future as well and will continue its
internal performance measurement based on these critera.

Insurer Financial Strength Rating: .
The Company has an IFS rating of AA+ (Outlook: Stable) by JCR VIS Credit Rating Agency. The
rating takes into account the Company's strong capitalization level vis-a-vis the nature of risks
ungerwritten and the very high capacity to meet policyholders’ obligations. The rating
reaffirmation recognizes the Company's strang financial footing, long-term sustainable business
strategies, innovative products, superior systems and IT infrastructure, satisfied clients and
prudent investment policies resuiting in good medium to long term returns to our clients.

Awards and Achievements:

Your Company’s performance and market leadership was recognized by various independent
entities during the year. The Company received the Tollowing prestigious awards during 2018:

* Corporate Excellence Award by Management Association of Pakistan

s Consumer Choice Award 2017 for Best Life Insurance Company in Pakistan for 10th
consecutive time, for excellence in management practices and service quality.

* Brand of the Year award 2017




» EFU Life Assurance’s Annual Report 2017, 25 Years of Growing Together’ ranked in the
Top three in the Best Corporate Report (BCR) Award 2017 in the Non-Banking Financial
Institutions Category by ICAP & ICMAP for best presented accounts

o ‘Certificate of Merit” by South Asian Federation of Accountants [SAFA) for Best
Presented Accounts 2017 in the insurance sector, within South Asian countries

e Winner of Best Life Insurance Company 2018 in Pakistan’ at the 2018 International
Finance Awards

e (SR Award 2018 for Social Impact

e Digital Innovation Award 2018 for mobile app

¢ Unpgrade of ISO Certification to ISO-9001:2015

Onerational Efficiency and Technology:
In 2018, the Company continued its focus on creating Operational efficiencies using tecHnolog\; as
an enabier. Some key developments are as follows:

The Company continued to consolidate the services provided by its Tier il campliance level state
of the art Data Center. The Company achieved 99% uptime for the data center providing
uninterrupted services to its various internal and external customers,

The Company had significantly enhanced its Network Security framework in 2017 and in 2018
continued with its 360-degree strategy to defend againsgt various Cyberattacks, by managing the
connectivity and integration of all stakeholders with the Head Office that include hranches,
agents’ devices, clients, bancassurance and other business partners.

The Branch infrastructure has been upgraded and more than 100 locations are in the $mart
Branch category with centrally managed services 10 enhance user performance and to provide
better services. Moreover, critical branches have been deployed with redundant fiber
connectivity to increase their uptime and manage their auto fail-over.

The Company further continued its focus on mobile apps. A new app was launched for the
Takaful Sales Force which provides hierarchy-wise details and access to zil business-related
information, portfolio management, claims intimation, leads follow-up, as well as facility of
uploading documents, In addition, tie ups with branchless banks” mobile wailets for premium
collection were done during the year. Sales consultants can also coilect card-based payments via
their Agent App. A link with NADRA has been created and setup in Sales Branches for
verification of client identity for Maturity and Surrenders.

Human Resource Management:

Your Company believes that investment in developing and motivating staff plays a pivotal roie in
their positive contribution to the current and future success of the Company. During 2018, the
Company continued to focus on the career development of its professional life insurance
management team. Our staff includes experienced insurance sales personnel, accountants, IT
professionals, underwriters, medical doctors, lawyers, business management graduates and
actuaries, to name a few.




The Company actively supports its staff to acquire relevant professionai qualifications and has in
place career programs linked to international professional bodies In the field of actuarial science,
finance, accounting, underwriting and clairms management.

The Company has in place a succession pian for key individuals of the management team. In
2018, succession planning was also introduced at a departmental level to ensure the continuity
of middle management and to reinforce managerial capacity.

The performance management system was overbauled with 2 key emphasis on ensuring
individual and team productivity and growth, greater transparencies of performance evaluation
and ensuring continuous, retevant and timely performance feedback to our emplovyees.

Capacity enhancement and learning and development was a key area of focus during the year. A
comprehensive capacity enhancement program was initiated to help build and reinforce
professional and managerial capacities in our staff and management. The annual empioyee
engagemeant survey was conducted for the secand time In 2018 and recorded high levels of
employee satisfaction and engagement comparable to international benchmarks and gave
useful insights that are being used o ensure employee retention and productivity, A sirnilar
survey was alse rolled out for the sales force subsequently.

The Company also began several health and wellness initiatives for our steff in 2018 that will
continue inte 2018, Several employee engagement activities were routinely conducted
throughout the year to ensure that our team remained motivated, productive and engaged with
the Company.

Environment

The Company has consciously invested in technology to reduce the usage of paper in its offices.
The Enterprise Content Management technology from IBM Filenet has over time expanded into
key functions of the Company, to digitalize paper documents and automate business processes
and operational workflows (BPM}. The Company has a keen eye on ensuring that the work
environment stays green. Due to this system, the Company has minimized the usage of filing
cabinets, shelves, physical space, paper documents and files which eventually czuse paper-
pollution and deforestation; thus, creating a positive impact on the green house environment
which exacerbates global warming.

Capital Management and Liquidity
The Company has adequate ¢apital to support its existing operations. The Company’s paid up
capital of Rs, 1 billion is the highest in the private life insurance sector.

The Company's liquidity position also remained very strong with cash and cash equivalents at
the end of 2018 of Rs. 15.8 billion (2017; Rs. 18.5 billion).

Related Party Transaction

At gach Board meeting the Board of Directors approve the Company’s transactions made with
Associated Companies and Related Parties. Al such transactions are executed on arm’s length
basis.




Internal Audit function

The Board is responsible for effective implementation of a sound internal control system
including compliance with control procedures. The Audit Committee is assisted by the Internal
Auditor in reviewing the adequacy of operational controls and in monitoring and managing risks
to provide reasonabie assurance that such system continues to operate satisfactorily and
effectively in the Company and to 2dd value and improve the Company’s operations by
providing independent and objective assurance. The principal responsibility of the Internal
Auditor is to conduct periodic audits and to ensure adequacy in operational controls,
consistency in application of policies and procedures, compliance with Jaws and regulations.

As part of Corporate Governance, your Company has Underwriting Committee, Claims
Settlement Committee, Reinsurance Committee, Risk Management and Compliznce Cammittee.

Risks to business:
Business risks and mitigation factors are described in detail on page {20) of this Annual Report.

CSR Initiatives

The Company focuses on three key areas for developing sustainable projects for community
development - education, health and environment. We encourage our employees to volunteer
regularly and are continucusly exploring avenues for empowering individuals to becorne
resourceful individuals of the community.

The key CSR initiatives during 2018 are as follows:

Commemorating Worid Thalassemia Day

An awareness session on Thalassemia was conducted for the employees, followed by
Thalassemia screening and a blood donation drive. In addition to this, Afzaal Memorial Trust
Blood Bank is supported by EFU Life,

Celebrated the 6th ‘Insurance Day” with students of SOS Children’s village

EFU Life has been supporting SOS Children’s Village for many years. This insurance day, the
Company arranged & carnival at a Theme Park in Karachl, whereby the employees set up
different stails of food and fun activities, and also put up a musical show to entertain the
children of SOS Children’s Village. '

Family Educational Services Foundation (FESF) Craft store

A daylong session was arranged with FESF held at EFU Life Head Office to create awareress
about FESF initiatives, along with the setup of a craft store, whereby employees were
encouraged to buy the merchandise developed by the children of FESF. All proceeds from the
sale were given to FESF,

‘Join Hands for a Life’ Social Media Campaign

The Company ran a Ramadan Campaign on EFU Life Social Media pages, with SIUT, LRBT, FESF,
and Dar ul Sukun, to ¢reate awareness about the NGO’s, with donations made to the respective
NGO's on every engagement on the posts in terms of Likes, Shares and Comments.




Fund Raising for LRBT
LRBT Fund Raising Musical Event Sponsored by EFU Life 1o create awareness about the LRBT
initiatives.

Supporting the cause of Education with TCF

EFU Life has a longstending partnership with TCF, whereby we donate Rs.50 on every education
policy sold through any of our distribution channels.

Other than the financial contribution to TCF, the Company actively participates in TCF Rahbar
Program, where employees volunteer in the meny schools of TCF,

Meri Shaan Mera Pakistan — Beautifying the city through Wall Art

‘Meri Shaan Mera Pakistan’ campaign was initiated in 2016, with 3 projects conducted so far
with an objective to reclaim the walls of major public areas of the city through thematic wall art,
aimed at eradicating wall chalking and negativity on walis. The campaign rejoiced the spirit of
patriotism and depicts the rich cultural heritage of Pakistan. The project is on going, and the
walls are regularly maintained by the Company to keep them vibrant.

Business Ethics, Consumer Protection and anti-corruption measures

The Board has adopted the staternent of ethics and business practices. All employees are
informed of this statement and are required to observe these rules of conduct in relation to
business and regulations. Staterment of Ethics and business practices are based on integrity,
dignity, culture of excellence and ethical dealing with clients, peers and the pubiic,

Relationship with other Stakeholders

Your Company strives to maintain good refationship with:

s |ts employees by providing a positive work environment

» Its clients through building trust and providing quality service

* The business community through honest and fair dealing

s  The Government through promoting free enterprise along with competitive market
system and complying with ali applicable laws; and

» Scociety in genera) through providing safe and healthy workplace and provide employees
the apportunity to improve their skills

Contribution to National Exchequer

Your Company contributes substantially to the nationat economy in terms of taxes and duties
and the contribution is increasing as the company grows, This year the Cornpany cantributed
Rs.902 Million to the national exchequer in the form of Income Tax, Federal Excise Duty, Sales
Tax, stamp duty etc.

Compliance with Code of Corporate Governance
The requirements of the Code of Corporate Governance set out by the regulatory authorities
have been duly complied with. A statement to this effect is annexed with the report.

The Directars of your Company were elected at the Extra Ordinary General Meeting held on
June 20, 2017 for a term of three years expiring on June 21, 2020.




The number of meeting attended by each Director is given hereundes:

Sr. No Name of Directors Number of meetings attended
1, Rafique R Bhimjee 4 gutofa
2. Saifuddin N Zoamkawala Ioutofa
3, Taher G Sachak 4 out of 4
4, Ali Raza Siddiqui 3outofa
5. Muneer R Bhimjee 3outofd
E. Hasanali Abdullah doutord
7. Heinz Walter Dollberg Zoutofd
8. Salman Rasheed 4outof 2
9, Kamal Afsar 4outof4

Board Commitiess
Your Company maintains the following three Board Committees.

»  Audit Committee;

The Board 1s responsible for effective implementation of a sound internal contrel system
including compliance with control procedures. The Audit Committee is assisted by the [nternal
Auditor in reviewing the adequacy of operational controls and in monitoring and managing risks
10 provide reasonable assurance that such system continues to operate satisfactorily and
effectively in the Company and to add value and improve the Company’s operations by
providing independent and objective assurance. The principal responsibility of the Internal
Auditor is to conduct pericdic audit to ensure adequacy in operational controls, consistency in
application of policies and procedures, compliance with the laws and regulations. The
Cornmitiee comprises of the following members:

Karnal Afsar (Chairman)
Saifuddin N Zoomkawala
Muneer R Bhimjee
Hasanali Abdullah

Ali Raza Siddiqui
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~ Investment Committee

The Company has a Board level investrent Committee that meets on by-monthly basis to
review the investment portfolio. The Committee is also responsible for developing the
investment policy for the various funds managed by the Company. The Committee comprises of
the following members:

Rafique R Bhuimjee (Chairman)

Saifuddin N Zoomkawala

Taher G Sachak

Hasanali Abdullah

Omer Morshed — Appointed Actuary

S. Shahid Abbas - Management Executive
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7. Mohamrned All Ahmed — Management Executive
2. 5. Mohamrmed Owais — Management Ex_ECutive

¥ Ethics, HR & Rernuneration Committee

The Committee is responsible for recommending to the Board resource management policies of
the Company as well as selection, evaluation and compensation of the key officers of the
Company. The Committes comprises of the following members:

Kamai Afsar (Chairman)
Rafigue R Bhimjee
Saifuddin N Zoomkawala
4. Taher G Sachak
Management Committees:
As part of Corporate Governance, your Company maintains following four Management
Committees which meet at feast once every quarter: ' ’

W e

Underwriting Committee

Claim Settlement Committee

Reinsurance Committee

Risk Management and Compliance Committee

0O o0 o0

The Board has approved the re-composition of the Risk Management and Compliance
Committee by including the name of Syed Abdul Mujeeb (Manager in Actuarial department)
who Is responsible for ERM (Enterprise Risk Management) function. After his induction, re-
constitutional committee consists of the following members:

_Risk Management & Compliance Committee

¢ Taher G. Sachak [Chairman)
»  Mohammed Ali Ahmed
e S, Shahid Abbas
s Zain lbrahim
» Al Qureshi
e Abbas Hussain
¢ Abdul Mujeeb
Carporate and Financial Reporting Frame Work

a) 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.

b) Proper books of accounts have been maintained by the Company.

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

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

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

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 detaiied in the listing regulations.

The key operating and financial data for the last six years 15 annexed.

The value of investments of provident and pension funpds based on their un-
audited accounts as an December 31, 2018 were the following.

Provident Fund Rs. 464 Million
Pension Fund Rs. 303 Millign

The value of investments includes accrued interest.

Trading of Shares by Chief Executive, Directors, Chief Financial Officer, Company
Secretary, their spouses and minor children:

15T OCTOBER 2018 TO 313T DECEMBER 2018

PURCHASE OS SHARES No. Of Shares
EFU General Insurance Ltd. 24,300
Rafique R. Bhimjee 15,200
Mohammed Al Ahmed 2,900

SALE Q5 SHARES No. Of Shares

NiL NIL

The statement of shareholding in the Company as at 31 December 2018 is
included with the Report.

Qur external auditors” KPMG Taseer Hadi & Co. Chartered Accountants completed their tenure
of five years as of 31st December 2018 which is the maximum period ailowed as per CCG for
insurers, 2016. The CCG for Insurers requires the insurer to change thair external auditors every
five years. However, the Listed Companies (CCG) Regulations, 2017 requires that all inter-related
companies/ institutions, engaged in business of providing financial services shall appoint the
same firm of auditors to conduct the audit of their accounts. As auditors of our Holding
Company, EFU General Insurance Limited are KPMG Taseer Hadi & Co, Chartered Accountants,




who have completed two years as of 31% December 2018. To comply with the zbove
requirements, we sought clearance from SECP for the reappointment of our existing statutory
auditors’ KPMG Taseer Hadi & Co. Chartered Accountants with partner rotation which got
approved through letter Ref No. ID/OSM/EFULIfe/2019/220 dated January 18, 2019.

Future Qutiook of the industry:

Your Company continues to maintain a positive outlook on the next 5 years of the life insurance
and family takaful industry. Distribution ¢hannels and their effective utilization will continue to
be the primary driving force resulting in an increased insurance penetration and expansion of
the financial protection safety net. At the same time, alternative mass market channels focusing
on including 2 larger number of lives under the insurance net will continue to be explored by the
tompanies, as part of the Government’s National Financial Inclusion Strategy, using technology
85 an enabler. With the expansion of the distribution channels, the Company expects the
industry players to focus more on improving the productivity.

With the opening up of window takaful operations during 2015, and several window takaful
operators having started operations, the Company expects takaful outreach to expand and
contribute positively in increasing the size of the insurance pie. Technology will play a key role in
the industry’s future strategy. The Company expects investments in enhancing the technology
base for back-end oparations and for front-end sales and services to clients.
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EFU Life House, Plot No. 112, 8th East Street, Phase |, DHA, Karachi,
Emazil: info@efulife.com, csd@efulife.com
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Statement of Compliance with the Shariah Principles

The financial arrangements, contracts and transactions, entered into by EFU Life Assurance Limited-
Window Takaful Operations ("the Company’) for the year from 1 January 2018 to 31 December 2018
are in compliance with the takaful rules, 2012,

Further we confirmed that:

The Company has developed and implementad all the policies and procedures in accordance with
takaful rules, 2012 and rulings of the Shariah Advisor along with a comprehensive mechanism to
ensure compliance with such ruling and takaful rules, 2012 in their overall cperations with-zero
tolerance. Further, the governance arrangements including the reporting of events and status to
those charged with relevant responsibilities, such as the audit Committee / Shariah Advisor and
the Board of Directors have been implemented;

The Company has imparted training / orientations and ensured availabitity of all manuals /
arrangements approved by Shariah advisor / Board of Directors to maintain the adequate level of
awareness, capacity and sensitization of the staff, management;

All the preducts and policies have been approved by the Shariah Advisor and the financial
arrangements including investment made, policies, contracts and transactions, entered into by
Window takaful Operations are in accordance with the policies approved by Shariah Advisor.

The assets and liabilities of Window takaful Operations {Participants takaful fund and Operator’s

Sub fund) are segregated from its other assets and liabilities, at all times in accordance with the
provisions of the takaful rules, 2012.

This has been duly confirmed by the Shariah Advisor of the Company.

Dated: March 22, 2019
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e " Nidnaging Director
{Chief Executive Officer}
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Annual Shari‘ah Review Report
For the year ended December 31, 2018
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EFU Life Assurance Ltd started its Window Takaful Operations on 6th February 2015. By the grace of Allah, the year
under review was the fourth successfui year of Family Takafu! in EFU Life. In this year, the Management, Distribution
Channels and Board of Directors demonstrated their sincere efforts for the promotion of Takaful and underwritten
geod numbers in Tekaful,

Progress of the Year 2018:
During the year under review; EFU Life Windew Takaful Operations (EFU Life-WTO) has achieved significant suctessas,
details of which are as follow:

1. Under the guidance of the undersigned EFU Life-WTO developed different Takaful Products especially in the
Individual and BancaTakafui segments focusing on the need of Savings, protection and investment based plans.

2. All the distribution channels of EFU Life-WTO including BancaTakaful, individual and Group Family Takaful
segments performed very well and underwritten goed figuras in Takaful.

3. Number of Religious Institutions (Madaris) continued their fatawa in favor of Takaful Praducts of EFU LifesWTO,
Their Fatawa can be viewed on the website and Takaful booklet of the Company.

4. EFU Life-WTQ invested a ot on individual Takaful sales force and appointed new dedicated team to promote

its Takaful range country wide. In short period of time, this new team performed well and written good numbers
in Individual Takaful sagment,

Sharigh Certitication:
As Shart'ah Advisor of EFU Life-WTO; | confirm that:

» I have carefully reviewed all the product documents of EFU Life-WTO including Takaful Policies, Brochures,
Marketing materials, Agreements of BancaTakaful and Group Takafu! ete. and Alhamdulilath | have found them
in accordance with Shariah Principles,

*  Before launching of any Takaful Product, EFY Life-WTO took guidance and advice of Shari'ah fram the undersigned
and developed the Takaful Products in accordance with the guidelines provided by me as Shariah Advisor,

= Segregation of Window Takaful Operations is the essential part of valid Takaful contracts. | am pieased to state
that EFU Life has realized criticalities of this issue and from the day one, Alkamdulillah, all the Takaful Funds,

Investments, Bank Accounts, Systems and other related issues are kept separate from its conventional insurance
business, as per requirement of Shariah.




¢+ Conducting Training and Development is an imperative for understanding the principles of Takaful and its
practical outline. For this purpase EFU Life-WTO arranged classroom fraining sessions for its Distribution Channals
working in their respective fields and | perscnally felt that participants gained significantly from these training
sessions. [ hope EFU Life-WTO will continue this practice in the future.

* Al investments under Takaful Growth Fund and Takaful Aggressive Fund fulfill the requirernents of Shari‘ah.
Mareover, the investments of all ather Takaful Funds are separate from the conventional insurance business and
they are in line with Shariah,

s Few cases which were required 1o be consulted from the Shariah perspective were discussed with the management
and duly resolved.

In the end: | pray to Allah Almighty to grant us success and help us at every step, keep us away from every hindrance
and difficulty, and give financial success to EFU Life Window Takaful Operations.

S A xan gy Sl Dy

s

hMuhammad lbrahim Essa

Shariah Advisor

EFU Life Assurance Limited-Window Takaful Operations
20th March, 2019

The Shari'ah Advisor of EFU Family Takaful is Mufti Muhammad tbrahim Essa, a prominent scholar from Jamiah Darul
Uloom Karachi spedializing in Istamic Finance and Takaful. Muft 1orahim has completed his Darse Nizami (Masters
in Quran and Sunnah) and Takhassus Fil Figh (Specialization in islamic Jurisprudence) from Jamiah Darul Uloom
Karachi under the dose supervision of Mufti Muhammad Tagi Usmani,

Mufti lbrahim is also a teacher and member of Daru! Ifta, Darul Uloom Karachi (September 2006 to date). He is
also associated as Shariah Advisor with different Islamic Financial Institutions, an Islamic Bank, Mudarabas and an
auditing Firm.




Chairman’s Review

| am pleased to present to you the Tweniy Seventh Annual Report of the Company for the year anded 31
Decemnber 2018.

Economic review:

The economic deterioration which started in 2017 gathered momentum in 2018 where by lune 2018
current account deficit increased to USD 18.9 Bn (~6% of GDP) whereas foreign currency resesves declined
to USD 16.4 Bn. As 2 result, PKR devalued censiderably against the Doilar and State bank increased the
policy rate by 425 bps in CY18. The Government is engaging friendly countries and the IMF to address the
twin deficits and providing incentives to revive economic growth; however, the policy measures put into
effect in 2018 wiil affect GDP growth in 2018.

Insurance Opportunity:

Pakistan, with its population of over 200 million, and 60% under the age of 25 years, provides a fertile
market for a significant potential for life insurance business. The burgeoning middle class and increasing
awareness on financial services, such and banking and insurance, is creating an environment conducive
for growth of the life insurance sector. Pakistan has a life insurance penetration rate (gross premiums as
% of GDP) of 0.5%, which is low by international and regional standards, and thus provides an opportunity
for growth in the years to come. The Government has adopted a strategy of creating an enabling
environmant for financial inclusion of the underserved population, and insurance can act as a pillar of this
strategy resulting in further expansion of the life insurance pig in the next 5 to 10 vears.

[nsurance and Takaful industry:

The life insurance and family takaful industry of the Country comprisas of nine players. With a 27 year rich
history of successful life insurance operations, your Company is one of the leading players in the private
life insurance sector. The life insurance industry gross premium has crossed the Rs. 200 Billion mark,
registering a 5 year annualized growth of over 20%, and the future outlock is positive.

The regulatory environment for life insurance remained conducive to growth, with the Securities and
Exchange Commission of Pakistan taking a lead on many frents in engaging with the industry and
strengthening the regulatory regime in various areas.

Company’s performance:

Your Company’s gross premium (including Takaful contributions) was Rs. 30.79 hillion. Al distribution
channels contributed positively to this performance. During the vear, the Company’s statutory funds
generated a surpius of Rs. 2.14 billion. Out of this surplus, Rs. 1.98 billion was transferred to the Profit &
Loss Account after retaining the amount necessary to meet 100% Solvency Margin raquirement, After

including the performance of the Shareholders’ fund, your Company made an after tax profit of Rs, 1.58
billion.

The Board has developed a vision and mission statement, overall corporate strategy and significant

policies of the Company. These are aimed at providing the management of the Company a strategic
direction and a long-term vision for the business.

0




Keeping in view this direction fram the Board, the Company cantinues to excel in the private life insurance
sector of the country. The overall insurance industry is on a growth trajectory and the Company has a
positive outlook for the industry over the next 5 years. The Board will continue to play its vital role in
stearing the strategic: direction of the Company to ensure that it remains amongst the leading fife
insurance companies and solidifies its market position in the years 1o come.

On behalf of the Company, | would like to record my appreciation for the tremendous contribution made
by the able and eminent officers, staff and distribution channels of the Company towards its development
and growth. My gratitude is also due to EFU General Insurance Ltd. for their continuous support and
guidance, which has enabled the Company to establish a strong presence in the market,




EFU Life Assurance Limited
Statement of Compliance with the Code of Corporate Governance for Insurers, 2016 &
Listed Companies {Code of Corporate Governance) Regulations, 2017,
For the year ended 31 December 2018

This statement is being presented in compliance with the Code of Corporate Governance
for Insurers, 2016 (the Code) for the purpose of establishing a framework of good
governance, whereby an insurer is managed in compliance with the best practices of
corporate governance and the Listed Companies (Code of Corporate Governance)
Reguiations, 2017.

The Company, being an insurer, has applied the principles contained in the said Codes in
the following manner:

1. The Company encourages representation of independent and non-executive
Directors and directors representing minority interests on its Board of Directors. At
present the Board includes:

Category . Name
Independent Director Mr. Kamal Afsar
Executive Director Mr. Tzher G. Sachak
Non-Executive Directors Mr. Rafique R. Bhimjee
Non-Executive Directors Mr. Szifuddin N. Zoomkawala
Non-Executive Directors Mr. Muneer R. Bhimjee
Non-Executive Directors Mr. Hasanali Abdullah
Non-Executive Directors Mr. Heinz Walter Dollberg
Non-Executive Directors Mr. S. Saiman Rashid
Non-Executive Directors Mr. Ali Raza Siddigui

The independent director meets the criteria of independence under the Code and the
Listed Companies {CCG) Regulations, 2017.

2. The directors have confirmed that none of them is serving as a director on more than
five (S} listed companies, including this company.

3. Allthe resident directors of the company have confirmed that they are registered as
taxpayers and none of them has defaulted in payment of any loan to 2 banking

company, a DFl or an NBFI. None of the directors or their spouses is engaged in
business of stock brokerage.

4. There was no casual vacancy occurred on the Board during the vear.

5. The Company has prepared a "Code of Conduct” and has ensured that appropriate
steps have been taken to disseminate it- throughout the company along with its
supporting policies and procadures,

6. The Board has developed a vision / mission statement, overall corporate strategy'and
significant policies of the Company. A complete record of particulars of significant
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10,

11.

12,

13,

14,

1=,

16,

i7.

policies along with the dates on which they were presented on the Board for approval
.or amendment has been maintained.

All powers of the Board have been duly exercised and decisions on material
transactions including appointment and determination of remuneration and terms
and conditions of employment of Chief Executive Officer, other executive and
nonexecutive directors and the key officers, have heen taken by the Board except the
decision an terms of and the circumstances in which a law suit may be compromised
and claim / right in favor of the company may be waived, released, extinguished or
relinquished, which shall be made within timeline provided in Code.

The meetings of the Board were presided over by the Chairman and the Board met at
least once in every quarter. Written notices of the Board meetings, along with agenda
and working papers, were circulated at least seven days before the meetings. The
minutes of the meetings were appropriately recorded and circulated.

The Board has established a system of sound internal control, which is effectively
implemented at all. levels within the Company. The Company has adopted and
complied with all the necessary aspects of internal controls given in the Code.,

The Board arranged ari Orientation course for all its directors in the form of booklet .
which Was submitted to the Board of Director during the year 1o’ apprise them of

their duties and responsibilities and also about changes in Code of Corporate
Governance,

The Board has put in place a mechanism for an annual evaluation of the board's own
performance as required under the Listed Companies (CCG) Regulations, 2017,

There was no change of Chief Financial Officer, Company Secretary and Head of
Internal Audit during the year 2018. The Board had approved the remuneration of
CFO & Company Secretary and the Head of Internal Audit Department. The Board
have now appcinted Mr. Abbas Hussain as Corporate Secretary of the Company.

The Directors' Report for this year has been prepared in compliance with the
requirements of the Code and the Listed Companies (CCG) Regulations, 2017 and fully
describes the szlient matters required to be disclosed.

The financial statements of the Company were duly endorsed by Chief Executive
Qfficer and Chief Financial Officer before appreval of the Board.

The Directors, Chief Executive Officer and other executives do not hoid any interest in
the shares of the Company other than that disclosed in the pattern of sharehalding.

The Company has complied with ail the corporate and financial reporting
requirements of the Code and Listed Companies (CCG) Regulations, 2017.

The Board has formed the following Management Committees under the Code:
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Underwriting Committee:

Name of the Member

Category

Taher G. Sachak

Chairman {Chief Executive Officer)

Dr Tajuddin A, Manji

Member

Zain lbrahim Member
Hasan Sheikh Member
Dr Asadul Hadi Siddiqui Member

Claim Settlement Committee:

Name of the Member

Category

" Taher G. Sachak

Chairman (Chief Executive Officer}

. Arshad tgbal

Member

| Dr Ammara Moazzum

Member

Sajjad Hussain

Member

Reinsurance Committee:

Name of the Member

Category

Taher G. Sachak

Chairman (Chief Executive Officer)

Mohammad Ali Ahmed

Member

Zain Ibrahim " Member
Raza Hasan . Member
Ali Qureshi Member

Risk Management & Comhliance Committee:

Name of the Member

Category

Taher G. Sachak

Chairman (Chief Executive Officer)

Mohammed Ali Ahmed

Member

5. Shahid Abbas Member
Zain [brzhim Member
Ali Qureshi Member
Abbas Hussain Member
Abdul Mujeeb

Member




18. The Board has formed the following Board Committees under the Code / Listed
Companies (CCG) Regulations, 2017;

Ethics, Human Resource & Remuneration Committee:

Name of the Member

Category

Kamal Afsar

; Chairman {Independent Director)

Rafique R. Bhimjee

Member (Non-Executive Director)

Saifuddin N. Zoomkawala

Member (Non-Executive Director)

Taher G. Sachak

| Member {Chief Exacutive Officer)

Investment Committee:;

Name of the Member

Category

Rafique R. Bhimjee

Chairman {Non-Executive Director)

Saifuddin N. Zockawala

Member (Non-Executive Directar)

Taher G. Sachak

Member (Chief Executive Officer)

Hasanali Abdullah

Member (Non-Executive Director}

Cmer Morshed

Member

S. Shahid Abbas

Member {CFO)

Mohammed Ali Ahmed

Member (Actuary)

S. Muhammad Owais

Member

"18. The Board has formed an Audit Committee. [t comprises of four members, of whom
one is independent director and three are non-executive Directors, The chairman of
the committee is a non-executive director. The com position of the Audit Committee

is as follows:
Audit Committee:
Name of the Member Category
Kamal Afsar Chairman {Independent Director)

Hasanali Abdullah
Saifuddin N. Zoomkawala
Muneer R. Bhimjee

Ali Raza Siddiqui

Member (Non-Executive Director)
Member {Non-Executive Director)
Member {Non-Executive Director)
Member (Non-Executive Director)

20. The terms of reference of the aforesaid committees have been formed, documented
and advised 1o the committee for compliance.

21. The meetings of the Committees, except Ethics, Human Resource and Remuneration

Committee, were held at least ance every quarter prior to approval of interim and
final results of the insurer and as required by the Code / Listed Companies (CCG)
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22,

23.

Regulations, 2017, Ethics, Human Resource and Remuneration Committee was held
once a year

The Board has set up an effective internal audit function who are considered suita by
qualified and experienced for the purpose and are conversant with the policies and
procedures of the company.

The Chief Executive Officer, Chief Financial Officer, Compliance Officer and the Head
of Internal Audit possess such qualification and experience as is required under the
Code. The Appointed Actuary of the Company also meets the conditions as laid down
in the said Code. Mareover, the persons heading the underwriting, claim, reinsurance,
risk management and grievance functions / departments possess gualification and
experience of direct relevance to their respective functions, as reguired under section
12 of the Insurance Ordinance, 2000 {Ordinance No. XXXIX of 2000):

Name of the Person

Designation

Taher G. Sachak

Chief Executive Officer

| s. Shahid Abbas

Chief Financial Officer

Abbas Husain

Compliance Officer

Mohammed Ali Ahmed

Actuary

Abbas Husain

Company Secretary

Mohammad Abbas

Head of Internal Audit

Zain Ibrahim Head of Underwriting

Dr Ammara Moazzum Head of Claims

Al Qureshi Head of Reinsurance

Ali Qureshi Head of Risk Management
Arshad lgbal Head of Grievance Dept.

24. The statutory auditors of the Company have been appointed from the panel of
auditors approved by the Commission in terms of section 48 of the Insurance
Ordinance, 2000 (Ordinance No. X)0UX of 2000). The statutory auditors of the
Company have confirmed that they have been given a satisfactory rating under the
quality control review programme of the Institute of Chartered Accountants of
Pakistan, that they or any of the partners of the firm, their spouses and minor children
do not hold shares of the insurer and that the firm and all its partners are in
compliance with International Federation of Accountants (IFAC) guidelines on code of
ethics as adopted by Institute of Chartered Accountants of Pakistan.

25. The statutory auditors or the persons associated with them have not been appointed
to provide other services except in accordance with the listing regulations and the
“auditors have confirmed that they have observed IFAC guidelines in this regard.

26. The Appointed Actuary of the Company has confirmed that he/she or his/her spouse
and minor children do not hold shares of the Company.
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27.

28,

5.

30.

31.

32.

33.

34,

35.

36.

37,

38,

The Board ensures that the Appointed Actuary' complies with the requirement set out
for him/her in the Code.

The Board ensures that the investment policy of the Company has been drawn upin
accardance with the provisions of the Code.

The Board ensures that the risk management system of the Company is in place as per
the requirement of the Code.

The Company already has risk management function, which carries out the tasks as
covered under the code.

The Beard ensures that as part of the risk managerment system, the Company gets
rated from JCR-VIS which is being used by its risk management function/department
and the respective Committee as a risk monitoring tool. The rating assigned by the
said rating agency on 28 November 2017 is AA+ with Stable outlook. which carries
out its tasks as covered under the Code.

The Board has set up a grievance depa rtment/function, which fully complies with the
requirements of the Code.,

The Company has not obtained any exemption from the Securities and Exchange
Commission of Pakistan in respect of the requirements of the Code.

All directors are either already certified or exempt from the said requirement under
Code of Corporate Governance contained in Listing Regulations.

The 'closed period', pricr to the announcement of interim / final results, and business
decisions, which may materially affect the market price of company's securities, was
determined and intimated to directors, employees and the Pakistan stock exchange
as required by the Listed Companies (CCG) Regulations, 2017,

Material/price sensitive information has been disseminated among ali market
participants at once through the Pakistan stock exchange' as required by Listed
Companies (CCG) Regulations, 2017.

The Company has complied with the requirements relating to maintenance of register
of persons having access to inside information by designataed senior management
officer in a timely manner and maintained proper record including basis for inclusion
or exclusion of names of persons from the said list.

The Company is in the process of compiying with the requirements and regulations
laid down in Section 208 of the Companies Act, 2017. The compliance is dependent
on clarification from the Securities and Exchange Commission of Pakistan (SECP) with
respect to definition of related parties. In the meantime, the Company has continued
to present the details of all refated party transactions as disclosed in the financial
statements before the Audit Committee and upen their recommendation to the
Board for review and approval.
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39. We confirm that all other materizl principles contained in the Code and the Listed
Companies (CCG) Regulations, 2017 have been complied with.

By Order of the Board

brige

Name and Signature of the
Chairman of the Board
or Chief Executive

Date: 2.2 Maseth 20i9
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KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building No. 2, Beaumont Road
Karachi 75530 Pakistan

+92 (21) 35685847, Fax +92 (21) 35685095

INDEPENDENT REASONABLE ASSURANCE REPORT ON STATEMENT OF FREE
FLOAT OF SHARES

To the Chief Executive of EFU Life Assurance Limited.

Introduction

We have been engaged to perform a reasonable assurance engagement on the
annexed Statement of Free Float of Shares {'the Statement’) of EFU Life Assurance

Limited {"the Company’} as of 31 March 2018, 30 June 2018, 30 September 2018 and
31 December 2018.

Applicable Criteria

The criteria against which the Statement is assessed is Regulation No. 5.7.2(c)i) of
Pakistan Stock Exchange Limited Regulations (PSX Regulations) which requires every
listed company to submit directly to Pakistan Stock Exchange (‘PSX’) an annual Free -
Float Certificate duly verified by the auditor along with the annual audited accounts as
prescribed under regutation 5.6.4{a) of the PSX Regulations.

Management's Responsibility for the Statement

Management is respensible for the preparation of the Staterent as of 31 March 2018
30 June 2018, 30 September 2018 and 31 December 2018 in accordance with the
applicable criteria. This responsibility includes maintaining adequate records and
internal controls as determined necessary to enable the preparation of the Statement
such that it is free from material misstaternent, whsther due to fraud or error.

¥

Our Independence and Quality Contro!

We have complied with the independence and other ethical requirernents of the Code
of Ethics for Chartered Accountants issued by the Institute of Chartered Accountants
of Pakistan, which is founded on fundamental principles of integrity, objectivity,
professional competence and due care, confidentiality and professional behavior.

The firm applies International Standard on Quality Control 1 “Quality Control for firms
that perform Audits and Reviews of Historical Financial Information, and Other
Assurance and Related Services Engagements” and accordingly maintains a
comprehensive system of quality control including documented policies and
procedures regarding compliance with ethical requirements, professional standards
and applicable legal and regulatory requirements.

KPMG Tasaar Hadi & Co., a Partnership Tirm rogizigred s Pakiston and 2 mombor firn of ths KPMG rotwark of
Indepandant membar frms afflizied with KPMG Inlornatanal Cooporative {"KPMG Intormational™, a Swiss antity,




KPMG Taseer Hadi & Co. Telephone + 82 (21) 3568 5847
Chartered Accountants Fax + 82 (21) 3568 5085
Sheikh Sultan Trust Building No. 2 internet  www.kpmg.com.pk
Beaumont Road

Karachi, 75530 Pakistan

Qur Responsibility and Summary of the work performed

Our responsibility is to carry out an independent reasonable assurance engagement
and to express an opinion as to whether the Statement is prepared in accordance with
the applicable criteria, based on the procedures we have performed and the evidence
we have obtained.

We conducted our reasonable assurance engagement in accordance with International
Standard on Assurance Engagements 3000 {Revised), ‘Assurance Engagements other
than audits or reviews of historical financial statements’ (ISAE 3000) {Revised) issued
by the International Auditing and Assurance Standards Board. That standard requires
that we plan and perform this engagement to obtain reasonable level of assurance
about whether the Statement is free from material misstatement.

A reasonable assurance engagement in accordance with ISAE 3000 (Revised) involves
performing procedures to obtain evidence about the free float of shares and related
information in the Statement. The nature, timing and extent of procedures selected
depend on the practitioner’s judgment, including the assessment of the risks of
material misstaternent, whether dus to fraud or error, in the Statement. In making
those risk assessments, we considered internal control relevant to EFU Life
Assurance Limited’s preparation of the Statement. A reasonable assurance
engagement also includes assessing the applicable criteria used and significant

estimates made by management, as well as, evaluating the overall presentation of the
Statement.

We have carried out the procedures considered necessary for the purpose of providing
reasonable assurance on the Staternent. Our assurance procedures performed
included verification of information in the Statement with the underlying data and
record comprising of Central Depository Company statements, forms submitted by
the Company with Securities and Exchange Commission of Pakistan relating to its
pattern of shareholding and other related information. Verification that the computation
of free fioat of shares is in accordance with the PSX regulations also forms part of our
assurance procedures.

We believe that the evidence we have obtained is sufficient and appropriate to provide
a basis for. our opinion.

Opinion

In our opinion, the Statement as of 31 March 2018, 30 June 201 B, 30 September 2018
and 31 December 2018 is prepared, in all material respects, in accordance with the
PSX Regulations. '

KPMG Taaeor Hodl & Co., a Partnarship Tirm reglsiared in Paklstan
and a rember fierm of the KEME notwork of indegendant mombar
firms alfitlated with KPMG Intomational Cospamtive

{"HPRG Intomodional™), a Swiss antlty,




KPMG Taseer Hadi & Co.

Restriction on use and distribution

This report is issued in relation to the requirements as stipulated under Regulation No.
5.7.2{c)ii) of the PSX Regulations and is not to be used or distributed for any other
purpose. This report is restricted to the facts stated herein and the attachments.

-
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by e 2
Date: 29 March 2019 KPMG Taseer Hadi & Co.
Chartered Accountants
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‘EFU LIFE ASSURANCE LTD

EFU Life House, Pigt No, 112, 8™ East Street, Phase |, DHA, Karachi,
Email: info@efulife.com, csd@efulife.com

YEARS OF
EFU Life Assurance Ltd.
Statement of Free Float of shares for the year 2018

Total Qutstanding Shares 100,000,000 | 100,000,000 | 100,000,600 | 100,000,000
Less: Government Holdings

Less: Shares held by Directors/ Sponsors/ Senior -
Management Officers and their associgtes 21,377,339 21,312,420 21,357,152 21,391,171

Less: Shares In Physical form 1,682,507

1,704,273 1,398,279 1,311,973

Less: Shares held by Assaciate companies/ Group
Cornpanies {Cress holdings} £5,029,108 65,044,080 65,214,980 65,245,208
Less: Shares issued under ESOS that cannot be sold
in the open market in normat course - - - -

ILess: Treasury shares

Less: Any other category that are barred from
selling at the review date 6,664 5,664 6,664 §,664

Frea Fioat 11,394,382 11,932,563 12,022,925 12,040,984

Basis of Preparation: This Statement s prepared in accordance with the requirements of Regulation Ne. 5.7.fc)iiy) of
Pakistan Stock Exchange Limited,

/ =y ) ;,._./ ) a‘ )

P A )u‘;d\%ﬁ‘}}xhh m‘if‘i A
Taher G. Sachakn e ot

_ _a,,._...T-..—-Ma'h“é’éing Director & Chief Executive Corporate Secretary

P

.

Note:

"$ponsors” has the same meaning as defined in The Companies {Issue of Capital Rules, 1996.
*Senior Management Officers” and "Associates” have the same rmeaning as defined in the Securities Act, 2015.
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KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building No. 2, Beaumont Road
Karachi 75530 Pakistan

+92 (21) 35685847, Fax +92 (21) 35685095

INDEPENDENT AUDITOR’'S REVIEW REPORT
To the members of EFU Life Assurance Limited

Review Report on the Statement of Compliance contained in the Code of
Corporate Governance for Insurers, 2016 and the Listed Companies (Code of
Corporate Governance) Regulations, 2017

We have reviewed the enclosed Statement of Compliance with the Code of Corporate
Governance for Insurers, 2016 and the Listed Companies (Code of Corporate
Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of
EFU Life Assurance Limited for the year ended 31 December 2018 in accordance with
the requirements of regulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors
of the Company. Our responsibility is to review whether the Statement of Compliance
reflects the status of the Company's compliance with the provisions of the
Regulations and report if it does not and to highlight any non-compliance with the
requirements of the Regulations. A review is limited primarily to inquiries of the
Company's personnel and review of various documents prepared by the Company to
comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an
understanding of the accounting and internal control systems sufficient to plan the
audit and develop an effective audit approach. We are not required to consider
whether the Board of Directors’ statement on internal control covers all risks and
controls or to form an opinion on the effectiveness of such internal controls, the
Company's corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their
review and approval, its related party transactions and also ensure compliance with
the requirements of section 208 of the Companies Act, 2017. We are only required
and have ensured compliance of this requirement to the extent of the approval of the
related party transactions by the Board of Directors upon recommendation of the Audit
Committee. We have not carried out procedures to assess and determine the
Company's process for identification of related parties and that whether the related
party transactions were undertaken at arm’s length price or not.

in Pakistan and & member firn of the KPMG retwork of
nal Cooparative { KPMG Intemational”), a Swiss antily,

KPMG Tasear Hadi & Co., a Pa
Independant member firms affiiatec

erahip firm registan
i with KPMG Interna




KPMG Taseer Hadi & Co.

Based on our review, nothing has come to our attention which causes us to believe
that the Statement of Compliance does not appropriately reflect the Company's
compliance, in all material respects, with the requirements contained in the
Regulations as applicable to the Company for the year ended 31 December 2018.

KIS Slapens <
Date: 22 March 2019 KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi
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Independent Reasonable Assurance Report to the Board of Directors on the
Statement of Management's Assessment of Compliance with the Shariah
Principles

We were engaged by the Board of Directors of EFU Life Assurance Limited (“the
Company”) to report on the management's assessment of compliance of the Window
Takaful Operations {“Takaful Operations”) of the Company, as set out in the annexed
statement prepared by the management for the year ended 31 December 2018, with
the Takaful Rules, 2012, in the form of an independent reasonable assurance
conclusion about whether the annexed statement presents fairly the status of
compliance of the Operations with the Takaful Rules, 2012, in all material respects.

Applicable Criteria

The criteria against which the subject matter information (the Statement) is assessed
comprise of the provisions of Takaful Rules, 2012.

Responsibilities of the Management

The Board of Directors / management of the Company are responsible for designing,
implementing and maintaining internal controls relevant to the preparation of the
annexed statement that is free from material misstatement, whether due to fraud or
error. |t also includes ensuring the overall compliance of the Takaful Operations with
the Takaful Rules, 2012,

The Board of Directors / management of the Company are also responsible for
preventing and detecting fraud and for identifying and ensuring that the Takaful
Operations comply with laws and regulations applicable to its activities. They are also
responsible for ensuring that the management, where appropriate, those charged with
governance, and personnel involved with the Takaful Operations compliance with the
Takaful Rules, 2012 are properly trained, systems are properly updated and that any
changes in reporting encompass all significant business units.

Our Independence and Quality Control

We have complied with the independence and other ethical requirements of the Code
of Ethics for Chartered Accountants issued by the Institute of Chartered Accountants
of Pakistan, which is founded on fundamental principles of integrity, objectivity,
professional competence and due care, confidentiality and professional behavior.

The firm applies International Standard on Quality Control 1 "Quality Control for Firms
That Perform Audits and Reviews of Historical Financial Information, and Other
Assurance and Related Services Engagements” and accordingly maintains a
comprehensive system of quality control including documented policies and
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procedures regarding compliance with ethical requirements, professional standards
and applicable legal and regulatory requirements.

Our responsibilities

Our responsibility is to examine the annexed statement and to report thereon in the
form of an independent reasonable assurance conclusion based on the evidence
obtained. We conducted our engagement in accordance with International Standard on
Assurance Engagements (ISAE) 3000, Assurance Engagements Other Than Audits or
Reviews of Historical Financial Information issued by the International Auditing and
Assurance Standards Board. That standard requires that we plan and perform our
procedures to obtain reasonable assurance about whether the annexed statement
presents fairly the status of compliance of the Takaful Operations with the Takaful
Rules, 2012, in all material respects.

The procedures selected depend on our judgment, including the assessment of the
risks of material non-compliances with the Takaful Rules, 2012, whether due to fraud
or error. In making those risk assessments, we have considered internal control
relevant to the Takaful Operations compliance with the Takaful Rules, 2012, in order to
design assurance procedures that are appropriate in the circumstances, but not for the
purposes of expressing a conclusion as to the effectiveness of the Company's internal
control over the Takaful Operations’ compliance with the Takaful Rules, 2012.
Reasonable assurance is less than absolute assurance.

A system of internal control, because of its nature, may not prevent or detect all
instances of non-compliance with Takaful Rules, 2012, and consequently cannot
provide absolute assurance that the objective of compliance with Takaful Rules, 2012,
will be met. Also, projection of any evaluation of effectiveness to future periods is
subject to the risk that the controls may become inadequate or fail.

The procedures performed included:

e Evaluate the systems, procedures and practices in place with respect to the
Takaful operations against the Takaful Rules, 2012 and Shariah advisor's
guidelines;

e Evaluating the governance arrangements including the reporting of events and
status to those charged with relevant responsibilities, such as the Audit
Committee/ Shari'ah Advisor and the board of directors;

e Test for a sample of transactions relating to Takaful operations to ensure that
these are carried out in accordance with the laid down procedures and practices
including the regulations relating to Takaful operations as laid down in Takaful
Rules, 2012; and
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® Review the statement of management’s assessment of compliance of the Takaful
transactions for the year ended 31 December 2018 with the Takaful Rules, 2012.

Conclusion

Our conclusion has been formed on the basis of, and is subject to, the matters
outlined in this report. We believe that the evidence we have obtained is sufficient and
appropriate to provide a basis for our conclusion.

In our opinion, the annexed statement, for the year ended 31 December 2018,

presents fairly the status of compliance of the Takaful Operations with the Takaful
Rules, 2012, in all material respects.

Date: 22 March 2019 KPMG Taseer Hadi & Co.

Chartered Accountants
Karachi
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INDEPENDENT AUDITOR’S REPORT
To the members of EFU Life Assurance Limited
Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the annexed financial statements of EFU Life Assurance Limited
(the “Company”), which comprise the statement of financial position as at 31
December 2018, the profit and loss account, the statement of comprehensive income
the statement of changes in equity and the cash flow statement for the year then
ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information, and we state that we have
obtained all the information and explanations which, to the best of our knowledge and
belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations
given to us, except for the effects of the matter described in the Basis for Qualified
Opinion section of our report, the statement of financial position, the profit and loss
account, the statement of comprehensive income, the statement of changes in equity
and the cash flow statement together with the notes forming part thereof, conform
with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Insurance Ordinance, 2000 and the Companies Act, 2017
(XIX of 2017), in the manner so required and respectively give a true and fair view of
the state of Company's affairs as at 31 December 2018 and of the profit, total
comprehensive income, the changes in equity and its cash flows for the year then
ended.

Basis for Qualified Opinion

As more fully explained in note 24.1 to the financial statements, the Sindh Revenue
Board abolished sales tax exemption on life insurance premium from 01 July 2018.
Further, the Punjab and Balochistan Revenue Authorities have also introduced sales
tax on life insurance premium effective from 01 November 2018 and 01 July 2015.
The Company has not charged the sales tax on life insurances premium to its
customers since the matter of renewal of exemption is under discussion with the
sales tax authorities. IAS 37 'Provisions, Contingent Liabilities and Contingent Assets’
requires provision should be recognised when the entity has a present legal obligation
as a result of past event. Accordingly, had the above liability been recorded, profit for
the year and equity of the Company would have reduced by Rs. 1,315.33 million and
the sales tax liability would have been increased by the same amount.
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We conducted our audit in accordance with International Standards on Auditing (ISAs)
as applicable in Pakistan. Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the
Code} and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements for the current period. These
matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the Basis for Qualified Opinion
section we have determined the matters described below to be the key audit matters
to be communicated in our report.

Following are the key audit matters:

' S. | Key audit matters | How the matters were addressed in
No. | our audit
1. Insurance Liabilities | Our procedures in respect of this matter |
i Refer notes 3.1.4 and 20 to the 5 included the following:

financial statements relating to e Obtained an understanding,

insurance liabilities. assessed the design and tested the

operating effectiveness of controls
established for unit linked business
for allocation and surrender of units
and calculation of bid value per unit;

The Company's insurance liabilities
represent 97% of its total
liabilities. Approximately 96% of
these liabilities are for unit linked
business. Valuation of insurance/ | ® Assessed the adequacy of the

takaful contract liabilities involve | reserve for bid value of allocated
significant judgment, actuarial i units of unit linked business, by
assumptions such as; mortality, applying the bid value to the total
persistency, morbidity, investment number of units extracted from the
returns, expense levels and system;

inflation, and the use of methods | |

: : Assessed the adequacy of reservin
adopted for actuarial valuations. Cid g

of various components of Insurance
liabilities, other than bid value
reserves including reserves of non-
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5.

No.

| 'K\ey audit matters

' Insurance Benefits

| Refer notes 3.1.21 and 30 to the
financial statements relating to
insurance benefits.

| The total claims expense net of
reinsurances and related expenses
for the year in respect of death,
non-death, maturity, surrenders
and partial surrender claims
amounted to Rs. 13.094 billion.

Claim expenses are recognized on |
| intimation of the insured event .
| except for individual life '
| businesses where the same are

| recognized at the earlier of the

How the matters were addressed in

our audit

Our procedures in respect of this matter |

linked businesses, by testing
calculations on the relevant data
obtained from system generated
reports;

Obtained an understanding,
evaluated the design and tested the
controls related to reinsurance
arrangements;

Obtained understanding of the work
performed by the appointed actuary;

Used an external actuarial specialist
to assist us in challenging the
general principles, actuarial
assumptions and methods adopted
for actuarial valuations by the
appointed actuary of the Company;
and

Challenged the assumptions used
for incurred but not reported claims
of businesses where fully credible
experience is not available with the
Company’s historical data of claims.

included the following:

Obtained an understanding,
evaluated the design and tested the
controls over the process of
capturing, processing and recording
of information related to the claims;

For a risk based sample of claims
outstanding at the year-end, other
than for unit linked business,
compared the liability recorded with
the terms of the policy; and

For a risk based sample of claims
reported near to year end and
subsequent to year end, evaluated




kkME

KPMG Taseer Hadi & Co.

:5 No.

| maturity of contract and intimation

| risk that claims may not be

Key audit matters

of insured event.
The recognition of insurance
benefits involves judgment and a

recognized in the appropriate
period.

' Revenue Recognition

Refer notes 3.1.9, 3.2.4, 3.2.7 and
25 to the financial statements o
relating to revenue recognition.

The Company receives its revenue

| primarily from two main sources

namely; premiums / contributions
and investments income.

We identified revenue recognition
as a key audit matter as it is one of
the key performance indicators of
the Company and because of the |
potential risk that revenue
transactions may not be

recognized in the appropriate |
period. |

due to introduction of Insurance
Rules, 2017 and insurance
Accounting Regulations, 2017
Refer note 3.1.12 and 5 to the

| financial statements relating to

appropriate period.

Obtained an understanding,
evaluated the design and tested the
controls over the process of
capturing, processing and recording
of information related to premiums
and investment income;

For a risk based sample of policies of 5

non-unit linked business where
premium is outstanding at the year
end, compared receivable recorded
with the terms of policy;

For a risk based sample of palicies of
which premium / contribution was
received / due near to period end
and subsequent to period end,
evaluated that these were recorded
in the appropriate period; and

For a sample of investment income
transactions, tested that investment
income is recorded based on the
effective interest method or where
right to receive the dividend is
established.

' Changes in ac&dunting poli'éy___' 6L'1F-brocedures in ré_speci of this matter
included the following:

Evaluated the adequacy and
completeness of the disclosures
relating to changes in accounting

_policies and adjustments required in

| Our prdcedures in respect of this matter |
included the following:
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No.

| 2017 became effective for the

| These regulations contained a new

| changes in basis of valuation of
| various investments.

| our audit

to introduction of Insurance Rules,
2017 and Insurance Accounting
Regulations, 2017.

Insurance Rules, 2017 and
Insurance Accounting Regulations,

year ended 31 December 2018.
format of financial statements and

changed the presentation basis.
The changes also required

Because of the significance of the
change, this was identified as key

B

accordance with accour;u—t'i'rig and
reporting standards as applicable in
Pakistan; and

Evaluated the adequacy and
completeness of additional
disclosures as required under new
accounting regulations.

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

Management is responsible for the Other Information. The Other Information
comprises the information included in the Annual Report but does not include the
financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the Other Information and we
do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read
the Other Information and, in doing so, consider whether the Other Information is
materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this Other
Information, we are required to report that fact. We have concluded that the Other
Information is materially misstated for the same reason with respect to the amounts
or other items in the Company's Annual Report affected by the matter described in
the Basis for Qualified Opinion section of our report.
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Responsibilities of Management and Board of Directors for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting and reporting standards as applicable in
Pakistan and the requirements of Insurance Ordinance, 2000 and, Companies Act,
2017 (XIX of 2017), and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has
no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company's financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

As part of an audit, in accordance with ISAs as applicable in Pakistan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We
also:

o |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.
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e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal
control.

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

e Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt
on the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the board of directors regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide the board of directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those
matters that were of most significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We describe these matters in
our auditor's report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication.
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Report on other legal and regulatory requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the
Insurance Ordinance, 2000 and the Companies Act, 2017 (XIX of 2017);

b) the statement of financial position, the profit and loss account, the statement of
comprehensive income, the statement of changes in equity and the cash flow
statement together with the notes thereon have been drawn up in conformity
with the Insurance Ordinance, 2000, the Companies Act, 2017 (XX of 2017), and
are in agreement with the books of account;

c) the apportionment of assets, liabilities, revenue and expenses between two or
more funds has been performed in accordance with the advice of the appointed
actuary;

d) investments made, expenditure incurred and guarantses extended during the year
were for the purpose of the Company's business; and

e} zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVII| of
1980}, was deducted by the Company and deposited in the Central Zakat Fund
established under section 7 of that Ordinance.

The engagement partner on the audit resulting in this independent auditor's report is
Muhammad Taufig.

Vr Ao o ™ t" o . 1
AN Vomfie mf = A
Date: 22 March 2019 KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi
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INDEPENDENT AUDITOR’S REPORT
To the members of EFU Life Assurance Limited
Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the annexed financial statements of EFU Life Assurance Limited
(the “Company"), which comprise the statement of financial position as at 31
December 2018, the profit and loss account, the statement of comprehensive income,
the statement of changes in equity and the statement of cash flows for the year then
ended, and notes to the financial statements, including aisummary of significant
accounting policies and other explanatory information, 'a"nd we state that we have
obtained all the information and explanations which, to the best .of our knowledge and
belief, were necessary for the purposes of the audrt

In our opinion and to the best of our information and according to the explanations
given to us, except for the effects of the matter described in the Basis for Qualified
Opinion section of our report, the statement of financial position, the profit and loss
account, the statement of comprehensive income, the statement of changes in equity
and the statement of cash flows together with the notes forming part thereof,
conform with the accounting and reporting standards as applicable in Pakistan and
give the information required by the Insurance Ordinance, 2000 and the Companies
Act, 2017 (XIX of 2017), in the manner so required and respectwely give a true and fair
view of the state of Cempany s affairs as at 31 December 2018 and of the profit, total
comprehensive income, the changes in equity and its cash flows for the year then
ended,

Basis for Qualified Opmlon

As more fully explained in notg 24.1 to the fmanmal staternents, the Sindh Revenue
Board abolished sales tax exemption on life insurance premium from 01 July 2018.
Futher, the Punjab and Bajou:h!stan Revenue Authorities have also introduced sales tax
on life insurance premium effective from 01 November 2018 and 01 July 2015. The
Company has not charged the sales tax on life insurances premium to its customers
since the matter of renewal of exemption is under discussion with the sales tax
authorities. |1AS 37 'Provisions, Contingent Liabilities and Contingent Assets’ requires
provision should be recognised when the entity has a present legal obligation as a
result of past event. Accordingly, had the above liability been recorded, profit for the
year and equity of the Company would have reduced by Rs. 1,315.33 million and the
sales tax liability would have been increased by the same amount.

We conducted our audit in accordance with International Standards on Auditing (ISAs)
as applicable in Pakistan. Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the
International Ethics Standards Board for Accountants' Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the



Code) and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements for the current period. These
matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the Basis for Qualified Opinion
section we have determined the matters described below to! be the key audit matters

to be communicated in our report.

S. | Key audit matters

our audit

How the matters were addressed in

1. | Insurance Liabilities

Refer notes __ __tothe

insurance liabilities.

inaiiranco

The Company's
iisuialiCo

PHS LUTipdny 9
liabilities represent 97% of its
total liabilities. Approximately
96% of these liabilities are for
unit linked business. Valuation of
insurance / takaful contract
liabilities involve significant

judgment, actuarial assumptions
such as; martality, persistency,
morbidity, investment returns,
expense levels and inflation, and
the use of methods adopted for
actuarial valuations.

financial staterments relatingto ™ | * Obta'ihé_t_j.an understanding,

Our procedures in respect of this
matter included the following:

\assessed the design and tested the
operating effectiveness of controls
established for unit linked business
for allocation and surrender of units
and calculation of bid value per unit;

« = Assessed the adequacy of the
reserve for bid value of allocated
units of unit linked business, by
applying the bid value to the total
number of units extracied from the

*  Assessed the adequacy of
reserving of various components of
Insurance liabilities, other than bid
value reserves including reserves of
non-linked businesses, by testing
calculations on the relevant data
obtained from system generated
reports;

«  Obtained an understanding,
evaluated the design and tested the




Key audit matters

How the matters were addressed in
our audit

controls related to reinsurance
arrangements;

Obtained understanding of the
work performed by the appointed
actuary;

Used an external actuarial specialist
to assist us in challenging the
general principles, actuarial
assumptions and methods adopted
for actuarial valuations by the

appointed actuary of the Company:;

and : B

Ch_all_éh'(jed the assumptions used
for incurred but not reported claims
of businesses where fully credible

_experience is not available with the

Cc’:‘mpjan.y's historical data of claims.

Insurance Benefits

Refer notes . and _ tathe

financial statements relating to
insurance benefits, :

TThe total claims expense net of

reinsurances and related
expenses for the year in respect
of death, non-death, maturity,
surrenders and partial surrender
claims amounted to Rs. 13.094
billion, '

Claim expenses are recognized
on intimation of the insured event
except for individual life
businesses where the same are
recognized at the earlier of the
maturity of contract and
intirmation of insured event.

The recognition of insurance
benefits involves judgment and a

* |/ Our procedures in respect of this

matter included the following:

Obtained an understanding,
evaluated the design and tested the
controls over the process of
capturing, processing and recording
of information related to the claims;

For a risk based sample of claims
outstanding at the year-end, other
than for unit linked business,
compared the liability recorded with
the terms of the policy; and

For a risk based sample of claims
reported near to year end and
subseguent to year end, evaluated
that these are recorded in the
appropriate period.




S. | Key audit matters How the matters were addressed in
No. our audit
risk that claims mav not be
recognized in the appropriate
period.
3. | Revenue Recognition Our procedures in respect of this
matter included the following:
Refer notes __and __ to the
financial statements relating to *  Obtained an understanding,
revenue recognition. evaluate@d"tﬁa_ design and tested the
= controls over the process of
The Compe_my b i3 . capturing, procesi;ing and recording
revenue primerily. from two rmain of information related:to premiums
sources namely; premiums / N .,
contributions and investments and investment incomej,
income. : 4
+  For arisk based sample of policies
We identified revenue recognition of non-unit linked business where
as a key audit matter as it is one premium is outstanding at the year
of the key performance indicators end, compared receivable recorded
of the Company and because of with the terms of policy:
the potential risk that revenue U
transactions may not be. «  For arisk based sample of policies
recF’gmzed in'the appropriate of which premium / contribution
period. _ was received / due near to period
end and subsequent to period end,
evaluated that these were recorded
in the appropriate period; and
* For a sample of investment income
transactions, tested that
investment income is recorded
based on the effective interest
method or where right to receive
the dividend is established.
4. | Changes in accounting policy Our procedures in respect of this

due to introduction of
Insurance Rules, 2017 and
Insurance Accounting
Regulations, 2017

Refer notes __and __to the
financial statements relating to
changes in accounting policy due

matter included the following:

Evaluated the adequacy and
completeness of the disclosures
relating to changes in accounting
policies and adjustments required in
accordance with accounting and




S. | Key audit matters How the matters were addressed in—|

No. our audit
to introduction of Insurance reporting standards as applicable in
Rules, 2017 and Insurance Pakistan; and

Accounting Regulations, 2017.
¢ Evaluated the adequacy and

Insurance Rules, 2017 and completeness of additional
Insurance Accounting disclosures as required under new
Regulations, 2017 became accounting regulations.

effective for the year ended 31
December 2018, These
regulations contained a new
format of financial statements
and changed the presentation
basis. The changes also required
changes in basis of valuation of
various investments.

Because of the significance of the
change, this was identified as key
audit matter. :

Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for the Other Information. The Other Information
comprises the infermation included in the Annual Report but does not include the
financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the Other Information and we
do not express anyform of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read
the Other Information and, in doing so, consider whether the Other Information is
materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this Other
Information, we are required to report that fact. We have concluded that the Other
Information is materially misstated for the same reason with respect to the amounts
or other items in the Company’s Annual Report affected by the matter described in
the Basis for Qualified Opinion section of our report.

Responsibilities of Management and Board of Directors for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting and reporting standards as applicable in




Pakistan and the requirements of Insurance Ordinance, 2000 and, Companies Act,
2017 (XIX of 2017), and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has
no realistic alternative but to do so.

Board of directors are responsible for oversesing the Company s financial reporting
process.

Auditor’s Responsibilities for the Audit of the F__inaﬁcial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether dueito fraud or
error, and to issue an auditor's report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs as applicable in Pakistan will always detect a material
misstatement when it exists. Mlsstatements .can arise from fraud or error and are
considered material if, individually or in'the aggregate, they could reasonably be
expected to influence the economic decnsmns of users.taken on the basis of these
financial statements.. 4

As part of an audit in accordanoq_ with lSAs as applicable in Pakistan, we exercise
professional judgment. and maintain professional skepticism throughout the audit. We
also:

* ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraudiis higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control,

*  Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal
control,

= Evsluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.



+  Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt
on the Company's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events
or conditions may cause the Company to cease to continue as a going concern.

+  Evaluate the overall presentation, structure and content.of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in'a manner that achieves fair
presentation, A

We communicate with the board of directors regarding, among ofhar-rnatters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide the board of directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those
matters that were of most significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We describe these matters in
our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should
not be.communicated in our report because the adverse conseguences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on other legal an_d regulatory requirements
Based on our audit, we further report that in our opinion:

al proper books of account have been kept by the Company as requirad by the
Insurance Ordinance, 2000 and the Companies Act, 2017 (XIX of 2017);

b) the statement of financial position, the profit and loss account, the statement of
comprehensive income, the statement of changes in equity and the staterment of
cash flows together with the notes thereon have been drawn up in conformity
with the Insurance Ordinance, 2000, the Companies Act, 2017 (XX| of 2017), and
are in agreement with the books of account;



c) the apportionment of assets, liabilities, revenue and expenses between two or
more funds has been performed in accordance with the advice of the appointed
actuary;

d) investments made, expenditure incurred and guarantees extended during the year
were for the purpose of the Company's business; and

e} zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVII| of
1980), was deducted by the Company and deposited in the Central Zakat Fund
established under section 7 of that Ordinance.

The engagement partner on the audit resulting in this independent auditor's report is
Muhammad Taufig.

Date: KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi i



EFU LIFE ASSURANCE LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

31D b 310 b 1 January
Note 2018 2017 2017
(Restated) (Restated)

Assets e (Rupees in '000) ~————o—
Praperty and equipment 6 2,431,627 2,197,214 2,132,747
Intangible assets 7 27,038 11,628 21,645
Investments

Equity securities 8 33,542,712 27,836,364 39,093,084

Government securities 9 52,972,866 56,454,577 48,870,088

Debt securities 10 4,078,872 1,092,135 1,575,511

Term deposits 1 15,049,100 12,439,000 9,358,100

Mutual funds 12 177,087 137,046 124,336
Insurance & reinsurance | retakaful receivables 13 169,600 224 831 167,786
Other loans and receivables 14 3,110,438 2,771,909 2,139,138
Taxation - payments less provision 337,727 278,075 58,550
Prepayments 16 81,182 44,492 36,280
Cash and bank 17 4,786,362 5,057,913 3,037,489
Total Assets 116,764,611 109,545,184 106,614,734
Equity and Liabilities
Capital and reserves attributable to Company's equity holders
Authorised share capital
(150,000,000 ordinary shares (2017: 150,000,000 of Rs.10 each] 1,500,000 1,500,000 1,500,000
Ordinary share capital 18 1,000,000 1,000,000 1,000,000
Ledger account D 18.3 1,748,449 1,529,902 1,342,205
Reserves 19 2,150,000 1.900,000 1,650,000
Surplus on revaluation of available for sale investment - net of tax 75,713 92,121 582,271
Unappropriated profit 1,053,434 1,440,648 1,543,383
Total Equity 6,027,596 5,962,671 6,117,859
Liabilities
Insurance Liabilities 20 107,603,537 100,860,387 97,563,966
Deferred taxation 15 704,433 754,078 943,464
Premium / contribution received in advance 714,419 656,323 575,806
Insurance & reinsurance / retakaful payables 21 193,218 78,865 148,023
Other creditors and accruals 22 1,521,408 1,232,860 1,265,616

3,133,478 2,722,126 2,932,909

Total Liabilities 110,737,015 103,582,513 100,496,875
Total Equity and Liabilities 116,764,611 108,545,184 106,614,734
Contingencies and commitments 24

The annexed notes 1 to 46 form an integral part of these financial statements.
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EFU LIFE ASSURANCE LIMITED
PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2018

Note 2018 2017
(Restated)
(Rupees in '000)

Premium / Contribution Revenue 30,790,407 31,420,835
Premium / Retakaful ceded to reinsurers (626,139) (607,702)
Net premium revenue 25 30,164,268 30,813,133
Investment income 26 6,942,391 6,411,124
Net realised fair value (losses) / gains on financial assets 27 (3,739,394) 2,993,509
Net fair value losses on financial assets at fair value through profit or loss 28 (3,0568,297) (13,094,284)
Other income 29 83,277 33,564

207,977 (3,656,087)
Net income 30,372,245 27,157,046
Insurance benefits 13,589,766 14,828,672
Recoveries from reinsurers (504,051) (599,632)
Claims related expenses B,736 8,894
Net Insurance Benefits 30 13,094,451 14,237,934
Net Change in Insurance Liabilities (other than outstanding claims) 6,577,382 3,236,906
Acquisition expenses 3 6,750,979 5,458 476
Marketing and administration expenses 32 1,602,816 1,406,542
Other expenses 33 20,227 22,947
Total Expenses 14,951,404 10,124,871
Profit before tax 2,326,390 2,794,241
Income tax expense 34 (745,057) (884,279)
Profit for the year 1,581,333 1,909,962

(Rupees)
(Restated)

Earnings per share (after tax) - Basic and Diluted 35 15.81 19.10

The annexed notes 1 to 46 form an integral pant of these financial statements.
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EFU LIFE ASSURANCE LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Profit for the year

Other comprehensive income

Change in unrealised losses on available for sale financial assets
Related deferred tax

Other comprehensive income for the year - net of tax

Total comprehensive income for the year

The annexed notes 1 to 46 form an integral part of these financial statements.

e

7

31 December 31 December

2018 2017
(Restated)
(Rupees in '000)
1,581,333 1,909,962
(23,110) (700,214)
6,702 210,064
(16,408) (490,150)
1,564,925 1,419,812

Chief Executive .

ging Director & Chief Financial Direetty Director Chalrman
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EFU LIFE ASSURANCE LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Revenue Reserves

Surpius on Astainesd
Share Capital General revaluation of U"'p:::zr.“d Earning Ledger Totai I
Reserve avallabie for Account O°
sale investment
(Rupeas in '000)

Balance as at 1 January 2017 {As reporied) 1,000,000 1,850,000 - 1,543,383 - 4,193 383
Adjustment due to change in accounting

policy - Refer Note 5 - - 582,271 - 1,342 205 1,924,478
Balance as at 1 January 2017 (Restated) 1.000.000 1,650,000 582,271 1,543,383 1,342,205 5,117,859
Contribution 1o increase solvency margin - - - {80,116) 90,118 -

Total Comprehensive Income for the year (Restated)

Profit for the year - after tax (Restated) | . H - H z H7 1.512,331H 37 581 " 1,909,362
Other Comprahensive Income (Restated) - - (450,150} - (480,150

(480,150} 1.812.381 97,581 1419812
Transactions with owners of the Company
Transfer ta Ganeral Reserve - 250,000 - (250,000) -
Dividend for the year ended 31 Decemper 2018
st the rate of Rs. 12.00 per share - B - (1,200,000) -
Interim Dividend - 1st Quarier 2017
at the rate of Rs. 1.25 per share - - » (125,000} .
Interim Dividend - 2nd Quarter 2017
at tne rate of Rs. 1.25 per share - - - (125,000) -
Interim Dividend - 3rd Quarter 2017
al the rate of Rs. 1.25 per share - - - (125,000) -
B 250,000 - (1,825,000) >
Bal asatdiD 2017 (R d} 1,000,000 1,900,000 92,121 1,440 648 1,529,902 5,962,671
Balance as al 1 January 2018 (As reported) 1.000,0c0 1,800,000 - 1,440,548 - 4,340,348
Adjustment due to change in accounting
policy - Refer Note 5 - - 92,121 - 1,529,802 1.622.023
Baiance as 31 1 January 2018 [Restaled) 1,000,000 1,900,000 92121 1,440,848 1,529,802 5962871
Contribution to increase solvency margin = - = (12,808) 12,809 -

Total Comprehensive Incoms for the year

Profit for the year - afler 1ax - H - H* - H '.,3?5.5951 zos.?w” 1,581,333
Other Comprehensive Income - - (18,408} . 115,408}

- - (18,408} 1.375,598 205,738 1,564,925

Transactions with owners of the Company

Transfer to General Reserve - 250,000 - - | .
Dividend for the year ended 31 December 2017 |

at the rate of Rs. 11.25 per share - - - {1,125,000)
Intarim Oividend - 15t Quarter 2018

at the rate of Rs. 1.25 per share - - - . (125,000)
Interim Dividend - 2nd Quarter 2018

al the rate of Rs. 1.25 per sharg - - - - (125,000)
Interim Dividend - 3rd Quarter 2013

at the rate of Rs. 1.25 per share S - - = | {126,2CC)4

* 250,000 - (1,750,000) - (1.ECe.ccn

Balance as at 31 December 2018 1,000,000 2,150,000 75,713 1,053,434 1,748,449 8,027,598

“This include balances maintained in aecordance with the Insurance Rules, 2017 (previousty the SEC Insurance Rules,2002) to meet soluency margins and surplus of he
family takaful investment linked business - Participant takaful fund ameunting to Rs. 73<million, which relates only to the participants of the Individual family takaful
investment linked business.

The annexed notes 1 1o 46 form an Intearal part of these financial siatements.
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Operating cash flows

a) Underwriting activities
Insurance premium / contribution received
Reinsurance premium / Retakaful contribution paid

Claims paid

Reinsurance and other recoveries received

Commission paid

Marketing and Administrative expenses paid
Other acquisition cost paid
Net cash flow from underwriting activities

b) Other operating activities

Income tax paid

Other operating payments

Loans advanced

Loans repayments received
Net cash flow from other operating activities
Total cash flow from all operating activities

Investment activities
Profit / Return received

Dividends received

Payments for investments

Proceed from investments

Fixed capital expenditure

Proceeds from sale of property and equipment
Total cash flow from investing activities

Financing activities

Dividends paid

Total cash flow from financing activities

Net cash flow from all activities

Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

Reconciliation to profit and loss account
Operating cash flows

Depreciation
Amortization

Profit on disposal of property and equipment

Other revenue
Dividend Income

Other investment income

Diminution in market value of investments

Reversal / (Charge) of impairment in the value of available for sale equity investments
(Loss) / Profit on disposal of investments

Increase in assets other than cash

Increase in liabilities

Profit for the year

The annexed notes 1 to 46 form an integral part of these fi
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EFU LIFE ASSURANCE LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

v

31 December 31 December
Note 2018 2017
{Restated)
{Rupees in '000)
30,790,754 31,573,616
(398,8086) (727,546)
(13,423,998) (14,847,781)
504,051 599,632
(4,601,893) (3,826,444)
(1,602,816) (1,406,542)
(1,848,126) (1,598,808)
9,319,166 8,766,127
(847,653) (1,083,125)
(605,734) (1,380,308)
(52,844) (73,332)
22,872 70,606
(1,483,359) (2.466,159)
7,835,807 7,299,968
6,236,055 5,889,847
1,483,755 1,690,587
(298,284,716) (151,278,517)
286,012,072 144,324,449
(516,318) (271,018)
71,894 21,008
(4,997,258) 376,356
(1,500,000) (1,575,000)
(1,500,000) (1,575,000)
1,338,548 6,101,324
18,496,913 12,395,589
17.2 19,835,462 18,496,913
7,835,807 7,299,968
(220,306) (194,544)
(14,286) (11,759)
39,990 10,743
14,137 12,961
1,473,722 1,615,827
5,974,163 5,311,561
(3,244,298) (13,510,538)
(14,427) 120,300
(3,739,394) 2,003,508
477,238 1,863,440
(7,001,013) (3,601,505)
1,581,333 1,909,962
-
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EFU LIFE ASSURANCE LIMITED
NOTES TC AND FORMING PART OF FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

LEGAL STATUS AND NATURE OF BUSINESS

EFU Life Assurance Limited (the Company) was incorporated in Pakistan on 09 August 1992 as a public limited Company under
the Repealed Companies Ordinance, 1984 and started its operation from 18 November 1992. The shares of the Company are
quoted on Pakistan Stock Exchange Limited. The registered office of the Company is located at Al-Malik Centre, 70W, F-7/G-7
Jinnah Avenue, Islamabad while principal place of business is located at EFU Life house Plot No.112, 8th East street, phase 1,
DHA, Karachi.

The Company is a subsidiary of EFU General Insurance Limited on the basis of its ability to control the composition of the Board
of Directors of EFU Life Assurance Limited effective 31 March 2018.

The Company is engaged in life insurance business including ordinary life business, pension fund business and accident and
health business and has established following statutory funds, as required by the Insurance Ordinance, 2000:

- Investment Linked business (includes individual life business)

- Conventional business (includes group life and individual life businesses)
- Pension business (unit linked)*

- Accident and health business

- Family Takaful Investment Linked Business (Refer note 1.4)

- Family Takaful Protection Business (Refer note 1.4)

* The Company had discontinued pension business and accordingly no new business has been written under this fund.

The Company was granted authorisation on 19 January 2015 under Rule 6 of the Takaful Rules, 2012 to undertake Takaful
Window Operation in respect of family takaful products by Securities and Exchange Commission of Pakistan (SECP) and
subsequently the Company commenced Window Takaful Operations on 6 February 2015 under the brand name "Hemayah".
For the purpose of carrying on takaful business, the Company has formed a Wagqf namely EFU Life - Window Family Takaful
Limited Wagf (here-in-after referred to as the Participant Takaful Fund (PTF) was formed on 6 February 2015 under a Wagqf
deed executed by the Company with a cede amount of Rs. 2 million. The cede money is required to be invested in Shariah
compliant investments and any profit thereon can be utilized 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.

BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

These financial statements have been prepared on the format of financial statements issued by the Securities and Exchange
Commission of Pakistan (SECP) through the Insurance Rules, 2017 vide its S.R.0. 89(1) / 2017 dated 09 February 2017.

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:

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

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

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

Basis of measurement

These financial statements have been prepared on the basis of the historical cost convention except as disclosed in accounting
policies relating to investments.

Functional and presentation currency

These financial statements are presented in Pakistan Rupees, which is the Company's functional and presentation currency.
Standards, Interpretations and Amendments effective in 2018

There are certain new and amended standards, interpretations and amendments that are mandatory for the Company's
accounting periods beginning on or after 01 January 2018 but are considered not to be relevant or do not have any significant
effect on the Company's operations and therefore not detailed in these financial statements. During the year, ceriain new

standards and amendments to existing standards became effective. However, they did not have material effect on these
financial staternents.
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2.6

SECP vide its S.R.O. 88(1) / 2017 and S.R.O. 89(1) / 2017 daled 09 February 2017 has issued Insurance Accounting
Regulations, 2017 and Insurance Rules, 2017 which prescribed a new format for the financial statements of Insurance
Companies, effective from the year ended 31 December 2018. Accordingly, these financial statements are prepared in
accordance with the new format.

The Company has adopted these Rules and Accounting regulations 2017 and accordingly has changed its accounting poiicies
refer note 5.

In addition , Companies Act, 2017 also became effective for the financial statements for the year ended 31 December 2017. As
the financial statements are prepared in accordance with the format prescribed by SECP, it did not have a direct impact on the
financial statements.

Standards, Interpretations and amendments not effective at year end

The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act, 2017 and the
amendments and interpretations thereto will be effective for accounting periods beginning on or after 01 January 2018:

- IFRIC 23 'Uncertainty over Income Tax Treatments' (effective for annual periods beginning on or after 1 January 2019)
clarifies the accounting for income tax when there is uncertainty over income tax treatments under IAS 12. The
interpretation requires the uncertainty over tax treatment be reflected in the measurement of current and deferred tax. The
application of interpretation is not likely to have an impact on the Company'’s financial statements.

- IFRS 15 'Revenue from contracts with customers' (effective for annual periods beginning on or after 1 July 2018). IFRS 15
establishes a comprehensive framework for determining whether, how much and when revenue is recognized. It replaces
existing revenue recognition guidance, including IAS 18 'Revenue', IAS 11 Construction Contracts' and IFRIC '13
‘Customer Loyalty Programmes'. The application of interpretation is not likely to have an impact on the Company's financial
statements.

- IFRS 9 Financial Instruments' and amendment - Prepayment Features with Negative Compensation (effective for annual -
periods beginning on or after 1 July 2018 and 1 January 2019 respectively). IFRS 8 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 derecognition of
financial instruments from IAS 39. However, SECP through its notification no. S.R.0 229 (1)/2019 dated 14 February 2019
has deferred the applicability of IFRS 9 for reporting period / year ending on or after 30 June 2019, The Company is
currently in the process of analysing the potential impact of changes required in classification and measurement of financial
instruments and the impact of expected loss model on adoption of the standard.

- Amendment to IFRS 4 ‘Insurance Contracts'- Applying IFRS 9 ‘Financial Instruments’ with IFRS 4 (effective for annual
periods beginning 6n or after 1 July 2018). The amendment address issue arising from the different effective dates of IFRS
9 and the forthcoming new standard IFRS 17 ‘Insurance Contracts’. The amendments introduce two alternative options for
entities issuing contracts 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. The overlay approach allows an
entity applying IFRS 9 from 1 July 2018 onwards to remove from profit or loss the effacts of some of the accounting
mismatches that may occur from applying IFRS 8 before IFRS 17 is applied. The Company has adopted the temporary
exemption which allows the Company to defer the application of both IFRS 9 and IFRS 17 until 31 December 2021.

- IFRS 16 'Leases' (effective for annual period beginning on or after 1 January 2019). IFRS 16 replaces existing leasing
guidance, including IAS 17 ‘Leases', IFRIC 4 'Determining whether an Arrangement contains a Lease', SIC-15 'Operating
Leases- Incentives' and SIC-27 'Evaluating the Substance of Transactions Involving the Legal Form of a Lease'. IFRS 16
introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognizes a right-of-use asset
representing its right to use the underlying asset and a lease liability representing its obligation to make lease payments.
There are recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains similar
to the current standard i.e. lessors continue to classify leases as finance or operating leases. The Company is currently in
the process of analyzing the potential impact of its lease arrangements that will result in recognition of right to use assets
and liabilities on adoption of the standard.

- Amendment to IAS 28 'Investments in Associates and Joint Ventures' - Long Term Interests in Associates and Joint
Ventures (effective for annual period beginning on or after 1 January 2019). The amendment will affect companies that
finance such entities with preference shares or with loans for which repayment is not expected in the foreseeable future
(referred to as long-term interests or ‘LTI'). The amendment and accompanying example state that LTI are in the scope of
both IFRS 9 and IAS 28 and explain the annual sequence in which both standards are to be applied. The amendments are
not likely to have an impact on the Company's financial statements.

- Amendments to IAS 19 ‘Employee Benefits' - Plan Amendment, Curtailment or Settiement (effective for annual periods
beginning on or after 1 January 2019). The amendments clarify that on amendment, curtailment or settiement of a defined
benefit plan, a Company now uses updated actuarial assumptions to determine its current service cost and net interest for
the period; and the effect of the asset ceiling is disregarded when calculating the gain or loss on any settliement of the plan
and is dealt with separately in other comprehensive income. The application of amendments is not likely to have an impact
on the Company's financial staternents.

m Page 7



- Amendment to IFRS 3 'Business Combinations' - Definition of a Business (effective for business combinations for which the
acquisition date is on or after the beginning of annual period beginning on or after 1 January 2020). The IASB has issued
amendments aiming to resolve the difficulties that arise when an entity determines whether it has acquired a business ora
group of assets. The amendments clarify that to be considered a business, an acquired set of activities and assets must
include, at a minimum, an input and a substantive process that together significantly contribute to the ability to create
outputs. The amendments include an election to use a concentration test. The standard is effective for transactions in the
future and therefore would not have an impact on past financial statements.

- Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors (effective for annual periods beginning on or after 1 January 2020). The amendments are intended to
make the definition of material in IAS 1 easier to understand and are not intended to alter the underlying concept of
materiality in IFRS Standards. In addition, the IASB has also issued guidance on how to make materiality judgments when
preparing their general purpose financial statements in accordance with IFRS Standards.

- Annual Improvements to IFRS Standards 2015 - 2017 Cycle - the improvements address amendments to following
approved accounting standards:

- IFRS 3 Business Combinations and IFRS 11 Joint Arrangement - the amendment aims to clarify the accounting
treatment when a Company increases its interest in a joint operation that meets the definition of a business. A
Company remeasures its previously held interest in a joint operation when it obtains joint control of the business.

- IAS 12 Income Taxes - the amendment clarifies that all income tax consequences of dividends (including payments
on financial instruments classified as equity) are recognized consistently with the transaction that generates the
distributable profits.

- IAS 23 Borrowing Costs - the amendment clarifies that a Company treats as part of general borrowings any borrowing
originally made to develop an asset when the asset is ready for its intended use or sale.

The above amendments are effective from annual period beginning on or after 1 January 2019 and are not likely to have
an impact on Company'’s financial statements.

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 5 of these financial statements which have been adopted
by the Company during the current year.

Property and Equipment
These are stated at cost less accumulated depreciation and accumulated impairment loss, if any.

Depreciation is calculated so as to write off the depreciable amount of the assets over their expected useful lives at the rates
specified in note 6.1 to the financial statements, after taking into account residual value, if any. The useful lives, residual values
and depreciation methods are reviewed and adjusted, if appropriate, at each balance sheet date.

Depreciation on additions is charged from the quarter in which an asset is available for use while no depreciation is charged for
the quarter in which asset is disposed off.

Subsequent cost are included in the assets carrying amount or recognized as separate asset, as appropriate, only when it is
possible that the future economic benefit associated with the item will flow to the Company and the cost of the item can be
measured reliably. Revenue expenditures are charged to profit and loss account.

An item of fixed asset is derecognized upon disposal or when no future economic benefits are expected from its use or disposal.
Gain and losses on disposal, if any, of assets are included in profit and loss account currently.

The carrying value of tangible fixed assets is reviewed for impairment when events or changes in circumstances indicate that
this carrying value may not be recoverable. If any such indications exist and where the carrying values exceed the estimated
recoverable amounts, the assets are written down to their recoverable amount.

Intangible assets

These are stated at cost less accumulated amortization and any impairment in value, Amortization on intangible fixed assets is
charged to profit and loss account applying the straight line method at the rates specified in note 7 to the financial statements
after taking into account residual value, if any.

Amortization is charged from the quarter the assets are available for use and no amortization is charged for the quarter in which
the asset is disposed off. The useful life and amortization method is reviewed, and adjusted if appropriate, at each balance
sheet date.

The carrying values of intangible fixed assets are reviewed for impairment when events or changes in circumstances indicate
that this carrying value may not be recoverable, if any such indication exists and where the carrying values exceed the estimated
recoverable amount, the assets are written down to their recoverable amount.
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3.1.3.1

Insurance Contracts

Classification

The Company currently issues contracts that are classified as insurance and takaful contracts as they transfer significant
insurance risk (against death, disability and sickness) from the policyholder to the Company. All contracts which include an
investment element are unit-linked contracts linked to internal mutual funds.

The Company classifies its business into Individual Life and Group Life businesses, in both cases the form of contract consisting
of main plans and supplementary riders (which are generally optional).

Individual life business mainly consists of unit-linked products and conventional protection producls, in both cases with optional .

supplementary riders which generally provide protection only. Group Life business consists primarily of protection products and

a relatively small number of unit-linked policies.

Contract details and measurement

The insurance contracts offered by the Company are described below:

Individual Life Policies

These consist of the following types of policies:

(a) Unit-Linked Products
These are medium to long term unit-linked plans designed to address a variety of future policyholder needs, such as
retirement planning, education planning for children, marriage planning for children, life protection and investments and
savings for future. Premiums received from policyholders and after deduction of specified charges including risk charges,

are invested in internal unit funds of the Company. The basic plan contains life cover over and above the unit value, with
additional protection (for death, disability and sickness) being provided through the addition of optional riders.

(b) Conventional Protection Products
Two types of products are offered under Individual life conventional business, these being medium to long term contracts
with level premiums being paid over the policy period. The Company offers a standard term life assurance product that
offers protection in event of death as well as a decreasing term life assurance policy that covers outstanding loan balances.
(c) Family Takaful Investment linked Products

These are medium to long term unit-linked plans operated through Window Takaful Operations of EFU Life Assurance
Limited. ‘

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 / return objectives. The investment risk is borne by the participants.

(d) Accident and Health Products

These consist of long term and short term Accident and Health products providing cover against accidental death,
disability, sickness and critical illness, offered both as long term as well as yearly renewable plans.

(e) Other Supplementary Benefits

The Company also offers a variety of supplementary benefits attached with main plans including additional term life
assurance, income benefits, critical illness, sickness and accidental death and disability related benefits.

Group Life and Group Family Takaful Protection Policies

(a) Nature of Contracts:

The Company's group life and group takaful business consists of one year term life contracts which provide coverage, in
the event of death or disability, to:

- employees of a common employer, benefits payable under these conlracts being either fixed, in case of death, or
linked to the extent of loss incurred by the policyholder, in case of disability;

- customers of financial institutions, the contracts being issued to financial institutions to protect their customers'
outstanding loan balances, such as on personal loan, mortgages and credit cards.

Unit Linked Group Life policies are similar in nature to Individual Life Unit linked Products.

o
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Policyholders' Liability
Policyholders' liabilities are stated at a value determined by the appointed actuary through an actuarial valuation carried out as
at each balance sheet date. In determining the value, both acquired policy values (which forms the bulk of policyholders'

liabilities) as well as estimated values which will be payable against risks which the Company underwrites are taken into account.
The bases used are applied consistently from year to year.

The basic liability consists of the estimated actuarial liability against each contract which is in force. To this are added:

a) The cash value of policies which have lapsed over the last two years and where the liability would be reinstated in case of
the policy being revived; and

b) A reserve for potential losses on a policy by policy basis.

Reinsurance contracts held

The Company has entered into reinsurance / retakaful (hereinafter referred to as “reinsurance”) arrangements, for both its
individual and group businesses, in order to manage risks associated with the frequency and severity of claims. These
arrangements include cover under treaties as well as on a facultative basis. The terms of reinsurance treaties vary by type of
business, the objective being to maintain a reasonable risk profile suiting the risk appetite and overall exposure o adverse
movements in mortality or morbidity.

Primarily, reinsurance assets are amounts due from reinsurers with respect to recoveries under claims and profit commission.
Reinsurance recoveries are measured according to the terms and conditions of the reinsurance contracts.

Reinsurance liabilities consist of amounts due to reinsurers on account of reinsurance premiums due which are measured
according to the terms of the arrangements.

Receivables and payables related to insurance contracts

Receivables and payables are recognised when due. These include amount due to and from agents and policyholders.
Operating Segments

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and
returns that are different from those of other business segments. The Company accounts for segment reporting using the
classes or sub classes of business (statutory funds) as specified under the Insurance Ordinance, 2000 and Insurance Rules,
2017 under regulatory accounts.

Based on its classification of Insurance contracts issued, the Company has six business segments for reporting purposes

namely invesiment linked business, conventional business, pension business, accident and health business, Family takaful
investment linked business and Family takaful protection business.

Cash and Cash equivalents

For the purpose of statement of cash flows, cash and cash equivalents include the following:
- Cash at bank in current and saving accounts;
- Policy stamps in hand; and

- Term Deposits Receipts with original maturity upto three months.

Revenue recognition
- First year individual life premiums / Contributions are recognized once the related policies have been issued and the
premium is received. Renewal premiums are recognized upon receipt of premium provided the policy is still in force. Single
premiums are recognized once the related policies are issued against the receipts of premium.

- Group life premiums are recognized when due. A provision for unearned premiums is included in the policyholders'
liabilities.

- Interest / profit income on bank deposits is recorded on a time proportion basis.
- Fixed income securities are recorded on a time proportion basis using effective interest rate method.

- Dividend income is recognized when right to receive such dividend is established.

3.1.10 Experience refund of premium payable to Policyholders except for individual life unit linked is included in outstanding claims.

311

Reinsurance expense is recognized as a liability in accordance with the treaty arrangement of reinsurers.
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Investments

All investments are initially recognized at cost, being the fair value of the consideration given and include transaction costs. All
purchase and sale of investments that require delivery within the required time frame established by regulations or market
convention are accounted for at the trade date. Trade date is the date when the Company commits to purchase or sell the

o [ I ST 4

investments. Subsequently the investments are classified as fo
- In equity securities
Fair Value through profit and loss
Investments in equity securities relating to units assigned to policies of investment linked business, pension business and
Family takaful investment linked business are subsequently measured at their fair values and the difference is charged to

profit or loss account under the heading 'Fair value through Profit and loss Account.

Available for sale

investment related to non-unit linked fund subsequently measured

comprehensive income under the heading 'Available for sale'.
- In debt securities
Held-to-maturity

Investment classified as held-to-maturity are subsequently measured at amortised cost less impairment, if any, taking into
account any discount and premium on acquisition, using the effective rate of interest method.

Fair value through profit and loss account

Investments in debt securities relating to units assigned to policies of investment linked business, pension business and
Family takaful investment linked business are subsequently measured at their fair values and the difference is charged to
profit and loss account.

- In term deposits
It represents investment in term deposits with banks held for short term usually less than 12 months.
- In mutual funds

Fair Value through profit and loss

invesiments in mutuai funds reiating to units assigned fo poiicies of invesiment linked business, pension Dusiness and
Family takaful investment linked business are subsequently measured at their fair values and the difference taken in fair
value through profit and loss account.

Available for sale

Investment related to non - unit linked fund subsequently measured at fair value and the difference is charged to Other
comprehensive income under the heading 'Available for sale'.

- Fair  market value measurements

For investments in Government securities, fair / market value is determined by reference to quotations obtained from
Reuters page (PKRV) where applicable. For investments in quoted marketable securities, other than Term Finance
Certificates, fair / market value is determined by reference to Stock Exchange quoted market price at the close of business
on balance sheet date. The fair market value of Term Finance Certificates is as per the rates issued by the Mutual Funds
Association of Pakistan (MUFAP).

- Reclassification of Available for sale portfolio of non unit-linked funds

During the year, the Company has changed its accounting policy for the valuation of the available for sale investments of
Non Unit-linked business to comply, as disclosed in note 5 to these financial statements with the requirements of the
Insurance Accounting Regulations, 2017 issued by the SECP vide its SRO 88(1)/2017 dated February 9, 2017. In line with
the requirements of the Rules, subsequent to initial recognition, the quoted available for sale investments are to be valued
at market value. On derecognition or impairment of available for sale investments, the cumulative gains or losses
previously reported in revaluation reserve are reclassified to the profit and loss account for the year.

o
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3.1.14

3.1.15

3116
3.1.16.1

Off - setting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet, if the Company has a
legally enforceable right to set off and the Company intends either to settle the assets and liabilities on a net basis or to realize
the asset and settle the liability simultaneously.

Provisions

Provisions are recognized when the Company has a legal or constructive obligation as a result of a past event, and it is probable
that outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be
made of the amount of obligation.

Taxation
Current

Provision of current tax is based on the taxable income for the year determined in accordance with the Income Tax Ordinance,
2001. The charge for current tax is calculated using prevailing tax rates or tax rates expected to apply to the profit for the year, if
enacted. The charge for current tax also includes adjustments, where considered necessary, to provision for tax made in
previous years arising from assessments finalized during the current year for such years

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences at the balance sheet
date between the tax bases and carrying amounts of assets and liabilities for financial reporting purposes. Deferred tax liabilities
are generally recognized for all taxable temporary differences and deferred tax assets are recognized to the extent that it is
probable that taxable profits will be available against which the deductible temporary differences, unused tax losses and tax
credits can be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is realized
or the liability is settled, based on the tax rates (and tax laws) that have been enacted or substantively enacted at the balance
sheet date. Deferred tax is charged or credited in the profit and loss account, except in the case of items credited or charged to
equity in which case it is included in equity.

Employees' retirement benefits - defined contribution plans

The Company operates a contributory provident fund for all eligible employees to which equal monthly contributions at the rate
of 8.33% of basic salary are made by both the Company and the employees. The contributions are recognized as employee
benefit expense when they are due.

3.1.16.2 The Company also operate an approved funded contributory pension scheme, whereby, fixed monthly contributions at the rate

3.1.17

3.1.18

3.1.19

3.1.20

of 10% of the basic salary are made by the Company and the employees also have an option to contribute in the fund at the rate
of 5%. At the time of retirement, employees are paid in full for their contribution, if any, and Company’s contribution accumulated
in the fund is paid to employees over the period of time in accordance with the rules of the fund.

Impairment of assets

The carrying amount of assets are reviewed at each balance sheet date to determine whether there is any indication of
impairment of any asset or group of assets. If such indication exists, the recoverable amount of the asset is estimated. An
impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable amount. Impairment losses
are recognised in profit and loss account.

Dividends and other appropriations

Cash dividend to shareholders is recognized as liability in the period in which it is approved. Similarly all other appropriations
other than those required by law including reserve for issue of bonus shares are recognized in the period in which they are
approved.

Reinsurance assets

Reinsurance contracts entered into by the Company with reinsurers for compensation of losses suffered on insurance contracts
issued. Claim recoveries receivable from the reinsurers are recognized at the same time as the claim which give rise to the right
of recovery and are measured at the amount expected to be recovered.

Reinsurance assets represent balances due from reinsurance companies which are stated on the basis of amounts receivable
under the respective contract after considering any impairment in the value of such assets.

Statutory funds

The Company maintains statutory funds for all classes of life insurance business. Assets, liabilities, revenues and expenses are
recorded in respective funds, if referable or, on the basis of actuarial advice if not referable. Other assets, liabilities, revenues
and expenses are allocated to shareholders' fund. 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 balance sheet date as required by Section 50
of the Insurance Ordinance, 2000. A capital transfer provided to statutory funds by the shareholders’ fund is recorded as a
reduction in the shareholders' equity. Changes in the amount of capital contributed to statutory funds is recorded by the
shareholders' funds directly in equity.
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3.1.22

3.1.23

3.1.234

3.1.23.2

3.1.24

3.2

3.21

3.22

3.23

Provision for outstanding claims

A liability for outstanding claims is recognized in respect of all claims incurred up to the balance sheet date, except for accident
and health claims which are recognized as soon as reliable estimates of the claim amount can be made. Claims where
intimation of the event giving rise to the claim is received or in respect of investment linked business when the policy ceases fo

i, in
participate in the earnings of the statutory fund are reported as claims in the revenue account. The liability for claims incurred

but not reported at the year end is determined by the Appointed Actuary and are included in the policyholders' liabilities.
Experience refund of premium calculated by appointed actuary is included in outstanding claims. Experience refund of premium
receivable from reinsurers is included in the reinsurance recoveries of claim.

Acquisition costs

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

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

Foreign currency transactions
Functional and presentation currency

These financial statements are presented in Pakistan Rupees, which is the Company's functional and presentation currency.

Foreign currency translations

Foreign currency transactions during the year are recorded at the exchange rates approximating those ruling on the date of the
transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of exchange which approximate those
prevailing on the balance sheet date. Gain and losses on translation are taken into profit & loss account currently. Non monetary
- items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as at the dates
of the initial transactions. Non - monetary items measured at fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was determined.

Financial Instruments

Financial assets and financial liabilities are recognized at the time when the Company becomes a party to the contractual
provisions of the instrument. Financial assets are derecognized when the contractual right to future cash flows from the asset
expire or is transferred along with the risk and reward of the ownership of the asset. Financial liabilities are derecognized when
obligation specified in the contract is discharged, cancelled or expired. Any gain or loss on derecognition of the financial asset
and liabilities is recognized in the profit and loss account of the current year.

Significant Accounting Policies - Window Family Takaful Operations
Takaful Contracts

The takaful contracts are based on the principles of Wakala Wagf Model. Takaful is a program based on Shariah compliant,
approved concept founded on the principles of mutual cooperation, solidarity and brotherhood. X

The obligation of Wagqf for Waqf participants' liabilities is limited to the amount available in the Wagqf fund. In the event where
there is insufficient funds in Wagf to meet their current payments less receipts, the deficit is funded by way of an inlerest free
loan (Qard-e-Hasna) from the Operator sub fund to participant takaful fund and group family takaful. The amount of Qard-e-
Hasna is refundable to the Operator sub fund.

Technical reserves are stated at a value determined by the appointed actuary through an actuarial valuation carried out as at
each balance sheet date, in accordance with section 50 of the Insurance Ordinance, 2000.

Group Takaful

The group family takaful contracts are issued typically on yearly renewable term basis. The Company offers group term life and
group credit plans to its participants.

Individual Takaful Contracts Unit - Linked

The Company offers unit-linked Takaful plans which provide Shariah compliant financial protection and investment vehicle to
individual participants contribution received from policyholders, after deducting specific charges and takaful donations, are
invested in internal unit funds of the Company.

The basic plan contains family takaful cover over and above the unit value with additional protection.
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3.24

3.25

3.2

3.2.7

Retakaful

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

Retakaful Contribution

Retakaful contribution is recorded at the time the retakaful is ceded. Surplus from retakaful operator is recognized in the revenue
account.

Retakaful Expenses
Retakaful expenses are recognized as a liability in accordance with the pattern of recognition of related contribution.
Retakaful assets and liabilities

Retakaful assets represent balances due from retakaful operators, Recoverable amounts are estimated in @ manner consistent
with the associated retakaful treaties.

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

Retakaful assets are not offset against related retakaful liabilities. Income or expenses from retakaful contract are not offset
against expenses or income from related retakaful contracts as required by Insurance Ordinance, 2000.

Retakaful assets and liabilities are derecognized when the contractual rights are extinguished or expired.

Business Segment - Window Family Takaful Operation

The Company has two primary business segment for reportin
Family Takaful Protection Business.

a) The Family Takaful Investment Linked Business segments provides family takaful coverage to individuals under unit -
linked policies issued by the PTF.

b) The Family Takaful Protection Business segment provides family takaful coverage to member of business enterprises,
corporate entities and common interest groups under group family takaful scheme operated by the Company.

Takaful operator's fee

The shareholders of the Company manage the family takaful operations for the participants and act as Wakeel of the Wagf fund.
The Company is entitied for the wakala fee for the management of takaful operation under Wagqf fund to meet its general and
administrative expenses.

The window takaful operator is also entitied for Wakalt-ul-Istismar fee as it manages Participant Investment Fund.
Revenue recognition

Individual first year contribution are recognized once the related policies have been issued and the contribution received.
Renewal confribution are recognized upon receipt of contribution provided the policy is still in force. Individual single contribution
are recognized once the related policies are issued against the receipts of contribution.

Group contribution are recognized when due. A provision for unearned contribution is included in the policyholders' liabilities.
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 recognized in the period in which the estimate is revised and any future periods affected.

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

Note
Policyholders' liabilities and underlying actuarial assumptions 3.1.4
Provision for outstanding claims 201
Classification and impairment of investments 3.1.12,8,9,10,11,12, 26, 27, 28
Taxation and deferred taxation 3.1.15
Determining the residual value and useful lives of fixed assets 3.1.1&31.2
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a)

b}

c)

d)

CHANGE IN ACCOUNTING POLICY

The SECP vide S.R.0. 89(1)/2017 dated February 9, 2017 has issued Insurance Rules, 2017 (the Rules) which requires every
insurer to prepare their financial statements as per the presentation and disclosure requirements prescribed in Annexure Il of the
Rules. In view of the applicability of the Rules, the Company has changed its presentation and disclosure format 1o comply with the
requirements of the said Rules.

As a result, retained earnings on other than participating business which was previously reported in Balance of Life Fund, will now
be reported in Statement of Changes in Equity net of deferred tax as Ledger Account D. Further any loss on statutory fund will be
transferred to Profit and Loss Account, which was previously retained in statutory fund as capital contribution.

During the year, the Company has changed its accounting policy for the valuation of the Available for Sale investments of Non Unit-
linked business to comply with the requirements of the Insurance Accounting Regulations, 2017 issued by the SECP vide its SRO
88(1)/2017 dated February 9, 2017, which requires the valuation of Available for Sale investments at fair value. In line with the
requirements provided in the Rules, subsequent to initial recognition, the quoted Available for Sale investments are to be valued at
market value and any unrealised gains or losses arising on the revaluation of Available for Sale investments is charged to Other
Comprehensive Income and transferred to revaluation reserve. On derecognition or impairment of Available for Sale investments,
the cumulative gains or losses previously reported in revaluation reserve are reclassified to the Profit and Loss Account for the
period. This change in accounting policy has been applied retrospectively in accordance with the requirements of IAS 8 'Accounting
Policies, Changes in Accounting Estimates and Errors', and comparatives have been restated to confirm to the changed policy.
Further previously Available for Sale investment relating to the units assigned to policies of Unit-linked businesses were
subsequently measured at fair value and the difference was recorded in the Revenue Account. During the year, the Company has
reclassified such investments portfolio as Financial Assets at Fair Value through Profit and Loss account, designated upon initial
recognition to meet the requirements of Insurance Accounting Regulation, 2017. However, it has no effects on the financial results.

Previously, subsequent to initial recognition, the quoted Available for Sale investments for Non Unit-linked portfolio were stated at
lower of cost or market value (Market value being taken as lower if the reduction is other than temporary) in accordance with the
requirements of the SEC Insurance Rules, 2002.

Accordingly, retrospective adjustments have been made in these annual financial information and comparatives have been revised
as follows:
Balance as Balance
reportad Adjustments (Restated)
(Rupees in '000)
sat3 r 2016
In Statement of Financial Position
Investments - Equity securities and Mutual Funds 38,385,604 831,816 39,217,420
Retained Earning Ledger Account D - previously solvency margin (1,905,124) 562,919 (1,342,205)
Surplus on revaluation of ‘available for sale investment - (582,271) (582,271)
Deferred taxation (131,000) (812,464) (943,464)
As at 31 December 2017
In Statement of Financial Position
Investments - Equity securities and Mutual Funds 27,841,809 131,601 27,973,410
Retained Earning Ledger Account D - previously solvency margin (2,108,700) 578,798 (1,529,902)
Surplus on revaluation of available for sale invesiment - (92,121) (92,121)
Deferred taxation (135,800) (618,278) (754,078)
For th riod @ mber 2017 C Rupees in '000
Impact on Profit and Loss Account due to:
Change in Retained Earnings on other than participating 97,581
business (Ledger Account D)
Impact on Other Comprehensive Income due to:
Unrealized gain on available for sale investment (700,214)
Related tax impact 210,064
Impact on Earnings per Share (after tax) - Basic and Diluted Rupees
Change is Basic EPS 0.98
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PROPERTY AND EQUIPMENT Note 31 Dacembar 31 December

018 2017
—— (Rupaes In 000) ——
Operating assels 8.1 2,431,827 2,197,214

2,431,627 2.487.214

Operating assets
—31Decamber 2018
Anmt1 - Asatn e As st Mriieh dovai Depraciation
D I Azt Chargs for the on walue as at 31 rate
January 2018 P o danuary 2018 yoar Disposals “;'I":" December 2018 %
[Rupeas in '000)
Leass hold land 126,608 - - 126,505 - - - - 126,508 -
Building 1,318,700 15,000 - 1,333,700 80,254 62,485 - 142,739 1,190,861 ]
Offica equipment 311,843 19,855 (430) 131,088 64,233 25,702 (281) 20854 241,414 10
Computers 163,128 A (840) 199,985 106,808 21,810 1585) 128,004 71,981 30
Fuméure and fidure 418,643 78,788 - 4BE 411 173,147 8421 - 201,588 10
Vehicles 501,957 234,501 [104,856) 731,604 o919 51,888 (73,156} 225,881 20
Tatal —LBMFTS — awmEn __(i0he3s] __ 33@73 _ GiaE — 0306 TFapmE  7aress
31 December 2017
2l Az at3l . Asat3l Wien ot Depraciation rate
sz Addtons  Disposss Dessma a0 yew | OnDipossis gl Oecomber 2017 *
(Rupees in 'D00)

Lease hokd land 126,505 - - 126,505 - - - = 128,505
Building 1,269,990 48,710 - 1,318,700 15,475 64,378 = 80,254 1,238 448 5
Offics squinment 275,511 38403 {2274 311843 35,188 .38 (1.261) 64,233 247,410 2
Computers 135418 27874 {162) 163,128 BT 124 19.809 (134) 106,808 56,218 30
Fumniture and fixture 372,851 44 828 (836) 416,843 148,263 24,437 {553) 173,147 243,458 10
Vahicles 424,010 108,681 (31,714) 501,857 180,178 59,563 (22,850} 218,019 285,038 20
Total 26043683 __ 769aie ___ (35083 838,578 471638 194544 (p4BiE) _ B4T3E3 21872314

The market value of land and building is estimated at Rs, 3,322 million as af 31 Decambear 2018, Tha valuations have been camied out by indepandent valuer,

Disposal of fxed asssts

Original  Accumulated Book Sale Gain | [Loss) Modae of
Cost Depreciation Value Procesds on Sale Disposal Particulars of purchasar
[{Rupess in “000)

Vahitles 260 332 28 25 197 Negotiation Wagar Asif Malik Employes
Vehicles 651 581 &0 450 390 Negotistion Ayesha Chaudary Employes
Vehicles 494 434 L] 250 190 Negotiation Sajjad Haider Barcha Employee
Vehicles 484 438 56 260 204 Negotistion Afnan Afab Employee
Vehicles 484 431 83 225 182 Negotistion Shahid Abbas Chughta Extemal
Vehicles 1,324 1,173 161 220 768  Negotistion Kh. Shoaid Mumiaz Employse
ehicles 905 BO2 10 480 3T Negotistion Asim Magbool Employes
Vehicies B15 o 105 480 ITS  Magotiation Akbar All Emplayss
Vishicles Ga8 504 B4 kL 296 Negoliation Sajid Romaze Employes
Vehicles 850 T29 m Boo 379 Negolation Masood Sheraz Employss
Vehiclas 850 T20 1z 500 378 Negotiation Rana Abdus Extermal
Vehicles 1,764 1,448 Eal] 1,080 73 Negotistion Muhammad Kashif Empioyes
Vehiclas 1,764 1481 283 1,000 TT  Negotistion Rizwan All Bukhari Empioyes
Vehicles 485 403 [} 250 188 Negotistion Tanvoer Hyder Employse
\ehicies 518 408 o8 300 182  Megotistion Abdul Basit External
Vehicles 5186 424 82 s 183 Negolistion Anwar Ahmed Extamnal
Vahicies 1,078 838 240 715 475 Negotiation Rehan Siddiqul Employse
Vahicies 1,078 838 240 125 485  Nagotiation Sunita Kumari Employss
Vihicies 1072 874 204 a0 538  Negolistion Rizean Malik Employes
Vahiclas 1,078 874 204 T40 538 Nagotistion Irfan Bashir Employssa
Vehicles 1078 838 240 760 E10  Negelistion Khawaja Khuram Amin Employes
Vehicles 877 710 187 500 333 Negotiation Tarig Musiaia Employes
Vehicies L1 T2 1me 566 386  Negotistion Mr. Idrass Employes
Viehicles 1,718 1,313 405 1,150 745 Negotiation INoor Ur Rehman Empioyes
ehiclos 680 552 138 503 385 Negotistion Rana Abdus Extemai
Vehicles (113 708 177 525 348 Negolistion Syed Wagar Hyder Nagv Empicyes
Vehicles Bes 08 177 B40 383 Negotistion Burhan Zahid Empicyss
Venicles 1,364 1.m7 nr 1,000 663 Negotiation All Haider Employes
Vehicles [T a8 187 565 78 Negolistion Majid Ayub Emplayes
Vehiclas Bas 698 187 525 333 Negotlation Aszad Ali Jaffery Employss
Vehiclay Tar 540 187 410 243 Negotiation Mchammad Aleam Employsa
Vehicles To7 549 158 500 342 Negotlation Fatran Masood Emplayes
Vehleles 5 719 208 600 384 Negotistion Khurram Qayyum Employes
Vahicies 025 T8 208 625 418 Negotistion Asif Hamid Extornal
WViehicies 1,058 a1 235 800 585  Negotistion Zahid Khan Employes
Vehicles T2 569 163 180 197 Negolislion Shamsuddin Sheikh Empioyee
Wehicles Ta2 569 163 475 32 Negotlation Samina Rafi Employss
\ehicles 1,156 gge 258 750 482 Neg Butt Employes
Wehicles 1,808 1227 381 1,100 T18  Megotistion Khurram Rashesd Khan Employes
Wahicles 582 428 1 as0 217 Negotistion HNadesm Sultan Extemnal
Vahicles 1+ 429 13 350 29T Negotiation Mastol Emplayea
Vahiclas 582 429 123 380 237 Nagotiation Syed Muhammad Wasid Umar  Employes

Toony-
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Original Accumulated Book Sale Gain | {Loss) Mode of
Cost _Depreciation Value on Sale Disposal Particulars of purchaser
(Rupees In '000)
Vehicles 682 429 123 s 217 Negotistion Al As: Employss
Vehicles 1,478 1,128 350 1,050 700 Negatistion z.;.nj'ﬁ'..." Em;ll:;u
Vehicles #65 723 242 630 388 Nagotiation Khawar Mehmoog Employse
Vehiclos 1,447 1,084 353 1,000 637 Megoliation Abdul Jabbar Employes
Vahicles L 455 152 350 188 Negotiation Karan Kumar Employes
Vehicies 113 847 84 0 488 Negotiation Abdul Hameed Extermnal
Wehicles 113 B47 a4 725 441 Nagotiation Navead Akhlar Emplayss
Vehicles 1,873 1,253 420 1,150 730 Negotiation Jagdeash Empioyes
Vehiclas 852 470 182 425 243 Megotiation Shoaib Akhter Al Employes
Vehicies 1,762 1.218 550 1,180 810 Nagotiation Adeel Ishague Empioyaa
Vehicles 852 4dg 203 500 297 Insurance Clalm Efu General Insurance Insurance Claim
Vehicles 852 470 122 400 218 Negotistion Farukh Khan Ghaur Emplaysa
Vehicles 852 470 182 425 243 Negotiation Ageel Sanji Employes
Vehicles 852 470 182 426 243 Negotiation Sarmih Shamim Emplayes
Vehicles B52 470 182 400 28 Nagotistion Ahsan Javaid Empiloyes
Vehicies 1,010 729 281 650 60 Negotistion Wagas Khan External
Vahicles 1,010 711 %9 580 281 Megotiation Qamar Abbas Extemal
Vehiclas 652 458 153 425 232 Negotisticn Mumiaz All Khesa Employes
Vehiclas 1,008 To8 207 L] 393 Negotistion Bélal Sarwar Employss
Viehicles 1507 1,081 448 1,100 B54  Negoiation Tanveer Ahmed Khan Empiloyes
Vehicles 1010 ™ 200 850 351 Negotiation Madiha Ghulam Employee
Vahicies: 147 824 u7 a50 803 MNegotiation Sajjad Al Shaikh Employee
Vehicles 2,102 1,443 658 1,500 841 Negotiation Adnan Manzoor Employes
Vehicles 652 448 04 400 188 Negotiation Salid Mahmood Employes
Vehiclas 652 450 103 400 207 Negotiation Rizwan Sadiq Employes
Wehiclas 1,010 ™m 289 E75 376 Negotiation Fahad Amjad Exemal
Vehicles 852 436 16 425 209 Negotiation Misn M. Afzal Empioyes
Vahicies 1,702 1,168 534 1,250 716 Negotistion Zeeshan Employse
Vehicles B56 451 205 380 176 Negotiation Arslan Latee! Empicyee
Vehicios 1,184 813 m 825 454 Negotiation . M. Kashif Khan Employee
Vahicles 858 451 208 400 185 Negotiation Shahzad Ahmed Emplayee
Vehicles 1019 700 319 850 3 Megotiation M Amir Emplayes
Vehicles 668 447 m 80 139 Negotistion Shahzadomal Employes
\ehicles 1,703 1,110 593 1,350 757 Nagotiation Tahir Suftan Employes
Vehicies 683 445 38 450 212 Negotistion Khizar Abbas Employes
Vehicles 683 43 52 AT 113 Negotimtion Abid Al Employes
Vehicles B33 445 238 430 182 Negotiation Nadeen Sullan Extomal
Vehicies 683 445 38 476 237 Negotiation Muhammad imsan Empioyee
Vahicles 1,302 B4g 453 Too 24T Negotiation Altauilah Sheikh Employes
Vehicles 1221 786 428 200 475 Negotistion Muhammad Shahzad Employss
Vehicles 1,221 795 425 900 475 Negotistion Imran Razzaq Employee
Vahiclas 1,044 658 388 To0 314 Negotistion Mujeeb Ur Rehman Employes
Vehiclas 2,156 1312 B4 1,600 766 Negotistion Falsal Tahir Empioyee
ehlclas &78 427 251 460 208 Negoliation Ghulam Abu Empioyes
Vehicles Ly ] 427 25 440 188 Negoliation Abdul All Empiayes
Vehicies L1 ] 427 28 450 189 Negotistion Zshid Pasha Employes
Vehicles 1,038 655 84 To00 316 Negotiation Ehsan Hydar Employes
Vehicles 678 427 251 475 224 Megotiation Muhammad (shfsg Employee
Wehicles 1,038 655 384 T80 356 Negotistion Asnd Hadi Employes
Vehicies 1,332 T52 580 950 370 Negotistion Mian Kashil Naseer Employee
Vehicles (1] mn ur 540 223 Negotistion Sumera Falak Employes
Vahicles 1,822 872 750 1,380 600 Hagotistion ‘Qazafi Khan Employes
Vahicles 1,622 872 750 1,400 B50  Negotistion Ali Raza Employss
Vahicles 1,271 549 622 085 363 Negoliation Shahid Lazir Employss
Vehicles 1,552 792 T80 1,350 580  Negolistion Azmi Mufti Empicyes
Vehicles 688 351 a7 515 178 Negotlation Mahmood Butt Empioyos
Vehicles 1,054 . 508 546 832 288 Negotiation Yousuf Javed Employes
Vehicles 1,824 831 883 1,500 807 Negotiation Dr. Noreen Tahir External
Vahicles 1,47 588 e 1,080 271 Megotistion Asim Khan Employee
Vehicles 1,566 861 805 1425 520  MNegotiation Rashio Sheikh Emplayes
Vehicles 1,566 651 BO5 1.450 545 Megotistion Aamer Manzoor Fand Employsa
Vehicles 1,347 568 ™ 1,050 T Megotistion Aulim Solsngl Employes
Vehicles B52 470 182 400 218 Negotistion Saiid Mahmood Employes
Assets having written down
‘value less than Rs 50,000
Office Equipmant 430 281 148 T4 (75 Various
Computer 640 584 58 40 (16} Various
w018 105,926 74,022 Jigos Tieed —890
207 35.083 24818 10,265 21.008 10,743
——
INTANGIBLE AS5SETS
31 Decembar 2018
Cost Accumulated Amortization R devin Amoatlisiton
Asat1 Aned Asat1 Charge for the an paamta valsasatdt rate
January 2018 2018 January 2018 year Disposals 2018 December 2018 Y
(Rupess in "000)
Camputer software 78,018 2!&” = 107,714 86,380 Mﬂ BO,676 27,038 1
31 December 2017
Cost Accumuisted Amortigation down
As at 1 Addtions { Ara St Asat Charge for the aseat iy Amoitaion vie
January 2017 Disposal Ctapoaay I'.‘b;;u:?b- January 2017 yoar On Diiparals 2;". L December 2017
(Rupees In '000)

Compuler software 78278 I.‘Mz_ = 78,018 E‘-E-E‘-s “-”L - 58,380 11,628 23

Fully amortised Intangible assets

Type Cost

Intangible Asset

S

26,237

Depreciation  Deprecilation
2016

Depraciation  Depreciation
2018

Total Depreclation _Book valus

2015 207
1,965 s.412 l,l_l_!_ 8448 ﬂa?
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8.2

8.3

8.4

8.5

9.1

8.2

9.4

Ly

11 December 31 Dacember
_ Note 2018 2017
(Reslaled)
=seeees (Rupees in '000) ———
INVESTMENT IN EQUITY SECURITIES ! }

Awvailable for Sale 81 334,244 370412
At fair value through profit or lose 8.2 33,208,468 27,465,952
—Smseadiz. 21 eBd

Available for sale 31 Decembar 2018 30 bar 2017
Impairment / Carrying Impairment / Carrying
Note Cost provision Value Cost 1500 Value
(Restatad)
(Rupees in "000)
Related Parties
Listed Shares 334,522 (286,748) 47,774 306,470 (249,548) 56,022
Others
Listed Shares 168,162 - 168,162 209,800 (27 543) 182,257
Unlisted Shares 83584 16,008 - 16,008 11,008 - 11,008
Surplus on revaluation - - 102,300 - - 120,225
Fair Value through Profit and Loss
Relatod Parties
Listed Shares 539,276 - 589,347 1,100,276 - 1,165,781
Others
Listed Shares 961,713 - 32,619,121 26,774,500 - 26,300,171
36,019,68 (286,748 ,842,712 28,402,054 E??.Eu 27,836,364
31 December 31 December
2018 2017
(Restated)
Recanciliation of provision for impairment - (Rupees in '000) ~——-
Balance at the beginning of the 277,092 356,624
{Reversal ) / charge for impai on available for sale invest 9,656 (119,532
Balance at the end of the year 286,748 277,

Listed equities include investment in EFU General Insurance Limited (the Holding Company) at carrying value of Rs. 468.10 million on behalf of Policyholders (2017: Rs. 715.71
million) representing 2.34% (2017; 2.34 %) of the issued capital of the EFU General Insurance Limited.

This represents investment in ordinary shares of Security General | Company Limited, The breakup value of each ordinary share of Rs.10 is Rs 215,69 based on the
latest un-audited interim financial statemenls available for the period ended June 30, 2018. The Company’s holding as al the year end is 0.67% (number of shares: 457,038)
[(2017: 0.67%) (number of shares: 457,038)]. The Chief E ive Officer of Security G C y Limited is Mr. Farrukh Aleem,

This ref i in ordinary shares of Planet- N {Privale) Limited. The breakup value of each ordinary share of Rs.10 is Rs 1.25 based on the lates! audiled financial

statemenis available for the period ended 30 June 2018. The Company's holding as al the year end is 0.28% (number of shares: 50,191) [(2017: 0.28%) (number of shares:
50,181)). The Chief Executive Officer of PLANET-N (Private) Limited is Mr. Nadeem Hussain.

GOVERNMENT SECURITIES 31 December 31 December
Nate 2018 2017
——— (Rupees in '000) ——-
Held to Maturity 9.1 6,122,953 3,083,004
Al fair value through profit or loss 9.2 47,849,913 53,371,573
52072866 56454577
31 D 018
Maturity Effective Amortised Principal Carrying
Yoar Yield Cost Repayment Valus

Held to Maturity (Rupees in '000)
03 Years Pakistan Investment Bond 2019 7.00% 999,447 1,000,000 999 447
15 Years Pakistan Investment Bond 2018 6.45% 10,014 10,000 10,014
20 Years Pakistan Investmant Bond 2024 10.00% 64,258 53,700 54,258
3 Manths Treasury Bills 2019 7.50% 3,824,385 3,834,000 3,824,385
03 Years Govemment ljara 2018 5.59% 235,159 235,000 234,839
Fair Valua through Profit and Loss
03 Years Pakistan Investment Bond 2019 7.00% 9,294,470 9,275,000 9,177,613
05 Years Pakistan Investment Bond 209 7.33% 4,577,192 4,537 500 4,557,819
05 Years Pakistan Investment Bond 2020 7.20% 5,048,142 4,987,500 4,870,204
10 Years Pakistan Investment Band 2018 12.50% 14,946 15,000 15,119
10 Years Pakistan Investment Bond 2024 11.45% 102,145 100,000 96,950
10 Years Pakistan Investment Bond 2022 11.42% 2,130,305 2,100,000 2,081,840
15 Years Pakistan Investment Bond 2018 6.45% 267,541 266,400 265,493
20 Years Pakistan Investment Bond 2024 10.00% 387,319 392,000 350,920
3 Months Treasury Bills 2019 7.66% 26,153,400 26,134,023 26,130,452
03 Years Government ljara 2019 5.58-6.1% 174,188 175,000 175,011
08 Years Pakistan Water And Power Development Authority 2021 8.31% 128,640 128,640 128,202

53,402,161 53,243,763 5_2‘!?2.8«88

Market value of g ities camied at d cost to Rs. 5,105 million (2017: Rs. 3,097 million).

Govemnmenl securities inciudes Rs.125 million (2017: Rs. 125 million) placed with the State Bank of Pakistan, in accordance with Section 29 of the Insurance Ordinance, 2000.
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10.2

1"

1.1

12

INVESTMENT IN DEBT SECURITIES

Others

Fair Value through Profit and Loss

Term Finance Certificates / Corporate Sukuks

Heid to Maturity
Certificate of Investment

Term Finance Certificates / Corporate Sukuks

Others

Hascol Petroleum

Falima Fertilizer Company
Engro Fertilizers Limited
Bank Al Habib Limited

Al Baraka Bank

Byco Oil Pakistan

K Electric

Bank AL-Falah Limited
MCE Bank Limited
Intemnational brands
Dawood Hercules
Pakistan Services Limited
Pak. Electron Limited.
United Bank Limited
Soneri Bank Limited
Askari Bank Limited,
Dubai |siamic Bank Limited
Meezan Bank Limited

Cortificate of Investment
First Habib Modarba

INVESTMENTS IN TERM DEPOSITS

Deposit maturing within 12 months

Note 31 December 2018 31 December 2017
Impairment / Carrying Impairment / Carying
Cont Provision Valus e Provision Value
(Rupees in '000)
10.1 3,865,297 - 3,868,872 B73,535 - 882,135
10.2 210,000 2t%ooo 210,000 - 210,000
4,075,287 - 3,078,872 7,083,535 - 1,082,735
No. Of Certificates Value of Certificates
31 December 31 December Face 31 December 31 December
2018 207 Value 2018 2017
(Rupees in "000)
30,000 30,000 4 99,499 131,340
9,807 9,807 3 20,677 40,307
52,000 52,000 2 91,000 186,375
60,000 20,000 5 300,280 200,000
10,000 10,000 2 22,189 28,560
20,000 20,000 5 100,000 100,000
7,600 7,500 1 78,381 78,380
23,083 3,083 5 115131 15,559
20,000 20,000 § 101,582 101,634
100,000 - 100 99,182 -
2,000 - 200 200,000 -
833 - 100 131,858 z
20,000 - 10 99,904 i
250,000 - § 1,250,000 &
10,000 - [ 50,000 -
500 - 1,000 500,000 -
20,000 - 5 100,000 =
100,000 - 5 500,000 -
3,868,872 882,135
1 1 210,000 210,000 210,000
4,078, 1,092,135
31 December 31 December
Nole 2018 2017
== (Rupees in '000)
11 15,049,100 12,438,000

These have tenure of one to three months (2017; one to three month) and camy mark-up at the rate 7.5% ta 12 % (2017: 5% to 8%) per annum and includes tem deposit receipls
of Rs. 5.15 billion ( 2017: Rs. 2.15 billion) heid with JS Bank Limited (a related party) which carries mark-up at the rate 10 to 11 % (2017: 6.20%).

31 December 2018 31 December 2017 (Restated)
INVESTMENT IN MUTUAL FUNDS Impairment/ Carrying Impairment/ Carrying
Cost provision Value Cost provision Value

Fair Value through Profit and Loss (Rupees in '000)
Related Party
Mutual Funds 444 - 805 547 - 1.041
Others
Mutual Funds 58,215 = 60,315 49,926 - 59,924
Avallable for Sale
Related Partios
Mutual Funds 25523 - 25,523 523 - 523
Cthers
Mutual Funds 100,147 (10,280) 89,867 69,691 (5.508) 64,182
Surplus on revaluation - - 577 - - 11,376

185,325 igzm 177,087 120,697 15,500) 137,046

31 December 31 December
2018 2017
(Restated)

R illation of p for Imp. =---—- (Rupees in '000) —-
Balance at the beginning of the year 5,509 6.277
Charge / { ) for impai on for sale | 4,771 (768)
Balance at the end of the year ?aiﬁ 5,509

o
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14

14.1

15

16

17

171

17.2

Note 31 December 31 December
2018 2017

(Restated)
reeveeeeeeee (RUpees in '000)
INSURANCE & REINSURANCE / RETAKAFUL RECEIVABLES

Due from insurance Policyholders 156,138 98,389
Due from reinsurers / retakaful 13,462 126,442
169,600 224 831

OTHER LOANS AND RECEIVABLES

Accrued investment income 884,760 1,142,548
Security deposits 35,329 42,356
Advance to supplier 108,610 100,078
Loans to agents 14.1 32,453 22,256
Loans to employees 14.1 136,737 105,386
Other receivables 1,912,549 1,359,285

3,110,438 2,771,909

This represent housing, vehicle and domestic purpose loans to employees and agents at the interest rate ranging between 8% to
12.5% (2017: 8% to 12.5%) per annum. These loans are recoverable over a period of one to ten years (2017: one fo ten years) and
are secured against retirement benefit payable to respective employees and security documents of property / vehicle.

DEFERRED TAXATION

Deferred credits arising due to:
31 December 31 December

Note 2018 2017
(Restated)
—————— (Rupees in "000) ~——-—m
- Fixed Assets 152,900 135,800
- Surplus on revaluation of available for sale invesiment 32,778 39,480
- Retained earning ledger Account D 518,755 578,798
704,433 754,078
PREPAYMENTS
Prepaid rent 56,435 22,967
Prepaid miscellansous expenses 24,747 21,525
* 81,182 44,492
CASH & BANK
Cash and Cash Equivalent
Cash in hand 299 -
Policy & Revenue stamps 5,660 7472
Cash at bank
Current account 1,231,704 2,552,729
Saving account 171 3,548,699 3,497,712
4,786,362 6,057,913

These carry mark-up ranging from 7.5% to 9% (2017: 4.5% to 6%) per annum and include balance of Rs.364.36 million (2017: Rs.
184.59 million) held with JS Bank Limited (a related party).

31 December 31 December
2018 2017

(Restated)
rmeemmnmneees (RUPEES IN "000) =meeommamee
Cash and cash equivalents for cash flow purpose comprise of the following:

- Cash and others 5,959 7.472
- Cash at bank 4,780,403 6,050,441
- Term deposits maturing within three months 15,048,100 12,439,000

19,835,462 18,496,913

G
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18 SHARE CAPITAL

Authorised Capital
2018 2017
(Number of Shares)

150,000,000 150,000,000 Ordinary shares of Rs. 10 each

Issued, subscribed and paid-up capital

2018 2017
{Number of Shares)

Issued, subscribed and paid-up
15,000,000 15,000,000 Ordinary shares of Rs 10 each issued for cash

85,000,000 85,000,000 Ordinary shares of Rs 10 each issued as fully
paid bonus shares

100,000,000 100,000,000

31 Decemt 31 Decemb
2018 2017
{Rupees In '000)
1% 1,500,000

31 December 31 December
2018 2017
- (Rupees in '000)

150,000 150,000
850,000 850,000
1,000,000 1,000,000

18.1  As of balance sheet date 43,416,840 (2017: 43,092,040 ordinary shares of Rs. 10/- each were held by the Holding Company.

18.2  Employees Stock Option Scheme

The Company's Employees Stock Option Scheme (ESOS) was duly approved by the Company's Shareholders In their Annual General Meeting held
on 5 April 2014. Under the ESOS, the Company shall grant share options to the employees selected by the Board's Compensation Committee. The
SECP has accordingly approved the ESOS vide its Letter No.SMD/CIW/ESOS/01/2014 dated: 10 February 2017.The scheme is applicable from the

year 2018. No options were granted to employees as at 31 December 2018.

18.3 RETAINED EARNING LEDGER ACCOUNT D
Opening balance

Contribution to increase solvency margin
Change in solvency margin through profit and loss account

Related Deferred Tax Liability on:
Opening balance
Reversal / (charge) to profit and loss account
Closing balance
Net of tax
19 RESERVES
General reserve
20 INSURANCE LIABLITIES
Reported outstanding claims
Incurred but not reported claims
Investment component of unit - linked and account value policies

Liabilities under individual conventicnal insurance contracts
Liabilities under group insurance contracts (other than investment linked)

201 Reported Outstanding Claims
Gross of Reinsurance
Payable within one year
Payable over a period of time exceeding one year
Recoverable from Reinsurers
Receivable over a period of time exceeding one year
Net Reported Outstanding Claims
20.2 Incurred But Not Reported Claims
Gross of Reinsurance
Reinsurance Recoveries
Net of Reinsurance
20.3 Investment Component of Unit-Linked and Account Value Policies

Investment Component of Unit Linked Policies

G
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31 December 31 December

Note 2018 2017
(Restated)
{Rupees in '000)
2,108,700 1,905,124
12,808 80,116
145,696 113,480
2,267,206 2,108,700
(578,798) (562,919)
60,042 (15,879
{518,756) (678,798)
1,748,449 1,529,602
2,150,000 1,600,000
20.1 2,281,185 2,105,117
202 515,733 262,228
20.3 103,569,024 97,073,403
20.4 784,354 821,042
205 453,261 498,597
107,603,537 100,880,387
1,918,000 1,762,232
646,563 655,030
2,564,563 2.407,262
(283,398) (302,145)
(283,398) (302,1485)
i.?ﬁﬂgg 105,11
634,042 465,603
(118,308 (103,375)
515,7 362,228
) AT
103,569,024 97.073.403

103,568,024 87,073,403




20.5

20.7

20.8

21

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

Claim Development Group Business

The claim development pattern for the last five years:
Accident Year

Estimate of ultimate claims costs:

At end of accident year
One year later

Two years later

Three years later

Four year later

Current estimate of Cumulative claims
Less: Cumulative payments to date
Liability recognised in the statement of financial position

Claim Devel Individual Busi

The claim development patiern for the last five years:
Accident Year

Estimate of ultimate claims costs:
At end of accident year

One year later

Two years later

Three years later

Four years later

Current estimate of Cumulative claims
Less: Cumulative payments to date
Liability recognised in the statement of financial position

31 D b 31D
Note 2018 2017
(Reslated)
{Rupees in '000)
962,718 977,253
(168,364) (156,211)
784,354 621,042
532,584 618,117
(79,323 (1189,520)
453,261 498,59
e
2014 2015 2016 2017 2018
(Rupees in '000)
1,117,067 1,130,170 1,616,251 1,823,809 2,194,987
1,134,084 1,291,178 1,716,076 1,866,001 -
1,145,461 1,299,436 1,740,491 - -
1,142,527 1,323,341 - - -
1,226,974 . = a u
1,225,974 1,323,341 1,740,491 1,866,081 2,194,987
1,121,658 1268432 _ 1,667,043 1,645,563 1,242,856
104,316 54,800 83,448 220,528 952,132
L
2014 2015 20186 2017 2018
{Rupees in '000)
562,879 689,248 824,705 611,981 668,646
573,147 715,002 842,299 605,581 -
563,080 717,658 838,187 . -
562,095 712,285 - - -
560,487 - - - =
560,487 712,285 830,187 605,581 668,646
433,558 573,318 710,742 424 653 228,438
128,920 138,867 128,445 180,928 440,208

Statement of Age wise Break up of Unclalmed Insurance Benefits

As on 31 December 2018

This represents outstanding claims in respect of which cheques have been issued by the Company for claim settiement. However, the same have not
been encashed by the claimant. Following is the aging as required by the SECP Circular no.11 of 2014 dated 19 May 2014

Particulars Total 1to6 Tto12 13to 24 25t0 35 Beyond 36
Amount months th th months months
(Rupees in '000)
Unclaimed Maturity Benefits 148,645 93,268 46,198 6,706 1,349 2,124
Unclaimed Death Benefits - - o o c -
Unclaimed Disability Benefits - - = o e -
Claims not encashed 8,739 - 1,634 686 - 6,419
Other Unclaimed benefits - - - - - -
Total 158,384 93,268 47,832 7,392 1,349 8,543
31 December 31 December
2018 2017
(Restated)
INSURANCE & REINSURANCE / RETAKAFUL PAYABLES (Rup in '000)
Due to reinsurers / retakaful 193,218 78,865
193,218 78,865
OTHER CREDITORS AND ACCURALS
Amount due to agents 726,268 633,978
Accrued expenses 602,191 403,223
Unpaid Dividend 8,570 -
Unclaimed Dividend 33,326 27 468
Other creditors and accruals 151,063 168,188
13521 ,mr 1,232,860

o
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RETIREMENT BENEFIT OBLIGATIONS
Provident Fund

The fallowing information based on un - audited financial statements of the fund as at 31 December 2018:

2018 % 2017 %
(Rupees in ‘000) (Rupees in "000)
Size of the fund - total assets 468,383 415217
Cost of investments 412,738 88.12 340,548 84.18
Fair value of investments 464,256 89.12 412,648 99.38
23.1.1 The breakup of fair value of investment in Provident Fund is as follows:
2018 % 2017 %
(Rupees in '000) (Rupees in "000)
Open end mutual fund 117,910 25.40 126,677 3070
Shares 779 017 823 0.22
Government securities 345,567 74.43 285,048 66.08

The above investments out of provident fund have been made in accordance with the requirement of Section 218 of the Companies Act. 2017 and the
rules formulated for this purpose.

2018 % 2017 %
Pension Fund (Rupees In ‘000) (Rupees in '000)

Size of the fund - total assets 306,708 285,622
Cost of investments 277,773 90.86 257,587 87.14
Fair value of investments 302,562 98.97 288,869 87.72

23.2.1 The breakup of fair value of investment in Pension Fund is as follows:

24

241

24.2

2018 % 2017 %
(Rupees in '000) (Rupees in '000)

Open end mutual fund 65,178 21.54 70,361 24,36
Shares 263 0.09 305 0.11

Government securities 235,900 77.97 216,980 75.11
Term Finance Certificates 1,222 0.40 1,223 0.42

CONTINGENCIES AND COMMITMENTS

The Income tax t of the Company for tax year 2018 has been finalized. The tax department has reopened lhe assessment order issued
under Sec 122(5A) for the tax year 2008-2016 and has raised a demand of Rs. 56.31 million against dividend income so received by the Company to
be taxed at corporate rate instead of reduced rates available in me First schedule of Income Tax Ordinance 2001. The Company filed an appeal for
tax year 2008-2013 before CIT appeals where the case was decided inst the Company. The Company has filed an appeal before Appellate
Tribunal for the same tax years where the case was decided in favour of lha Company. For sz year 2014 and tax year 2016, the Company filed an
appeal before CIT appeals against the order, where the case was decided in favour of the Company. For the tax year 2015, the Company has filed an
appeal before CIT appeal. No provision has been made in respect of aforementioned additional demand.

In 2015 and 2016, The Searle Company Limited issued bonus shares (76,031 shares and 342,480 shares respectively) after withholding 5 percent of
bonus shares (3,801.55 shares and 18,707 .44 shares respectively) and the IBL Healthcare Limited. Issued bonus shares (46,625 shares and 80,311
shares respectively) after withholding 5 percent of bonus shares (2,331.26 shares and 4,031 shares respectively). In this regard, a constifutional
petition had been filed by the Company in Sindh High Court challenging the applicability of withholding tax provision on bonus shares received by the
Company. The honorable high court decided the case against the Company. Subsequently, the Company filed an appeal with a larger bench of the
Sindh High Court and in response the Sindh High Court has suspended the earlier judgment until the next date of hearing, which has not yet been
decided. The Company is of the view that the case will be decided in its favour and no provision has been made for the aforementioned tax.

Sindh Revenue Board has been granting exemption for sales tax on life insurance premium on a year to year basis which had expired on 30 June
2018. Similarly, sales tax on life insurance premium was also exempt in Punjab. However, sales tax on life insurance premium on policies written in
Punjab has been made applicable from November 2018. Further, Balochistan Revenue Authority has also imposed sales tax on life insurance
premium effective 01 July 2015. The matter for the renewal of the exemption was taken up at the collective level by the Insurance Association of
Pakistan (IAP) with the sales tax authorities of the respective provinces, In view of the fact that the matter is under the process of review with the
taxation authorities, the Company has not started billing sales tax on life insurance premium 1o its customers. At 31 December 2018, the

aggregate amount of sales tax on life insurance premium not yet billed by the Company to its customers amounted to Rs. 1,315.33 million. Based
on the IAP's discussions with the sales tax authorifies, the Company is hopeful ‘that the exemption will be granted for the current year.

Accordingly, the Company has nol recorded any provision against sales tax liability in these financial statements.

Bank guarantees amounting to Rs.17.27 million has been given in respect of Group Life coverage. These bank guarantees will expire by 16 January
2020.
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31 December 31 December
2018 2017
(Restated)
(Rupees in '000)

NET INSURANCE PREMIUM / CONTRIBUTION REVENUE

Gross premium / contribution

Regular premium / contribution individual policies

26

First year 6,845,943 5,340,075
Second year renewal 4,267,430 3,243,216
Subsequent year renewal 14,067,312 11,810,042
Single premium / contribution individual policies 2,588,947 8,263,773
Group policies with cash values 61,538 55,922
Group policies without cash values 3,125,315 2,786,431
Less: Experience Refund (166,078) (78,624)
Total gross premium / contribution 30,790,407 31,420,835
Less: Reinsurance premium / retakaful
contribution ceded
On individual life first year business 50,966 52,207
On individual life second year business 39,947 50,197
On individual life renewal business 199,403 186,174
On group policies 469,073 451,151
Less: Experience refund from reinsurers (113,106) (112,051)
Less: Reinsurance commission on risk premium (20,144) (19,976)
626,139 607,702
Net premium / contribution ,164,268 30,813,133
INVESTMENT INCOME
Income from equity securities
Fair Value through Profit and Loss
Dividend income 1,460,907 1,556,579
Available for sale
Dividend income 22,848 134,008
Income from debt securities
Fair Value through Profit and Loss
Return on debt securities 524,761 297 468
On government securities 3,888,358 3,631,010
Held to Maturity
On government securities 320,128 214,013
Income from term deposits
Return on term deposits 725,389 578,046
6,942,391 6,411,124
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28

29

30

NET REALISED FAIR VALUE (LOSSES) / GAINS ON FINANCIAL ASSETS
At fair value through profit and loss

Financial assets
Realised gains on:

- Equity securities

- Government securities

Realised losses on:
- Equity securities
- Government securities

NET FAIR VALUE LOSSES ON FINANCIAL
ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Net unrealised losses on investments in financial assets
Net unrealised losses on investments at fair value through profit or loss
Total investment income

Exchange Gain
Less: Impairment in value of available for sale securities

Less: Investment related expenses

OTHER INCOME

Gain on sale of fixed assets
Return on loans to employees
Fees charged to Policyholders

NET 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
by maturity
by surrender
Total gross group claims

Total gross claims

Less: Reinsurance / retakaful recoveries
On individual life claims
On group claims

Add: Claims related expenses

Net insurance benefit expense

\,\0‘{\ Page 25

31 December 31 December
2018 2017
(Restated)

(Rupees in '000)

2,235,330 4,933,487
(5,971,322) (1,939,978)
(3,402) .
(3,739,394) 2,893,500
(1,174,039) (665,036)
(1,889,638)| | (12,548,123)
(3.063,677)  (13,213,159)
26,908 6,084
(14,427) 120,300
(7,101) (7,509)
(3,056,207) __ (13,094,264)
39,990 10,743
14,137 12,961
8,150 9,860
63,277 33,564
602,244 676,329
4,360 7,720
1,289,748 869,376
9,577,998 11,390,496
11,474,350 12,943,921
1,997,744 1,757,739
102,957 120,554
114 -
14,601 6,458
2,115,416 1,884,751
13,589,766 14,828,672
106,753 107,858
397,298 491,774
504,051 599,632
8,736 8,894
13,094,451 14,237,934
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31 December 31 December
Note 2018 2017
(Restated)
ACQUISITION EXPENSES (Rupees in '000)
Remuneration to insurance intermediaries on individual policies:
- mmm%ss!'nn to agent on first year premiums 2,847,314 2,224,927
- commission to agent on second year premiums 451,418 329,472
- commission to agent on subsequent renewal premiums 366,606 308,897
- commission to agent on single premiums 76,816 290,824
- override commission to supervisors 545,778 448,816
Other benefits to insurance intermediaries
- salaries, allowances and other benefits 1,335,376 922,248
Remuneration to insurance intermediaries on group policies:
- commission 385,240 301,023
- other benefits to insurance inlermediaries 73,452 70,935
- Travelling expenses (including cost of contests, conventions etc.) 45,382 38,671
- Printing and stationery 17,267 21,787
- Depreciation 94,130 73,441
- Rent, rates and taxes 111,322 95,862
- Electricity, gas and water 35,035 31,024
- Entertainment 30,317 29,647
- Viehicle running expenses 12,310 13,441
- Office repairs & maintenance 22,441 21,468
- Postages, telegrams and telephone 39,601 37,926
- Others 128,233 104,498
- Stamp duty 88,974 75,346
- Initial Medical Fee 22,967 18,223
6,750,979 5,458,476
MARKETING AND ADMINISTRATION EXPENSES
Employee benefit cost 321 634,886 567,887
Travelling expenses 86,715 79,867
Advertisements and sales promotion 189,438 155,383
Printing and stationery 47,491 48,921
Depreciation 126,176 121,103
Amortisation 14,285 11,759
Rent, rates and taxes 15,987 18,625
Legal and Professional charges - business related 82,971 58,355
Electricity, gas and water 31,627 33,054
Entertainment 33,080 27,662
Vehicle running expenses 7,167 11,502
Office repair and maintenance 62,784 47,327
Appointed actuary fees 11,399 10,800
Bank charges 13,339 13,431
Postage, intemet and telephone 76,079 60,452
Fees and subscription 25,541 20,127
Annual supervision fee SECP 50,000 50,000
Miscellaneous 93,861 70,287
1,602,816 1,406,542
Employee Benefit Cost
Salaries, allowances and other benefits 628,697 531,256
Charges for post employment benefits 6,189 36,631
634,886 567,887
OTHER EXPENSES
Printing and Stationary 758 3,055
Advertisements and publicity 1,259 1,836
Travelling 890 272
Auditor's remuneration 331 7,755 6,909
Directors' fee 2,700 3,075
Donation 33.2 6,865 7,800
20,227 22,947
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33.3

35

Auditor's remuneration

Annual Audit Fee
Half yearly review

Review of code of corporate governance

Other certifications
Out-of-pocket expenses

Donations

Donations include the following in whom the directors are interested:

Name of Directors

Saifuddin N.Zomkawala

Syed Salman Rashid

Rafique R. Bhimjee

Donations to a single party exceeding Rs.500,000

TAXATION

For the year
Current
Deferred

For the prior years
Current

Interest in donee

Board Member

Spouse (Trustee)

Spouse (Trustee)

Name and of don

Sindh Institute of Urology and
Transplantation, Civil Hospital Karachi

Anjuman Kashana -E- Atfal-O-Naunihal

The Garage School

The Citizen Foundation

Family Educational Services Foundation
Dar Ul Sukun

Afzaal Memorial Thalassemia Foundation
Layton Rahmatullah Benevolent Trust

Relationship between tax expenses and accounting profit

Tax at applicable rate 29% (2017: 30%)

Tax effect of income subject to lower tax rates

Prior year adjustment
Others
Tax charge for the year

EARNINGS PER SHARE

Profit (after tax) for the year

Weighted average number of ordinary shares

Eamings per share - basic and diluted

Qo
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31 December 31 December

2018 2017
(Restated)
(Rupees in "000) ————
1,650 1.500
250 250
250 225
4,755 4181
850 753
7,755 6,900

31 December 31 December

2018 2017
(Rupees in "000)
1,114 1,663
50 .
500 -
= 908
570 -
848 829
1,000 1,000
1,080 1,448

31 December 31 December
2018 P
(Restated)
(Rupees In '000)

| 656,848 [ 791,662

(42,943 20,679
613,905 812,341
131,152 71,938
745,057 884,279
31 December 31 December
2018 2017
(Restated)
Effective tax rate %
29.00 30.00
5.64 2.57
(2.61) (0.93)
3203 3164
31 Decomber 31 December
2018 2017
(Restated)
(Rupees in '000) w-eemeeee
1,581,333 1,909,962
(Numbers in ‘000)
100,000 100,000
(Rupees)
(Reslated)
15.81_ 19.10
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37

371

REMUNERATION OF DIRECTORS, CHIEF EXECUTIVE AND EXECUTIVES

31 December 2018

31 December 2017

Chief Directors Executives Chief Directors Executives
Executive Executive
—_— TR
Lt '
{Rupees in '000)
Fees - 2,700 - - 3,075 -

Managerial remunearation 26,693 - 403,075 24,584 - 310,220
Bonus 8,722 - 38,782 7.872 - 30,158
Rt?t_if_'ement benefits 4,382 - 23,555 3,997 - 17,989
Utilltps 824 = 1,837 764 - 1,343
Medical expenses ar2 - 5,762 581 - 3,975
Leave passage 585 - 118 325 - 809
42,078 2 ?L 473,126 38,133 3,075 364,494
Number of persons 1 ] 62 1 8 51

The (ihief Executive is provided with Company maintained cars, fumished accommodation and medical insurance cover. The Executives are provided
with Company maintained cars, Medical insurance cover and in certain cases, household items and furniture in accordance with their terms of
employment. The chairman is provided with free use of Company car, medical insurance cover and residential utilities.

The Non Executive Directors were paid directors meeting fee of Rs, 2.7 million (2017: Rs. 3,075 million), No other remuneration were paid to Non

Executive Directors.

RELATED PARTY TRANSACTIONS

The related parties comprise of holding Company, directors, key management personnel, associated companies / associated undertakings, and
entities with commaon directors and retirement benefit fund. The transactions with related parties are carried out at commercial terms and conditions
except for compensation to key management personnel which are on employment tenms. The detail of transactions with related parties during the

period, other than those which have been specifically disclosed elsewhera in the financial statements are as follows:

Transactions with related parties
Holding Company

Premium written

Premium paid

Claims received

Claims paid

Dividend paid

Dividend received

Associated companies
Pramium written
Premium paid
Claims paid
Claims received
Commission paid
Travelling expenses
Donation paid
Dividend paid
Dividend received
Interest on bank deposit
Investment sold

Key management personnel
Premium written
Loan advanced
Loan recovered
Dividend paid

Employees’ funds
Contribution to provident fund
(Recavery) / Contribution to pension fund

37.2 Balances with related parties

Bank balances

Bank deposits

Premium payable

Premium receivable

Investment in EFU General Insurance Limited designated to unit funds
Investmant in related party

Claims outstanding

Loan receivable key employees

(P
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31 December 31 December
2018 2017
{Restated)
(Rup in '000)
16,479 [
10,274 -
1,612 =
7,764 -
650,881 b
46,810 -
86,076 82,072
38,189 48,1687
19,326 19,595
208 2,290
239,150 116,438
1,739 2,604
2,903 1,663
628,480 1,022,705
- 146,579
214,373 133,353
244,483 1,264,308
2,930 2,198
2,000 550
4,897 3,003
10,072 10,569
31,535 25529
(10,023) 21,116
869,823 661,499
5,150,000 2,150,000
652 L
1,107 1,146
468,096 715,719
172,180 508,571
5,935 6,024
23,544 26,441
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8.3

SEGMENTAL INFORMATION
Revenus Account by Statutory Fund

Incama

Premium / Cantribution less reinsurance ! retakaful
Duiw transfer from other stabutary funds
it

M:I kwestment incoma [ wakala ncome
Tolal nel income

Insurance Benafits and Expenditures
(Cialma net of reinsurance [ retakaful recoveries

Paliey tranafer to ather stabutary funds
Banus units trarsler 1o statutory fund

Excass of incoma over Benaflits and

Net Change in Insurance Liabilities (Other than
outstanding Claims)

Surplus | (Deficit) before tax
Movemant in pelicvholders’ iabilities

Transfer of (surplus) to shareholders' fund
Surpius aporopriated to shareheider's fund
Capital contrbution from share hokders' fund
Net Transfer to / from sharehalders’ fund

Balance of statutory funds at beginning of the vear
Balance of statulory funds at end of the year

Incoma

Premium [ Congibution less raht\nﬂml retakatul
Policy ransder from cthar standory fun

Net investment income / wakala heomc
Total net incema

Insurance Bonafits and Expenditures

Claims net {rotaknfl

Palicy transfer from other statutory funds.
Management expenses

Tatal Insuranca Benefits and Expenditures

Excess of Benafits and

Net Change in Insurance Liabilities (Other than
outstanding Claims)

Surplus | (Defich before tax
Mavement in policyhalders® liabilities

Transter of {surplus) shareholders’ fund
Sirn\namﬂﬂ!ﬁ nlursuuan

Mat Transfer to / mmmm fund

Bal of statutory at of e year
Balance of statutory funds at end of the year

Seamental Results By Line Of Business

Incoma
Gross Pramiums
- Frst Year Indhidual Requiar Premiums

Pulicy Transfers from Other Statutory Funds
Net Investment Income

Total Net Income

Insurance benefits and Expenditures

Insurance benefits, incuding bonuses, net of rensurance
Pelley Transfers o Other Stautory Funds

Maragement Experses loss Recovories

T, benefits and

Excess of Income over Insurance benafits and Expenditure

Aod: Pelicyholdar Liabiifes st Bagnning of Year
Less: Policyholder Lisbilites al End of Year
Surplus/[Deficit) Before Tax

Segment statement of financlal position

Property and ecuipment

Intanaibie assets

Irvestments

Inswrance & Reinsurance | Retakaful receivablos
Other laans and receivables

Taxalion - paymeris lss provision
Prepayments

Cash & Bank

Tetal Assets

iEten net af / retakahl

Delemed taxaton

Premium | Condribulian received n advance
fnsurance & Relrsurance / Retakaful payables
Dther creditors and accrals

Total Linbilitias

[\ Ve

31 December 2018
Statutory Funds __Aggregats
Family Takaful
Investrent Pansion Accident Investment Family Takaful
Linked Conventional Business & Health Linked Protection 31 Docembar
— Business . _ (Unitlinked) __ Business  _ Business
{Rupeas in 000}
24,735,353 2,341,580 41 48 185791 30,157,142
3 = = 3 = 128
[31DET1) 145,544 _413
24,428,582 2487 54 EE 3.1!9 138

394 538 441,307

- - 26,718

78 a7t 1571473

1?243 445 470 [ 2,039,458

T.180.237 832 e 1,248,640
(5.208,455) (118,564) 1454 s&2 (1,225,859) {23,670}
1.8710.182 106,658 2286 &0 23,241 378
5209455 118,564 [1,454) [852) 1,225,859 25870

1) T2E10] 12,300) [iE - 121.557) 1,982,117)
1884421 Wz TRy (ETLE

[2,200) 11,028 12509

16,577.382)

2,197.813

8,577,382

101,21,

e

31 Dacember 2047

Stahdpry Funds te
Investment Peraion Accidant Family Takasd Famiy Takakd
Linked Comvendanal Business & Health Irvestment Protecion
Business Business fUnk Linked) Business Linked Business 31 Decembar
Business 2017
{Restated)
(Rupess in '000)
26279344 2,174,062 1,088 B58 2,208,328 142,059 10,805,530
i 3 = % 7541 A 7,543
{3,818,157) 03724 452 80 S4 A 74,870
22461187 2285786 1551 748 2270308 217,089 273207 646
12452880
7543
02,
£ 1 ﬂ?ﬂﬂs L340
3T T TTF 7 | R K} [ I’ﬁ [T 54340 5,894,245
(2,194 353) (112,657} {908) 4 (904,373) (24,655) {3,236,906)
2366383 307,124 270 a7 (46.556) 79665 2657330
2,194 353 112,557 a09 (334 504,373 24,655 3,236 906

-rz i-! 510y [177 448} |‘258I1 {510) - 13, “{ I
| i‘] = | = | 83,623 g an%]
12,361,570 177 448) {256} [ 93,523 I 53,763

387
90,116

55,145,815 1,028,151 25,000 2210 1345578 23,539 aTTT4 3T
07 549,001 1270484 Hg! !Eﬂ EEFE? ﬁ i e D, 214.835 214855

Stahdory Funds

118,178 l' I l

3!251

12764583 12420538 IR 39(2,556 14,838,175

4 24585401

WI’TGI

BBY 12,284 78T 24ITEATD 9288577 13,134,520

I (1741801 {135, 75‘IE Eg% ]j 103 9‘! (1 TIHHEII | A8 :’Eﬁ}l
(174,120) (135,751) 308,831} 12,103,358) 11.713.855)
1

1
(1817614}

FEEIERLT

“5 mm s““
3
5(:5 Iﬂ'."
B, 7 |7.21 .141 824,36
3712926 Ta44329 [-EF 3,200,154 1..521 573
:: gﬁ Tg 5: 435,720 58,080,455 STETT.ES I/ NT029 03,894 565
4 4,078 Ji5 38,455 il
!Eﬁﬂ gg 045 !géﬁi i %‘3’2‘3" 1031
Az at 31 December 2018 As 3131 December 2017 (Restated)
Statutary Sharoholders itary Sharehcidem
__ Funds Funds Total Funds Furds Tatal
(Rupees in"000)
1,317467 1114160 2431827 1,264 951 B2 263 2197214
- 018 27,038 - 1" 11,628
103402211 2418, m 105,820,837 98,312,048 878 2
168,600 188,600 24 811
2,528.578 1I|.HI‘I 3,110,438 1,804,453
s 338,793 R Ih g -
81,182 = 51,182 A4 452
20 4,786,152 5833057
B Y3 O AN
107,602,837 - 107-601“7 NU.MJE} HW.ISO.G!?
- !um m.m
TidA1e ?(‘.". 854, S‘S Gﬁﬂ 322
183218 193212 78 78,865

—wiE g e s ew
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401

4011

Held to Available for Fair value Deposit Total

maturity Sale through profit maturing
& loss account  within 12
_ months
(Rupees in '000)
MOVEMENT IN INVESTMENTS
At beginning of previous year (Restated) 3,360,231.00  1,949,926.00 84,359,786  9,358,100.00  99,037,043.0
Additions 5,296,292.00 464,187.00 138,377,113 49,564,000 193,701,602
Disposals (sale and redemptions) (5,584,100) (1,372,242)  (127,531,084)  (46,483,100) (180.970,506)
Fair value net gains (excluding net realised gains) - {716,159.00) (13,213,158) - (13,829,317)
Impairment losses - 120,300.00 - - 120,300.000
At beginning of current year (Restated) 3,081,423 446,022 81,992,677 12,439,000 97,969,122
Additions 13,577,932 53,016 186,291,653 97,052,200 296,974,801
Disposals (sale and redemptions) (12,918,657) (14,707) (178,636,608) {94,442,100) (286,012,072)
Fair value net gains (excluding net realised gains) - (23,110) (3,063,677) - (3,086,787)
Impairment losses - (14,427) - - (14,427)
At end of current year 3,740,698 446,794 86,584,045 15,049,100 105,820,637

MANAGEMENT OF INSURANCE RISK AND FINANCIAL RISK
INSURANCE RISK

Insurance Contracts and Takaful Contracts

40.1.1.1 Classification

The Company currently issues contracts that are classified as insurance and takaful contracls as they transfer significant insurance risk
(against death, disability and sickness) from the policyholder to the Company. In the past the Company has issued contracts where the
insurance risk transferred is insignificant, these therefore being classified as investment contracts. All contracts which include an
investment element being unit - linked contracts linked to internal mutual funds.

The Company classifies its business into Individual Life and Group Life businesses, in both cases the form of contract consisting of main
plans and supplementary riders (which are generally optional).

Individual life business mainly consists of unit - linked products and conventional protection products, in both cases with optional
supplementary riders which generally provide protection only. Group Life business consists primarily of protection products and a relatively
small number of unit - linked policies.

40.1.1.2 Contract details and measurement

The insurance contracts offered by the Company are described below:

40.1.1.2. Individual Life Policles

These consist of the following types of policies:
(a) Unit - Linked Products:

These are medium to long term unit - linked plans designed to address a variety of future policyholder needs, such as retirement planning,
education planning for children, marriage planning for children, life protection and investments and savings for fulure. Premiums received
from policyholders and after deduction of specified charges including risk charges, are invested in internal unit funds of the Company. The
basic plan contains life cover over and above the unit value, with additional protection (for death, disability and sickness) being provided
through the addition of optional riders.

Policyholder Liabilities for these plans (excluding attached riders) are measured as the sum of the fair value of units attached and the
unearned part of any risk premiums charged.

(b) Conventional Protection Products:

Two types of products are offered under Individual life conventional business, these being medium to long term contracts with level
premiums being paid over the policy period. The Company offers a standard term life assurance product that offers protection in event of
death as well as a decreasing term life assurance policy that covers outstanding loan balances.

Policyholder liabilities for both products are determined on a net premium basis by determining the present value of benefits less the

present value of future net premiums, a theoretical net premium being calculated using conservative assumptions for mortality and the
discount rate.

G
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40.1.1.2,

() Family Takaful Investment linked Products:

These are medium to long term unit - linked plans operated through Window Takaful Operations of EFU Life Assurance.

The Member liabilities are divided into two broad categories, unit reserves and non - unit reserves. The unit reserve comprises of the total
units allocated to the Membership in the Participants’ Investment Fund (PIF). The value of these units, at the bid price prevailing on the
valuation date, forms the unit reserve. The non - unit reserve is the acluarial reserve in the Participants' Takaful Fund (PTF). The net non -
unit reserve is calculated as the uneamed mortality reserve which is the calculated as the unexpired portion of the net mortality charges
(Net of Wakala Fee and Retakaful Contribution) deposited into the PTF. The gross non - unit reserve Is calculated as the net reserve plus
the uneamed retakaful contribution paid.

(d) Accident and Health Products:

These consist of long term and shori term Accident and Health products providing cover against accidental death, disability, sickness and
critical iliness, offered both as long term as well as yearly renewable plans.

Policyholder Liabilities for short term contracts are evaluated using the uneamed premium reserve method, taking into account the
unexpired future period of risk, with a premium deficiency reserve being provided for where the Company’s management perceives that the

premium being charged is not adequate. For the critical iliness long term contracts, liabilities are evaluated using a net premium method i.e.
expected present value of benefits payable less expected present value of net premiums receivable.

(e) Other Supplementary Benefits:

The Company also offers a variely of supplementary benefits attached with main plans including additional term life assurance, income
benefits, critical iliness, sickness and accidental death and disability related benefits.

The methods used to determine policy holder liabilities differ with the nature and terms of these benefits, Most supplementary benefits
related to death and critical illness, are identical to some main plans offered in individual life business, the valuation methods used for
these being consistent with their related main plans. Measurement of liabilities for benefits related to accident disability, accidental death
and sickness are based on unearned premium method.

{7} Reserve for Ouistanding Losses {individuai iife)

The Company records reporled losses as payable upon intimation of any claim. Unpaid claims are assessed from time to time and the
liability measured in accordance with management’s estimates of whether claims are payable or not.

Claims payable over a duration of more than one year are measured at the discounted value of expected payments.

The Company also provides, as part of policyholder liabilities, a reserve for incurred but not reported claims (IBNR). Due to insufficient
claim history of Individual life business, however, the general lag method for IBNR is not used. The Company adopts a methodology based
on best estimates of future incurred but not reported claims, as suggested by the appointed actuary of the Company

Group Life and Group Family Takaful Protection Policles

Nature of Contracts:

The Company's group life and group takaful business consists of one year term life coniracts which provide coverage, in the event of death
or disability, to:

1) Employees of a common employer, benefits payable under these contracts being either fixed, in case of death, or linked to the extent of
loss incurred by the policyholder, in case of disability;

2) Customers of financial institutions, the contracts being issued to financial institutions to protect their customers' outstanding loan
balances, such as on personal loan, mortgages and credit cards.

Unit - Linked Group Life policies are similar in nature to Individual Lifa Unit linked Producte,
Policyholder Liabilities:

Policyholder liabilities consist of the following components:

Net Unearned Premium Reserve

The uneamed premium reserve is the portion of premium that had been booked in the current period but pertains to a period that extends
beyond the valuation date. The fraction of premium that is to be consumed in the succeeding period is considered to be uneamed. The
unearmed premium is the aggregate for both posted and fluctuations in the unearned premium.

The uneamed premium reserve is computed both gross and net of reinsurance, the methoedology used for both being similar.

Unit - Linked Group Life Policies

Policyholder Liabilities for these policies are measured as the sum of the fair value of units attached and the uneamed part of any risk
premiums charged.

oo
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40.1.1.3

40.1.2

Profit Commission Reserve (Accrued for Policyholders)

This is the total accrued profit commission that is payable to Policyholders at a future date. Profit commission for any policy normally
becomes payable at the end of three policy years. However, accrued profit commission is calculated at the end of each policy year to
account for the liability that has been created for that year. The sum of all such accrued profit cc issions for all sct is the Profit
Commission reserve.

Profit Commission Reserve (Accrued from Reinsurer)

This is the total profit commission due from reinsurer on all reinsured schemes. Profit commission rates are applied on insured groups,
based on their size. The total profit commission accrued from reinsurer s the sum of profit commissions for each group.

Premium Deficiency Reserve

The need for premium deficiency reserve arises when the Company expects to incur claims in excess of reserves set aside using
conventional methods. The Company analyzed its current portfolio of group contracts and evaluated loss ratios of group business. The
Company does not expect excessive claims on any schemes and hence no provision for Premium Deficiency Reserve is set aside.

Incurred But Not Reported (IBNR) Reserve

The IBNR (incurred but not reported) reserve is an estimate of those claims that might have occurred bul not yet reported. This is
estimated by using the claim intimation lag from the date of death for the claims that have been reported in the last two years. The system
generated IBNR triangle report is used to calculate the ratio of delay to estimate the probable claims pertaining to and not reported up to
the valuation date.

Liabllity Adequacy Test

Liability adequacy test is applied to all long term contracts where necessary. The fest is carried out using current best estimates of
assumptions and future net cash flows, including premiums receivable and benefits payable.

To determine the adequacy of liabilities, assumptions must be based on realistic best estimates. Al the moment, the Company does not
have sufiicient mortality data for comparison with assumed life table EFU (61-66). The Company compares EFU (61-66) with recent
mortality studies for similar groups. The comparison suggests that current actual mortality experience is better than the experience
reflected in EFU (61-66). Thus the Company uses a modified version of EFU (61-66) as a best estimate of mortality for liability adequacy
test.

The investment return currently assumed for valuation is 3.75% p.a. This assumption reflects a long tenm conservative return that the
Company expects to eam on assets backing these liabilities. On a more realistic view of current financial markets, the Company estimates
that a long term return on these assets of 6% is reasonable. Liabilities are reevaluated at investment return assumption of 6% for Liability
Adequacy Test.

The table below compares total policyholder liabilities under existing valuation basis with policyholder liabilities calculated using best
estimale assumptions:

Policy holder  Policy holder
liabliities on liabilities

existing using best
valuation estimate
basis assumptions
Assumption
(Rupees in '000)
Mortality 105,683,548 105,477,373
Investment returns 105,683,548 105,671,303

The liabilities evaluated under these assumptions suggest that recognized liabilities are adequate and no further provision is required.

Reinsurance / Retakaful contracts held:

The Company has entered into reinsurance / retakaful (hereinafter referred to as “reinsurance”) arrangements, for both its individual and
group businesses, in order to manage risks associated with the frequency and severity of claims. These arrangements include cover under
treaties as well as on a facullative basis. The terms of reinsurance treaties vary by type of business, the objective being to maintain a
reasonable risk profile suiting the risk appetile and overall exposure to adverse movements in mortality or morbidity.

Primarily, reinsurance assets are amounts due from reinsurers with respect to recoveries under claims and profit commission. Reinsurance
recoveries are measured according to the terms and conditions of the reinsurance contracts.

Reinsurance liabilities consist of amounts due to reinsurers on account of reinsurance premiums due which are measured accounting to the
terms of the arrangements.
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The details related to reinsurance assets and liabilities are shown below:

Amounts due
from Amounts due
Reinsurer rating i to rei ors
'A' or above 13,462 193,218

The Company assesses impairment on its reinsurance assels on a regular basis to identify any losses in recoveries. As of now, Company's
all reinsurance assets are due from reinsurers with a credit rating of “A or Above”". The reinsurers maintain a sound credit history and hence
no impairment provision is required for now.

Accounting estimates and judgments

The Company makes several estimates of assumptions to evaluate its assets and liabilities reported in its financial statements. On the
liability side, there are a number of factors that have a direct impact on policyholder liabilities. Assumptions are continually evaluated using
internal analysis and monitoring processes to test validity of these assumptions.

Mortality, Disability and Critical lliness

Mortality and disability rates are basic assumptions used in valuation of policyholder liabilities. For mortality, life table EFU (61-86) is being
cumrently used. The life table was published more than 40 years ago and may not reflect mortality improvements. For reserving purposes, a
10% mortality loading is used over EFU (61-66) rates to build in conservatism. An analysis of past mortality experience, reveals that 10%
mortality loading for reserving purposes is appropriate to ensure prudence.

Sudden adverse experience in mortality might occur due to epidemics, causing deaths on a mass scale due to incurable contagious
ilnesses. Mortality may also deleriorate over a period of time, due to wide scale changes in living life styles, eating and health habits.

Sensitivity test with respect to mortality is carried out and impact on policyholder liabilities is observed. When montality rates increase by
10%. policyholder liabilities increase by 0.083%. Likewise, when mortality rates decrease by 10%, policyholder liabiiities decrease by
0.063%.

In absence of credible disability and critical iliness incidence rates, the Company uses reinsurance rates for actuarial liability valuation of
disability and critical iliness benefits.

Investment income

Investment income is an important assumption for valuation of leng term conventional plans. This is the rate at which future expected
benefits and expected premiums are discounted. Currently, the valuation assumption used for investment income is 3.75% p.a.

Sensitivity test with respect to investment income is carried out and its impact on policyholder liabiliies observed. When investment rate is )
increased by 10%, policyholder liabilities decrease by 0.002%. Likewise, when investment income rate is decreased by 10%, policyholder
liabilities increase by 0.002%.

Frequency and Severity of claims

Frequency and severity can have a significant impact on total claims paid out by the Company. High frequency of claims could occur due to
adverse experience of mortality or disability. Adverse mortality experience, in short-term, could be due to a wide-range spread of fatal
contagious disease, an epidemic. Over a longer term, overall health practices, eating and living habits could potentially have an adverse
effect on mortality.

About 80% of Company's business is concentrated in the provinces of Sindh and Punjab. This concentration is largely in line with the
population of these provinces relative to country’s total population. The Company's diversified portfolio of contracts helps limit the
frequency and severity of claims. However, in event of large number of deaths or disabilities, Company does face the risk of paying out
excessive claims. To manage and mitigate this exposure, arrangements in form of reinsurance and calastrophe cover are in place.

In Group life business, frequency and severity of claims can be affected by concentration of business in a specifically risky class of
industry. Claim frequency can rise substantially from businesses in industries that are more prone to accidents due to the nature of work
they perform. Likewise, severity of claims can also be associated with business concentration in a specific class of industry. The Company
continually moniters its concentration risk and takes measures to keep its business portfolio well diversified.

Contracts in group life, are mainly one year term life contracts, where premium rates are generally guaranteed for one year only. The
Company retains the right of changing premium rates by incorporating the claim experience of a group insured, thereby allowing the
Company to charge a specific group in line with its claim experience.

The Company regularly carries out an exercise to monitor time lags between intimation and settlement claim dates. The study reveals that
a significant portion of claims are settled within twelve months of claim intimation.
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Sources of uncertainty In estimation of future benefit payments and premium receipts

The uncerlaimyl with respect to future premiums and benefits may arise due to unexpected changes in mortality or disability experience.
Adverse mortality experience will result in excess benefit payments, and reduced future premium income.

Likewise, unexpected changes in surrender and lapse could also have a significant impact on future realized premiums. Estimates of
lapses and surrenders are based on intamal sxpsiience siudies carried out annually. Factors that could affect policyholder behavior include
market factors such as interest rates, policyholder preferences in terms of the monetary value that a policyholder relates with the insurance
policy, the frequency of premium payments and the age of the individual.

Process used to decide on assumptions

Assumptions used to determine policyholder liabilities include mortality, disability, and critical iliness rates, investment retums for
conventional business, investment returns for investment linked business, expenses and mortality loading.

Mortality assumptions should in principle reflect adequate conservatism in liabilities. The Company considers EFU (61-66) life table to be
appropriate for actuarial valuation of policyholder liabilities.

Disability and Critical illness rates used for liability valuation are the reinsurance rates provided by the reinsurer. Due 1o lack of sufficient
claim experience for these disabilities and critical illnesses, the Company considers this as the best estimate available.

The Company uses an investment retumn assumption of 3.75% per annum to evaluate actuarial liabilities of its conventional plans.
Liabilities of conventional products should in principle reflect a long term conservative interest rate, to reflect adequate conservatism. An
investment return of 3.75% per annum is hence considered appropriate.

For Unit - Linked products where the death benefit is paid in form of annuity, the Company uses a discount rate of 6% to evaluale present
value of future stream of cash flows. In principle, the interest rate assumption set to discount cash flows should refiect the expected returns
on assels backing these liabilities. The Company expects to eam at least a 6% return on assels backing these unit - linked liabilities.

In valuation of uneamed premium reserve for unit - linked plans a loading of 10% Is applied on rates from EFU (61-66). In opinion of
Company’s management and appointed actuary this assumption is prudent,

Since from Annual 2014 onwards the Company shall maintain 100% retention on its books on account of Solvency Margin, the Company
will no longer keep an extra reserve on account of mortality fluctuation. It is the opinion of Company's management and appointed actuary
that this assumption is prudent.

The Company reserves for any increase in actuarial liability resulting from the possible reinstatement of lapsed policies. The current liability
valuation also takes into account cash value of units pertaining to policies lapsed in last 2 years. A unit - linked policy lapses when the
second annual premium of policy is not received. In principle, cash value of a lapsed policy is not surrenderable, as per provisions and
conditions, unless the second premium is paid and policy is reinstated. However, the Company recognizes the possibility of these lapsed
policies to be reinstated and hence carries out periodic studies to determine expected renewals. In opinion of the Company’s management
and appointed actuary assumptions used to set aside a liability against these lapsed policies is prudent.

For the purpose of liability adequacy tests the Company makes assumptions relating to expenses. For this purpose regular expense
analyses are carried out based on actual expenses and transaction volumes.

Sensitivity Analysis

The basic assumptions used in valuation of liabilities are mortality, disability, critical lliness rates and investment returns assumed in
discounting future cash flows. The table below presents sensitivity results with respect to above mentioned factors, with their impact
observed on policyholder liabilities:

% changein % change in
sensitivity policyholder

Sensitivity variable variable liabllities
Worsening of mortality and critical illness rates 10% 0.063%
Improvement in mortality and critical illness rates 10% -0.063%
Increase in investment returns 10% -0.002%
Decrease in investment returns 10% 0.002%
Manag tof in , financial and other risks

Insurance Risk

The risk that Company faces is due to randomness in occurrence of insured events. In principle, the Company faces the risk that total
claims exceed the reserves set aside at any point in time.
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The occumence of any single claim and amount paid on a single claim is a random event. However, as the number of contracts and
independent lives increase, the estimated claim amounts and the number of claims get closer to the actual figures. This phenomenon is
observed when pool of contracls is large enough and lives are independent. To manage this risk, Company monitors its concentration risk,
on several paramelers, and maintains diversity in its portfolio of insurance contracts.

In order to maintain this diversification, the Company takes a number of steps to manage the overall insurance risk of its portfolio of
insurance contracts. The risk of an individual life is broadly assessed in light of its: medical condition, which include living habits, physical
health and medical history; occupalional condition, which assesses an individual's job profile and whether any characteristics of the job
could have a significant impact on that individuals mortality; financial condition, which determines the individuals ability and affordability to
purchase and maintain an insurance contract over the long-term.

The Company identifies and defines parameters in its underwriting strategy to clearly identify individuals (sub-standard lives) which could
potentially increase the overall risk of insurance portfolio. Based on cerlain parameters, such individuals pay an extra charge called Extra
Mortality Premium, in order to compensate for extra risk added to existing pool of insured individuals. These measures aliow the Company
to charge an individual life in line with the risk contributed to its insurance portfolio. These underwriting measures also discourage
accumulation of sub-standard lives in the insured pool, thereby managing the overall insurance risk of Company in the long-term.

The Company also manages its geographical concentration of risk. Currently the Company's geographical concentration of risk for its
Individual Life sales force business is as follows:

Diversification of Risk

Individual Conventional Business Portfolio

Before After
Azad Kashmir 1.88% 2.36%
Baluchistan 5.05% 6.13%
Gilgit Baltistan 1.49% 2.04%
Khyber Pakhtunkhwa 2.19% 2.60%
Punjab 42.09% 42.31%
Sindh 47.29% 44.56%

Diversification of Risk

Portfolio

Individual Family Takaful business: Before After
Azad Kashmir 3.43% 3.48%
Baluchistan 0.99% 1.22%
Gilgit Baltistan 0.00% 0.01%
Khyber Pakhtunkhwa 2.82% 4.60%
Punjab 47.04% 50.32%
Sindh 45.72% 40.39%
For Group Life business, the Company's geographical concentration of risk is as follows:
Conventional Business

Diversification of Risk

Portfolio

Before After
Sindh 56.49% 56.51%
Punjab 43.51% 43.49%
Group Family Takaful Business
Sindh 96.62% 79.55%
Punjab 3.38% 20.45%

The Company alse has reinsurance arrangements with its reinsurance partners, to whom the Company passes any excess insurance risk
beyond its retention levels. Limits are continually monitored and kept in line with the overall risk tolerance. This allows the Company to
retain the risk according to its risk capacity and minimizes excessive claim payouts. Currently, the total risk retained on individual life
products is Rs. 2,000,000 per life for the death risk, Rs. 500,000 for individual takaful policies and Rs. 1,000,000 for risks associated with
critical illness plans. For Group Life, the Company currently retains Rs. 2,000,000 of total life risk on each life and Rs. 1,000,000 for Group
Family Takaful business. For critical life cover, 50% of the sum covered Is retained for both, Group Life and Group Family Takaful business,

The Company also has arrangements for claims in event of a catastrophic scenario under an Excess of Loss Catastrophe cover which is
triggered in event of excessive claims, limiting total amount of claims paid out if such an event occurs.

40.1.8.2 Other risks

The Company faces a number of financial risks in its assets and fiabiiities, apait from insurance risk. These risks can be broadiy
categorized as expense risk, lapse risk, market risk, credit risk and liquidity risk. This section describes these risks on the Company level
and idenlifies and describes the processes and strategy of management to manage these risks.
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40.1.84

40.1.8.5

40.1.8.6

40.1.8.7

Expense risk

The risk that the Company faces is that future expenses may be higher than those used in pricing of products
causing an expense overrun. The Company mitigates this risk by incorporating a certain level of acceptable
conservatism in building future policy expense factors in pricing and expects to maintain its actual expenses
within these limite. Regular monitoring of expenses allows ihe Company io adijust its pricing in time to account
for higher than expected expenses.

The Company closely monitors its expenses by regularly carrying out an expense analysis for its business. The
assumptions for future policy expense levels are determined from the Company's most recent annual expense
analysis, with an extra margin built-in to account for variability in future expenses. A review of product pricing is
carried out each year based on the latest available expense factors. Constant monitoring of expenses enables
the Company to take corrective actions in time.

Based on the results of expense analysis, the Company apportions its management expenses to different lines
of business.

Lapse risk

The risk the Company faces is that future persistency rates may be lower than assumed in pricing, thus
impacting the emergence of profit from its portfolio of individual life policies. The Company however is confident
that this risk is insignificant as the Company places tremendous emphasis on quality customer services and
retention of clients by making persistency standard an integral part of the sales force culture. The Company has
been consistently maintaining good levels of persistency and will continue a similar trend in future.

The Company has robust systems in place to regularly monitor the lapse experience, Regular focus on
persistency is embedded in the Company culture and is an integral part of the monitoring of the sales force
performance and remuneration.

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 in relation to its investments with
respect to products other than unit linked products (in unit - linked products, investment risk is borne by the
policyholder). The Company limits market risk by maintaining a diversified portfolio and by continuously
monitoring developments in government securities, equity and term finance certificates. The Company, along
with minimizing market risk by careful diversification in assets, also periodically carries out an Asset Liability
management exercise, to match its duration of assets and liabilities.

Credit risk and concentration of credit risk

Credit risk arises when one party fails to discharge its obligation and cause the other party to incur a financial
loss. Concentration of credit risk arises when a number of counter parties have similar types of business
activities. As a result, any change in economic, political or other conditions would affect their ability to meet their
contractual obligations. The Company is exposed to credit risk on premiums receivable from group clients,
commission and claims recoverable from insurers and investment in term finance certificates. The management
monitors exposure to credit risk through regular review of credit exposure, assessing credit worthiness of counter
parties and prudent estimates of provision for doubtful debts. The Company believes it is not exposed to any
major concentration of credit risk.

Liquidity risk

Liquidity risk is the risk that the Company is unable to meet its funding requirements, without incurring a material
loss in disposing off its illiquid assets. To guard against this risk, the Company maintains a healthy balance of
cash and cash equivalents and readily marketable securities. Liquidity is monitored regularly and assets are
frequently rebalanced to maintain a certain level of liquidity at all times. Going forward, the Company also plans
fo set up a contingency pian, whereby alternate sources of liquidity will be identified and assets would be
analyzed and ranked in their liquidity order, to determine which assets would need to be disposed off first in case
of a liquidity crisis.

The expected payouts in liabilities along with maturity profile of assets and liabilities are monitored to ensure that
adequate liquidity is maintained within the Company, to avoid the need of liquidating assets below their actual
market value.
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The following extract, classifies the assets and liabilities of the Company by type of product in each Statutory Fund as at 31
December 2018. The table below also presents details of assets under Shareholder's Fund:

Investment  Conventional

Linked Products \
Products (All  (individual, > mroy Total
unit main Group Life,
linked plans) Riders|
2018 {Rupees in '000)
Available for sale:
- Government Securities 49,262,169 - - 49,262,169
- Other fixed income securities 18,921,372 196,600 10,000 19,127,972
Held to maturity:
- Government Securities - 1,514,268 2,196,429 3,710,697
- Other fixed income securities - - - -
Available for sale:
- Listed equities 33,330,491 80.451 115,762 33,526,704
- mutual funds 96,860 - 80,227 177.087
- Unlisted equities and mutual funds - - 16,008 16,008
Loans and receivables - - 169,190 169,190
- Insurance receivables - 156,138 - 156,138
Reinsurance assels - 13,462 - 13,462
Cash and cash equivalents 3,906,188 862,754 17,420 4,786,362
Other assets 1,628,540 - 4,190,282 5,818,822
Total assets 107,145,620 2,823,673 6,795,318 116,764,611
Investment  Conventional
Linked Products '
Products (All  (Individual, Shar:::;dors Total
unit main Group Life,
linked plans) Riders)
(Rupees in '000)
Long-term insurance contracts and investment contracts:
Fixed term 60,693,131 289,389 - 60,982,520
Whole of life 43,424,056 - - 43,424,056
Short-term insurance contracts - 948,429 - 948,429
Riders - 328,544 - 328,544
Equity - - 6,027,586 6,027,586
Other liabilities 3,028,433 1,257,311 767,722 5,053,466
Total liabilities 107,145,620 2,823,673 6,795,318 116,764,611

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 balance sheet.

The Company's overall risk management seeks to minimize potential 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 portfolio and
by continuously monitoring developments in government securities, equity and term finance certificates. The Company, along with
minimizing market risk by careful diversification in assets, also periodically carries out an Asset Liability management exercise, to
match its duration of assets and liabilities.

Interest Rate Risk Exposure

Interest rate risk is the risk that the fair value or future cash flows of financial instruments will fluctuate because of changes in
market interest rates. The Company invests in securities and has bank balances and deposits that are subject to interest / mark-up
rate risk. The Company limits interest / mark-up rate risk by monitoring changes in interest / mark-up rates in the currencies in which
its cash and investments are denominated.
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The information about Company’s exposure to interest rate risk (other than relating to policyholders' liabilities) based on contractual reprising or maturity

dates as of 31 D ber 2018, whict is earlier, is as follows:
31 December 2018
| 1 Markup Bearing Non Interest / Non Markup Bearing
On balance sheet financial Maturity Up Maturity Maturity Up to 1 Maturity
instrument toYear after{voar SubToul Yoar aftor 1 Year  SubTotal o8t
(Rupees In ‘000)
Assets
Investmenis 60,763,586 11,337,251 72,100,837 33,719,800 & 33,719,800 106,820,637
Loans and Other Recaivables 35,196 88,688 123,884 2,086,554 - 2,086,554 3,110,438
Insurance Recelvables = . . 156,138 - 156,138 156,138
Cash 2909 - 200 - - = 209
Others 4,766,063 - 4,786,063 13,462 - 13,462 4,798,525
65,565,144 11,425,039 77,011,083 36,875,954 - 36,875,954 113,887,037
Liability
Premium received in advance = - - 714,419 - 714,419 714,419
Others = = - 1,672,730 . 1,672,730 1,672,730
= B - 2,387,149 = 2,387,149 2,387,140
Interest risk sensitivity gap 65,585,144 11,425,939 77,011,083 u,aalaus - 34,488,805 111,499,888
C lative interest risk y gap 65,585,144 7?£11,0l3
31 December 2017 (R )]
Interest / Markup Bearing Non Interest / Non Markup Bearing
Off balance sheet financial Maturity Up 1o Maturity after Malurity Upto 1 Maturity after
Instruments 1 Year 1 Year Sub Total Vear 1 Year Sub Total Total
(Rupees in *000)
Assels
Investments 58,040,336 11,945,376 69,985,712 27,973,408 - 27,973,400 87,859,121
Loans and Other Receivables 33,348 61,280 84,638 2877211 - 287727 2,717,808
Insurance Receivables - - - 224,811 - 224,831 224831
Cash = z = = = = =
Others 6,057,913 - ___9.057.913 - - - 6,057,913
64,131,507 12,006,668 76,138,263 30,875,511 - 30,875,511 107,013,774
Liability
Premium received in ad - - - 656,323 - 656,323 658,323
Others - - - 1,284,256 - 1,284,256 1,284,258
- - - 1,840,579 - 1,840,579 1,840,579
Interest risk sensitivity gap 64,131,597 1%006,966 76,1 35@ 28,834,932 - 28,834,932 105,073,195
Cumulative interast nisk itivity gap 64,131,597 76,138,263
The effective interast rate range (per annum) for the financial assets is as follows:
2018 207
Saving and other accounts 7.5% to 9% 4.5% to 6%
Deposits 6.5% to 12% 5% to 8%
Loans and advances 8% to 12.5% 8% to 12.5%
Investments T.T%to 12.81%  5.58% to 12%
41.1.1.2 Farsian currency riek
41.1.1.2 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 Pak Rupees.

41.1.1.3 Other Price Risk
Other price risk is the rigk 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 rate risk or currency risk), whether those changes are caused by factors specific 1o the individual financial instrument or its
Issuer, or factors affecting all similar financial instruments traded in the market.

41.1.1.4 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. In
the equity portfolio, the top three sectors by exposure are Oil and Gas, Banks and Chemicals.
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41.1.3

Credit Risk

Credit risk arises when one party fails to discharge its obligation and cause the other party to incur a financial loss. Concentration of
credit risk arises when a number of counter parties have similar types of business activities. As a result, any change in economic,
political or other conditions would affect their ability fo meet their contractual obligations. The Company is exposed fo credit risk on
premiums receivable from group clients, commission and claims recoverable from insurers and investment in term finance certificates.
The management monitors exposure to credit risk through regular review of credit exposure, assessing credit worthiness of counter

parties and prudent estimates of provision for doubtful debts. The Company believes it is not exposed to any major concentration of
credit risk.

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

__2018 2017
Rating of Banks* {Rupees In ‘000)

A 1,331,824 -

A+ 723,302 2,144,385
AA 2,165,156 2,770,348
AA- 6,194,290 4,577,239
Al+ 3,202,129 3,109,793
AAA 6,212,802 5,887,666

19820503 18489441

*Rating of banks performed by PACRA, JCR-VIS and Standard and Poors.

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

Raging
Issuer of TFC Rating Agency 2018 2017
{Rupees in ‘000)

Al Baraka Bank A JCR-VIS 22,189 28,560
Bank Al-Falah Limited AA PACRA 15,132 15,559
Bank Al-Habib Limited AA+ PACRA 200,289 100,000
Hascol Petroleum Limited Sukuk AA PACRA 99,499 131,339
Engro Fertilizer Sukuk AA- JCR-VIS 91,000 186,375
Fatima Fertilizer Sukuk AA- PACRA 29,677 40,307
K Electric AA+ JCR-VIS 78,361 78,360
First Habib Modarba AA+ PACRA 210,000 210,000
Byco Oil Pakistan Sukuk AAA PACRA 100,000 100,000
NIB Bank Limited AAA JCR-VIS 101,592 101,635
International Brands 4 AA Moody's 99,182 100,000
Dawood Hercules AR PACRA 200,000 -
Pakistan Services Limited AA- PACRA 131,958 -
Pak. Elektron Limited AA- PACRA 99,994 -
Bank Alfalah AA+ PACRA 99,999 -
Bank Al-Habib Limited AA PACRA 100,000 -
United Bank Limited AA+ JCR-VIS 1,250,000 -
Soneri Bank Limited A PACRA 50,000 -
Askari Bank Limited. AA- PACRA 500,000 -
Dubai Islamic Limited A JCR-VIS 100,000 -
Meezan Bank Limited AA JCR-VIS 500,000

4,078,872 1,082 135
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 prudent estimates of provision for doubtful debts. As of 31 December 2018, there was no provision for doubtful premiums as all the
premiums receivable were considered good. ]

Capital risk managements

The Company's objective when managing capital is to safeguard the Company's ability to continue as a going concem so thal it can
continue to provide retums for shareholders and benefits for other stakeholders and to maintain a strong capital base to support the
sustained development its businesses. The Company manages its capital structure by monitoring retum on net assets and makes
adjustments to it in the light of changes in economic conditions. In order fo maintain or adjust the capital structure, the Company may
adjust the amount of dividend paid to shareholders or issue new shares.

Currently the Company has a paid up capital of Rs. 1 billion against the minimum required paid-up capital of Rs. 500 million set by the
SECP for the life insurance Companies for the year ended 31 December 2018.

In addition, the Company is also required to maintain minimum solvency in accordance with the rules and regulations set by the SECP,
which are fully met by the Company.

\_KC‘“\./ Page 39



41.1.4  Fair value

_zﬁm_«iaﬁo_..}mg_m:omuamm;a om:‘mnm:m:‘w:ﬂmxumu_aq unquoted investments which are stated at cost, The Company is of the view that the fair value of the remaining financial assets and liabilities are not significantly different
fram their carrying values since assets and liabilities are essentially short term in nature.

The Company's accounting policy on fair value its of its i tments is discussed in note 3.1.12 to these financial statements.
The Company measures fair values using the following fair value hierarchy that refiects the significance of the inputs used in making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active mark for identical assets or liabilities.

Level 2; Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (i.e. as price:s) or indirectly {i.e. derived from prices).

Level 3: Fair value measurements using inputs for the asset or liability that are not based on obse(vable market data (j.e. unobservable inputs),

The table below analyses fi ial instruments d at the end of the reporting period by the level in the fair value hierarchy into which the fair value measurement is categorized:
On bal sheet financial i 31 December 2018
Fair value
Fair Value through profit _ Available for Sale HTM Loans and  Other financial Other financiaj Total Level 1 Level 2 Level 3 Total
Al loas Recelvables Assets liabilities
(Rupees in '000)
Financial assets measured at fair value
- Investments
Govemment Securities (Thills + PIBs + Sukuks) 51,909,147 » - - - - 51,909,147 - 51,908,147 - 51,909,147
Sukuk Bonds (Other than govemment) 1332819 - - - = - 1,332,919 - 133238 = 1,332,919
Listed equity securities 33,519,330 7.374 - - - = 33,526,704 33,526,704 - - 33,526,704
Unlisted equity securiies 16,008 - . - - - 16,008 - 2 16,008 16,008
Units of mutual funds 177.087 = = E = = 177,087 - 177,087 - 177,087
Debt securities (Listed TFCs) 2,535,853 - - - - = 2,535,953 2,535,953 - - 2,535,953
Fi ial assets not d at fair value
- Govemment Securities (Thills + PIBs + Sukuks) - - 1,063,719 - - = 1,063,719 - 1,047 472 - 1,047,472
- Balances with banks * 18,828,503 - - - - - 19,829,503 - -
- Certificate of Investment 210,000 - - - ® 210,000
- Advances - - - 124610 884,760 = 1,008,370
- Other assets (Excluding markup accrued)* - - - - 2,695,536 - 2,695,536 - - - .
109,529,947 7374 1,063,718 124,610 3,580,296 - 114,305,048 36,062,657 54,466,625 16,008 90,545,290
Fi liabilities not i at fair value
- Other liabilities (Excluding Liabilities against
assels subject to finance lease) * « - B - - 3133 478 3133478
3,133 478 3,133,478
109,629,947 7,374 1,083,719 124,610 3,580,296 (3,133,478) 111,472,488 36,062,657 54,466,625 16,008 90,545,250

.
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On balance sheet financial instruments

Financinl assats measured at fair valus
- Investmeants
Govemment Securities (Tbills + PIBs + Sukuks)
Sukuk Bonds (Other than govemment)
Listed equity securities
Unlisted equity securities
Units of mutual funds
Debt securities (Listed TFCs)

Fi lal assets not 1 at fair value

- Govemment Securities (Thills + PIBs + Sukuks)
- Balances with banks *

- Certificate of Investment

- Advances

- Other assets (Excluding markup accrued)”

Financial liabilities not measured at fair value
- Other liabilities (Excluding Liabilities against
assels subject to finance lease) *

31 December 2017 (Restated)

Fair value
Fair Value through profit  Available for Sale HTM Loans and Other financial  Other financial Tolal Level 1 Level 2 Level 3 Total
e Receivables Assels liabiftles
{Rupees in '000)
53371573 53,371,573 53371573 53,371,573
136,381 - 136,381 136,381 138,381
27,740,892 B4 364 27,825,356 27,825,356 - 27,825,356
11,008 11,008 - 11,008 11,008
137,048 137,046 137,046 137,046
745,754 745,754 745,754 745,754
- 3,083,004 3,083,004 3,097 470 3,007.470
18,489 441 18,489,441 - -
210,000 = = 210,000
- 94, 638 1,142,548 1,237,186
- - - - 2,089,592 2,089,592 - - - -
100,842,185 84,384 3,083,004 84,638 3,232,140 107,336,341 28571110 56,742,470 11,008 85,324,588
2,722,126 2,722,128
2,722,126 2722126
100,842,195 B4 364 3,083,004 84,638 3,232,140 (2.722,126) 104,614,215 28,571,110 56,742,470 11,008 85,324,588

41141 The Company has not disclosed the fair values for these financial assets and liabilities, as these are for short term or reprice over short term. Therefore their carrying amounts are reasonable approximation of fair value.

Ngtr—
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421

WINDOW TAKAFUL OPERATIONS

The Statement of financial position of Window Takaful Operations as at 31 December 2018 and its financial performance for the year

ended 31 December 2018 are as follows:

Balance Sheet

Statutory Funds Aggreg
Family Takaful M0 b 31 Decemb
Investment  Family Takaful 2018 2017
Shareholders' Linked Protection
Fund Business Business
(Rupees in '000)
Share capital and reserves
Operator's Fund 50,000 - - 50,000 50,000
Accumulated surplus 21,557 - - 21,557 3,995
Met shareholders' equity 71,557 - - 71,557 53,995
Balance of statutory fund
[including policyholders' liabilities
Rs. 3,496.08 million (2017: Rs. 2,244.71 million)
Participant Investment Fund 38,974 3,392,638 - 3,431,612 2,219,882
Participant Takaful Fund - Wagqf . 133,162 102,320 235,482 147,473
Cede Money - Wagf - 2,000 - 2,000 2,000
Shareholder's Fund unit helding in PIF - 22,201 - 22,201 16,182
38,974 3,550,001 102,320 3,691,295 2,385,537
Creditors and accruals
Outstanding Claims - 42,420 26,843 69,263 27,247
Contribution received in advance - 84,788 9,316 94,104 30,518
Amounts due to retakaful - 18,293 48,008 66,301 28,012
Amounts due to agents - 134,719 12,851 147,570 87,404
Accrued expenses 76,692 - - 76,692 16,837
Other creditors and accruals 181,282 328,571 470,470 980,323 514,564
Capital contribution - - - - 18,309
Interfund payable 183,074 15,843 - 198,917 149,703
Total liabilities 441,048 624,634 567,488 1,633,170 872,582
Total equity and liabilities 551,579 4,174,635 669,808 5,296,022 3,312,124
Cash and bank deposits
Policy stamps in hand 91 - - 91 58
Current and other accounts 68,677 854,077 34,343 957,007 511,060
Deposits maturing within 12 months 103,000 1,271,000 - 1,374,000 1,489,000
171,768 2,125,077 34,343 2,331,188 2,000,118
Investments
Govemment securities 45,023 211,621 70,333 326,977 158,050
Other Fixed Income - 480,000 - 480,000 25,000
Listed Equities & Mutual Funds - 1,148,408 - 1,148,408 508,542
45,023 1,840,029 70,333 1,955,385 691,592
Current assets - others
Prepayments 8,019 - - 8,019 1,909
Contributions due but unpaid - - 13,318 13,318 4,091
Sundry receivables 287,491 180,380 350,486 818,357 433,817
Investment income accrued 1,865 29,148 2411 33,425 14,306
Shareholder's Fund unit holding in PIF 22,201 - - 22,201 16,182
Capital contribution 12,809 - - 12,809 -
Income Tax Assets 933 - - 933 -
Advances and deposits 1,470 - - 1,470 406
Interfund Receivable - - 198,917 198,917 149,703
334,788 209,529 565,132 1,109,449 620,414
Total assets 551.579 4,174,635 669,808 5,196,022 3,312,124

\GaL-
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42,2

42.21

4222

Revenue Account

Participants' Investment Fund (PIF)

Income

Allocated contribution

Policy transfer to other statutory fund
Bonus units transfer o Statutory Fund
Net investment incoma / (loss)

Total net income

Less: Claims and Expenditure
Investment management charges
Bid offer spread

Policy admin fee
Wakalat-ul-Istismar

Surrender

Excess of income over claims
and expenditure

Add : Technical reserves at the beginning
of the year

Less : Technical reserves at the end
of the year

Surplus / (Deficit)

Movement in technical reserves

Balance of PIF at the beginning of the year
Balance of PIF at the end of the year

Participants’ Takaful Fund (PTF)

Income

Contribution net of retakaful recoveries
Met investment income

Total net income

Less: Claims and Expenditure
Claims net of retakaful recoveries
Wakala fes

Excess of income over claims
and expenditure

Add : Technical reserves at the beginning
of the year

Less : Technical reserves at the end
of the year

Surplus / (Deficit) before distribution
Distribution of surplus

Surplus / (Deficit) after distribution
Movement in technical reserves

Balance of PTF at the beginning of the year
Qard-e-Hasna
Balance of PTF at the end of the year

.

Statutory Funds Aggregate
Family Takaful Family Takaful 31 Decambar
Investment Linked Protection
Business Busi 2018 2017
(Rug in '000)
1,636,490 - 1,636,490 1,491,774
7,126 - 7126 7,543
26,718 - 26,718 -
126,548 - 126,548 (108,765)
1,796,882 - 1,796,882 1,392,552
40,166 - 40,166 24,996
77,981 - 77,991 72,988
49,991 - 48,991 25,575
168,148 - 168,148 123,559
421,919 - 421,919 370,277
580,067 - 590,087 493,836
1,206,815 - 1,206,815 888,718
2,185,823 - 2,185,823 1,287,106
3,392,638 - 3,392,638 2,185,822
(1,206,815) = (1,208,815) (898,716)
1,206,815 - 1,206,815 888,717
2,185,823 - 2,185,823 1,287,106
(a) 3,392,638 - 3,392,638 2,185,823
Statutory Funds Aggregat
Family Takaful Family Takaful
Investment Linked Protection 31 Decantiar
Business Business 2018 2017
(Restated)
(Rupees in '000)
142,017 186,791 328,808 217,672 I
8,520 3,689 12,208 3,853
150,537 190,480 341,017 221,525
19,389 69,984 89,373 ] 62,768 I
49,197 87,721 136,918 102,834
68,586 157,705 226,291 165,602
81,851 32,775 114,726 55,923
26,219 32,667 58,886 28,574
45,103 58,336 103,439 58,885
(18,884) (25,669) (44,553) (30,311)
63,087 7.108 70,173 25612
(26.718) - (26,718) -
36,349 7,108 43,455 25612
18,884 25,660 44,553 30,311
77,928 69,546 147,474 51,767
- = - 39,783
(b) 133,161 102,321 235,482 147,473
=
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42.2.3 Shareholders' Sub-Fund

42.3

42.3.2

Income

Un-aliocated coniribution
Net investment income
Wakalat-ul-Istismar - PIF
Wakala Fee - PFTF

Total net income

Less: Expenditure
Acquisition costs
Administration expenses

Excess / (Shortfall) of income over expenditure

Add : Technical reserves at the beginning of ine year
Less : Technical reserves at the end of the year

Surplus / (Deficit) transferred to shareholders' fund
Movement in technical reserves
Transfer to Shareholder's Fund

Capital Contribution

Qard-e-Hasna
Retained eamnings on other than participating business
Balance of shareholders' sub fund at the end of the year

Balance of statutory funds at the end of the year

Statement of contribution

Gross contribution

Regular contribution individual policies
First Year

Second Year

Subsequent year renewal

Single contribution individual policies
Group policies with cash values

Group policies without cash values

Total gross contribution

Dartinimants! lnuastmamt Coed
BIUCIpainLS IVESUTISIiL 1 Ui

Allocated regular contribution
Allocated single contribution
Total allocated contribution

Participants' Takaful Fund
Allocated gross contribution

Less: Retakaful contribution ceded
On individual life first year business
On individual life second year business
On individual life subsequent year business
Commission from reinsurers
On group policies
Total retakaful contribution ceded

Net Risk Contribution of PTF

Shareholders’ Sub-Fund
Unallocated regular contribution

ow

Statutory Funds Aggregate
Family Takaful __ Family Takaful
InvestmentLinked  Protection Sy Dacainber
Business Business 2018 2017
(Rupees in '000)
1,108,122 = 1,109,122 540,307
15,252 : 15,252 5923
168,148 - 168,148 123,558
49,197 87.721 136,918 102,834
1,341,719 87,721 1,428,440 872,712
1,161,495 53,036 1,214,531 758,368
192,634 8,614 201,248 156,866
1,354,129 61,850 1,415,779 915,235
(12,410) 26,071 13,661 (42,523)
| i NS
(12.410) 26,071 13,661 (42,523)
- (21,657) (21,587) (3,995)
12,809 : 12,809 90,116
: 5 = (39,783)
33,528 533 34,061 30,244
) 33,927 5,047 38,974 34,059
(a+brc) 3,559,726 107,368 3,667,094 2,367,355
Statumg Fund M.tﬂ
Family Takaful Family Takaful
Investment Linked  Protecti 31 Decombier
Busl Business 2018 2017
(Restated)
(Rug in '000)
1,427,561 . 1,427,561 830,949
693,899 . 693,899 399,091
482,014 s 482,014 116,072
329,572 4 329,572 693,062
1,494 i 1,494 1,832
- 223,822 223,822 165,205
2,934,540 223,822 3,158,362 2.408,217
1,314,044 : 1,314,044 606,254
320572 ; 320,572 893,083
1,643,616 5 1,643,616 7499317
181,802 223822 405,624 266,497
73518 = 18,347
13,170 d 11,433
12,830 - 3.691
(9,733) . (7.752)
o 37,031 23.106
39,785 37,091 48,825
142,017 186,791 217,672
1,109,122 : 1,108,122 640,397
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42.4

42.5

Statement of Claims

Claims under Individual Family Takaful
Claims under Group Family Takaful
Total Gross Claims

Gross Claims allocated as follows:

Participant's Investment Fund (PiF)
Surrenders / Partial withdrawals under Individual Policies

Participant's Takaful Fund (PTF)

Under Individual policies by death

Under group policies by death

Under group policies by event other than death
Total gross claims under PTF

Less: Re-Takaful recoveries under PTF
On Individual poiicies
Profit commission
On group policies

Net Claims under PTF
Total Net Claims
Statement of Expenses

Acquisition costs

Shareholders' Sub-Fund

Remuneration to insurance intermediaries
on individual policies:
- commission on first year contribution
_ feilon on S
- commission on single contribution
- override commission

- other benefils to

F toi
on group policies:
- commission
- other benefils to | T s

Branch overheads
Other acquisition costs
- policy stamps
- Medical fees
Total acquisition cost

g and A I
Salaries and other benefits
Travelling expensas
Advertisemenis and publicity
Prinling and stationery
Depreciation

Amortization

Rent, rates and taxes

Legal and professional charges
Electricity, gas and waler
Entertainment

Vehicle running Expenses

Office repairs and maintenance
Appointed Actuary's fees

Bank charges

Postage, telegrams and telephone
Fees and subscription

Annual supervision fee SECP
Miscallaneous

Gross Management Expenses

Fees charged to Policyholders
Net Management Expenses

o
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Statutory Fund Aggregate
Family Takatul Family Takaful
Investment Linked  Protect] 37 Decemoar:
Business B 2018 2017
(Restated)
{Rupees in '000)
43,270 - 43,270 29,959
220 84,088 84,309 60,822
ﬂ& u‘m 11?‘$?i 80,781
421‘919 - 421,919 370,277
43,270 - 43,270 20,050
220 78,865 80,185 58,440
- 4,124 4,124 | 2,382
43,490 84,089 127,679 80,781
24101 - 24,101 17,646
- - - 9,783
= 14,105 14,105 584
24,101 14,105 38,208 28,013
18,389 69,084 89,373 62,768
441,308 ss‘m 511,282 433‘045
Statutory Fund Aggrogate
Family Takaful Family Takaful
investment Linked  Protect] 31 December
Busi Business 2018 2017
(Restated)
(Rupees in '000)
610,556 - 619,556 | 360,735.00 |
80,029 - 90,020 30,138.00
8,512 - 8,512 30,448.00
91,720 - 91,720 59,844.00
271,822 - 271,822 157,153.00
1.081.639 - 1,081,639 656,118
215 52,077 52,202 32,141.00
- 587 587 414.00
215 52,664 52,879 32,555
58,777 - 59,777 49,144
18,586 151 19,147 12,788
868 22 1,089 415
1,161,485 53,036 1,214,511 751,031
85,639 3101 " 88,740 71,301
12,252 70 12,322 10,263
11,284 767 12,051 1,018
6,459 89 6,558 8,532
14,822 e 15,138 14,513
1,851 - 1,851 1,524
2,187 7 2,194 2,309
4,227 3,528 7,755 12,374
3,464 128 3,593 3,685
3,718 o4 3,872 3,173
855 15 a7o 1,458
8,085 10 8,085 6,472
1,477 - 1,477 1,400
2,240 ] 2,246 1,741
10,823 27 10,050 8,038
3215 a7 3,252 2,551
4,626 353 4979 3,618
15,250 55 15,305 12,082
1,354,129 61,650 1,415,779 915,202
- - - (59)
1,354,120 61,850 1,41 &IT?G 915,233




426  Statement of Investment Income Statutory Fund Aggregate
Family Takaful Family Takaful

Investment Protection 31 December
Linked Business 2018 2017
Business (Restated)

(Rupees in '000)

42.6.1 Participants’ Investment Fund (PIF)

Return on government securities / Sukuk 27,885 - 27,885 8,838
Other fixed income securities > 90,969 - 90,969 46,018
Dividend income 26,915 - 26,915 18,590
Amortization of (premium) / discount (342) - (342) -
Loss on sale of investment (101,920) - (101,920) (14,472)
Unrealized gain / (loss) on investment 83,041 - 83,041 (165,738)
Net investment income of PIF (a) 126,548 - 126,548 (108,765)

42.6.2 Participants' Takaful Fund (PTF)

Return on government securities / Sukuk 1,586 3,689 5,275 97
Other fixed income securities 4,615 - 4615 2,090
Listed equities securities and mutual fund units - - - -

Profit on bank deposits 2,318 - 2,319 1,666
Net investment income of PTF (b) 8,520 3,689 12,209 3,853

42.6.3 Shareholders' Sub-Fund

Return on government securities / Sukuk 184 B 184 87
Other fixed income securities 600 - 600 455
Dividend income 177 B 177 184
Amortization of (premium) / discount (2) = 2 =
loss on sale of investment (672) - (672) (143)
Unrealized gain / (loss) on investment 547 - 547 (1.637)
Profit on bank deposits . 14,418 - 14,418 6,977
Net investment income of shareholders' sub-fund (c) 15,252 - 15,252 5,923
Net Investment Income (a+b+c) 150,320 3,689 154,009 (96,989)

/wi(
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Statement Of Solvency

Assets
Property and equipment
Intangible assets
Investments
Equity securities
Government securities
Debt securities
Term deposits
| & rei /)
Other loans and receivables
Taxation - payments less provision
Prepayments
Cash & Bank
Total Asssts (A)

In- admissible assets as per following clause of
32 (2) of I Ordi 2000

32(2) (c)
32 (2) (v)
32(2) (i)
32(2) (b)
32 (2) (d)
32 (2) ()
34 (2) ()

Total of in-admissible assets (B)
Total Admissible Assets (C=A-B)
Total Liabilities

Insurance Liabilities net of reinsurance recoveries
Retirement benefit obligations

Deferred taxation

Premium / contribution received in advance
Insurance & reinsurance / retakaful payables
Other creditors and accruals

Taxation - provision less payment

Total Liabllities (D)

Total Net Admissible Assets (E=C-D)

Mini Solvency Req
Shareholder's Fund
Policyholders Liability
Solvency Margin

Excess / (Deficit) in Net Admissible Assets
Over Minimum Requirements

Gt

Shareholders Siatulen puns Aggregate
Fund I t t P Accident & I | Family || Group Family 31 December
LLinked B B Health Business Takaful Takaful 2018
(Rupees in '000)

1,114,160 1,317 466 - - - - 2,431,626
27,038 - - - - - 27,038
211,887 32,273,865 80,451 5,079 1,148,408 - 33,719,800
2,196,429 498,012,707 1,415,946 15,331 5478 234 132 92,844 52,972,867
10,000 3,568,872 20,000 - - 480,000 - 4,078,872

- 13,550,000 125,100 - - 1,322,500 51,500 15,049,100

- - - 156,282 - - - 13,318 169,600
614,274 3,032,850 60,329 18 38 63,076 4,078 3,774,664
336,793 - - - - 467 487 kY g

- 71,523 1,630 3 T 8,019 - 81,182

17,420 3,012,395 782,952 5,286 1,120 888,508 68,682 4,786,361
4,628,111 ._Euw_wqu u_mm»_ms 25,718 6,643 4,145,108 230,889 a._quanuhu..-
(432,414) - - - - - - (432,414)
(1,114,160) - - - - - - (1.114,160)
(27.038) - - - - - - (27,038)
(122,836) - = - - ¢ - (122,836)
(16,179)) - - - - - 2 (16,179)
- - (54,679) - - - (5,047} (59,726)
(4.428) (9,850) (3.697) () (3) = & (17,979)
(1,717,055) (9.850) (58,376) (1) (3) - (5,047) (1,790,332)
2,811,056 105,829,828 2,594 314 25,717 6,840 4,145,108 225842 115,638,505
185,678 - - - - - - 185,878

- 580,432 39,882 - - 84,788 9,318 714 418

- 67,147 59,770 - - 18,283 48,008 183,218

63,289 2,357,282 1,130,142 1,260 5,163 458,100 66,198 4,081,434
248,967 3,004,861 1,229.794 1,260 5,163 561,181 123,522 5,174,748
2,662,089 102,824,967 1,364,620 24,457 1,477 3,683,927 102,320 110,463,767
165,000 - - - - - - 165,000

- 101,266,863 895,301 24,065 1.231 3,437,741 58,336 105,683,537

- 1,558,104 469,219 392 246 51121 39,478 2,118,560
2,397,089 - - - - 85,066 4,606 2,496,660

= AALN
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45

31 December 3t December

2018 2017
Wumber of Employees
NUMBER GFf EMPLOYEES
Numper of amployees as at 31 December 2,229 1,709
1,969 1,628

Average numbar of employees as at 3t Decembes

GENERAL

45,1 The effacts of ehanges stated in nole § have been accounted for retrospectivaly in accordance with 1AS-0 "Accounting Policies, Changes in

Accounting Estimates and Errors’, resuiing in restatement of financial statements of prior periods. Resultantly, ihe cumuiative effect of
adjustments that arose as at 01 January 2018 and 01 January 2017 have been presented and disclosed as part of the statement of changes
in equity, while the comespanding pericd adjustment through other comprehensive ingome and profit or loss is restatcd and discloged as part
of the Stalement of Comprehensive Income and Profit and Loss Account respectively. The Statemnent of Financiai Position also presents the
grios year numbers as restated, due 10 the 53id change.

£6.2 Figures have been rounded off te the nearest thousand of rupees, unigss otherwise stated.

45.3 Certain prior year's figures have been rearranged and reclassified, wheraver ncessary, to facililale compaisons.

454 The Board of Ditectors has proposed a cash dividend ol Rs.” / o1§; share (2017:Rs.11.25/ per share) amounting to Rs. f,fﬂ Ernillion

-4 : il r -
/t_,(,r :,-_4, 4T l‘f‘&‘\ — e e
(ﬂma‘é:wnﬁﬁr & Chiof Financial
- Chief Exocutive Officer

{2017 Rs.1 ,13‘? million), ai its meeting held on Qg"’ ﬂﬂ(.r- 2019 for the approval of the members at the Annual General Meeting lo be
heid on Qﬁ’r &T{ l ; Tct;‘asa financial stalements do not reflect ihis appropriation as explained in note 3.1.18.
Pl

DATE OF AUTHORIZATION FOR I1SSUE

297l im Gy

These financial stalements wese authorized for issue by the Board of Diractars of Ihe Comparty in their meeting hei on

\ep

-

5
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