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ALFALAH INSURANCE COMPANY LIMITED

VISION

To be a leading insurer by providing most comprehensive yet flexible cost
effective risk management solutions to our clients backed with friendly and
efficient claims service and enhance the Alfalah brand value for the benefit of
all stakeholders.

MISSION

We undertake to provide world class service with unmatched security to our
clients and help in increasing awareness about insurance in the country as
well as enhancing public confidence in the insurance industry in Pakistan. We
will infroduce new modern insurance products comparable with international
standards and will emerge as an innovative insurer providing complete risk
management solutions to the insuring public in Pakistan.
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Alfalah
Insurance

HONESTY

INTEGRITY

Leaders must exemplify integrity and earn the trust of their teams through their everyday
actions. When you do this, you set high standards for everyone at your company. And when

you do so with positive energy and enthusiasm for shared goals and purpose, you can deeply
connect with your team and customers. (MarillynHewson)



ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

The directors of Alfalah Insurance Company Limited are pleased to submit 12th Annual Report of your company, together
with audited financial statements for the year ended December 31, 2017.

Insurance Sector Review and Future Outlook

The non-life insurance market of Pakistan has underwritten a total of PKR 55.90Bn worth of premiums as at 30th
September 2017. A growth of approximately 6.71% has been ohserved from the premium of last corresponding period
when the underwritten premium was PKR 52 38Bn. The growth has primarily come from new power projects which include
thermal and wind power projects. This growth was on little lower side because of shifting of some business to Window
Tahaful Operations. During the year, the stock exchange witnessed downward trend of -15% in comparison to robust
growth of 4#6% of last year largely caused by rising heat at political front. This together with the one basket approach of
taxing all income avenues by 30% has seriously impacted the bottom line of insurance companies.

The growth of insurance industry is directly linked with the growth of economy. As country braces itself for general
elections in 2018, important economic and political developments are going to drive the performance. We believe that the
smooth transition of power, will not only strengthen the democracy in Pakistan but will also play a vital role in economic
development of the country. The achievernent of certain milestones during the year including the launch of multibillion
dollar CPEC project, recognition of huge potential for personal lines/micro insurance both by the insurance companies and
the regulator shall bode well for the insurance industry of Pakistan. The Securities and Exchange Commission of Pakistan
(SECP) has further strengthened the regulatory framework by introducing Insurance rules, 2017 with the objective of
providing enabling environment for market development and adopting international best practices.

ALFALAH INSURANCE PERFORMANCE

Year 2017 was a good year for your Company in terms of topline growth. Company registered growth of 8% in its premium
written. Non-group business of the Company increased by 22% registering group vs non-group ratio at 22:78 (LY: 30:70).
Net premium revenue of the Company was higher by 14% which coupled with improved loss ratio (from 54% of last year to
45%), controlled expenses (grew by 3% only mainly due to higher allocation to WTO owing to higher business
underwritten) and better performance of Window Takaful Operations over last period, pushed the Company into greener
zone. Although Net Commission was increased because new business was acquired at high acquisition cost and that
Company lost commission income due to non-renewal of certain group accounts, underwriting profits of the Company was
higher by 17%.

In?regtr:?ent income of the Company was decreased by 34% i_e. Re40m. It was mainly due to downward movemnent of KSE-
100 index by 15% caused by rising heat at political front coupled with deteriorating macro-economic indicators. However,
it was worth noting that Company’s equity investment portfolio generated return of -3% in comparison to -15% of KSE-
100 Index.

It was due to the diversified approach adopted by our investment managers. The Company doesn't have any unrealized
losses onits AFS portfolio as on the closing date.

SEGMENT WISE PROFITABILITY AT GLANCE

Het MHet Claim Net Segment Segment Variance O
Premium Commission Profitability Profitability
Revenue 2017 2016
Fire 37075 19.780 26958 &2 253 80,159 (37.506) =&47%
Marine 21,283 3207 8572 26,648 22,776 3872 17%
Motor 386,625 179,918 (29,062) 175,865 194 768 (18,803) 10%
Misc. 157,345 18.950 36,4461 173,840 98,785 75,095 T6%
Health L4 B0 247775 {129 270) 65 645 60,049 5,596 90
Total 1,043,227 2
JO43, 470,530 24,958 £B4.251 456,537 27,74 B.1%




ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

Fire Segment contribution was decreased by Rs37m mainly due to loss of business of M/'s Warid Telecom impacting both
net premium revenue and net commission income of the Company. Further, increase in loss ratio from 14% to 53% due to a
one-off fire claim of Rs100m having a net impact of Rs10m, also impacted the segment profitability.

Marine Segment contribution was higher by 17% due to topline growth of 20% coupled with improved loss ratio from
21% to 15%.

Motor Segment contribution was decreased by 10%. Met premium revenue of the Company remained flat during the
period despite growth of topline by 18%. It was because the net premium revenue of the last year includes Rs30m relating
to car ljarah business which was shifted to window takaful operation this year. Further, increase in loss ratio from 42% to
7% mainly due to thin underwriting rates also impacted the segment profitability.

Health Segment contribution was increased by 9%. Despite the fact that additional premium of Rs111m was generated
on account of personal lines, its impact was diluted due to non-renewal/transfer of certain health accounts to Takaful
operations. Although, commission expense was increased drastically due to high acquisition structure of personal lines,
however, its low loss ratio diluted the overall loss ratio of health class, hence contributing Rs6m to the segment
profitability despite loss/shift of business.

Miscellaneous Segment Class registered highest segment profitability of Rs75m i.e. an increase of 76% owing to
crop/livestock insurance. Net premium revenue was increased by Rs114m, out of which around Rs95m was contributed by
crop/livestock business being on net retention. Commission income was decreased due to acquisition cost of
crop/livestock coupled with rate revisions certain accounts. Loss ratio was improved from 36% to 13% owing to low loss
ratio registered in crop/livestock insurance.

Reinsurance is indeed an important segment of any insurance company. Your company has been backed by leading
reinsurers and we have developed and enhanced these relationships to the mutual advantage of the reinsurers and the
company. Your company followed a policy of optimizing retention of risk through a carefully designed program of
insurance risk management Your company has also increased capacities for traditional reinsurance arrangements as well
as obtained capacity for specialized line.

Window Takaful Operations (WT0O) was able to underwrite contribution of Rs175m i.e. 79% higher than last year. This
increase in premium written coupled with crystallization of uneamed premium of last year resulted into 268% growth in
net premium revenue which in turn helped the Participant Takaful Fund to achieve the breakeven by clocking in surplus of
795k in comparison to deficit of Rs13.707m of last year. This robust growth in net premium revenue also impacted the
wakala fee income and commission expense of the Shareholder’'s Fund. The Commission expense was increased by
almost the same percentage, however, the impact on wakala fee was reduced due to downward revision of wakala fee
from 35% to 30% during the year with the approval of Shariah Advisor. The management and admin expenses of SHF were
increased by 104% due to higher allocation of expenses to Window Tahaful Operations because its share in the total
business was increased from 4.8% to 7.8%. Investment income of the SHF was decreased mainly due to provision of Qard-
e-hasna of Rs25m to PTF to meet its solvency requirements. However, the SHF showed a surplus of Rs8.4m during the

year

EARNING PER SHARE

During the year after tax eamings per share was Rs_2.46 (2016: Rs.2.58). Detailed working has been reported in Note 30 to
the financial statements.

AUDITORS

The present auditors M/s KPMG Taseer Hadi ® Company, Chartered Accountants, after completion of first year of audit,
being eligible for re-appointment, have shown their willingness to act as external auditors of the Company for the year
ending December 31, 2018. The Audit Committee and Board of directors in their respective meetings have recommended
M/s KPMG Taseer Hadi ® Company, Chartered Accountants as external and Shariah Compliance Auditors of the Company
for the year ending December 31, 2018.

AEPORT 20 10



ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

BOARD OF DIRECTORS MEETINGS
During the year 2017, five (3) meetings of the Board were held, with attendance as follows;
Mame of Directors MNo. of Meetings Attended

- HH Sheikh Mahayan Mabarak Al Nahayan*
- HE5heikth Saif Bin Mohammad Bin Butti

- Mt KhalidMana Saeed Al Otaiba

- Mr Atif Aslam Bajwa™

- Mr Adeel Bajwa

- Mr.Mauman Ansari

- Mr.MNasar us Samad Qureshi

- Mr Suhail Yagoob Khan

Ll

B N o= oW

*The Board appointed His Highness Sheilkh Mahayan Mabarak Al Nahayan, as Director of the Company, in place and for
the remainder of the term of the outgoing Director, His Highness Sheikh Hamdan Bin Mubarak Al Nahayan.

The Board of Directors also elected His Highness Sheikh Nahayan Mabarak Al Nahayan as the new Chairman of the Board
of Directors of the Company in place of His Highness Sheikh Hamdan Bin Mubarak Al Nahayan.

**Mr. Atif Aslam Bajwa resigned during the year from the office of Director and Mr. Nauman Ansari was appointed as the
Director in his place and for the remainder of the term with prior approval of Securities and Exchange Commission of
Pakistan.

Leave of absence was granted to those Directors who could not attend the Board Meetings.

INSURERS FINANCIAL RATING STRENGTH

PACRA, during its recent review conducted on 29th September 2017, has maintained the IFS rating of your Company at
*AA-" (Double A minus) with stable outlook. This rating denotes Very strong capacity to meet policyholder and contract
obligations. Risk factors are modest, and the impact of any adverse business and economic factors is expected to be very
small.

AUDIT COMMITTEE

As required under the Code of Corporate Governance, the Board of Directors has established an Audit Committee
comprising of the following non-executive directors:

- Mr. Adeel Bajwa — Chairman
- Mr. Noman Ansari —Member*
- Mr. Suhail Yagoob Khan - Member
*During the year Mr. Nauman Ansari was admitted as member in place of Mr. Atif Aslam Bajwa.

RELATED PARTY TRANSACTIONS

At each Board meeting the Board of Directors approved company’s transactions made with Associated Companies /
Related parties. All the transactions executed with related parties were on commercial terms and conditions.




ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

STATEMENT OF ETHICS AND BUSINESS PRACTICES/CODE OF CONDUCT

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

COMPLIANCE WITH CODE OF CORPORATE GOVERNANCE

The provisions of the Code of Corporate Governance for insurance companies have been complied with during the year
under review which was as follows:

= The financial statements, together with the notes thereon have been drawn up in conformity with the Insurance
Ordinance 2000 and rules thereunder and Companies Ordinance 1984.

= These statements present fairly the company’s state of affairs, results of its operations, cash flow and changesin
equity.

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

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

= The International Accounting Standards, International Financial Reporting Standards or any other regulation or
law as applicable in Pakistan have been followed in preparation of financial statements and any departure there
from has been adequately disclosed.

« The systemof internal control is sound in design and has been continuously monitored by the internal audits. This
is a continuous process and any weakness will be removed and its effective implementation shall be ensured.

= Thereis no significant doubt upon the company’s ability to continue as a going concem.

= There has beenno material departure from the best practices of corporate governance.

« Key operating and financial datais separately annexed with the report.

+ Dutstanding taxes and duties are given in the financial statements.

+ The value of investments of provident and gratuity fund on the basis of audited accounts as on December 31, 2017

is as follows:
Rsin 000"
+  Provident Fund 80,965
+  Gratuity Fund 48,983

« The statement of pattemn of shareholding in the Company as on December 31, 2017 is separately annexed with the
report.

STATEMENT OF COMPLIANCE UNDER SECTION 46(6) OF THE INSURANCE ORDINANCE 2000

The directors of Alfalah Insurance Company Limited hereby certify that in their opinion:

a) the annual statutory accounts of the company annexed hereto have been drawn up in accordance with the
ordinance and any rules made thereunder;

b) the company has at all times in the period complied with the provisions of the ordinance and the rules made
thereunder relating to paid up capital, solvency and reinsurance arrangements; and

c} as at the date of the statement, the company continues to be in compliance with the provisions of the ordinance
and the rules made thereunder relating to paid up capital, solvency and reinsurance arrangements.




ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

FUTURE OUTLOOK

With increased paid up capital of Rs500m and rating of AA-, Alfalah Insurance is poised to increase its market share while
maintaining its prudent underwriting policy which has helped the company from inception despite serious jolts in our
initial years. We believe 2018 to be a very important year for the company as we have to consolidate our gains and emerge
as a very serious and capable market player. We are aware of the challenges we face but we have set ambitious goals for
ourselves and believe that the phenomenal strength of Abu Dhabi Group will help us in achieving our targets.

As a responsible corporate entity we will continue to conduct our business in a transparent way, working closely with the
regulators to ensure compliance. Our aim is to exceed expectation of our shareholders not only during the current year but

beyond too.

ACKNOWLEDGEMENT

We are grateful to our Chairman HH Sheikh Mahayan Mubarak Al Nahayan and our Board of directors for their wise
guidance and support to the Company during the year. We are equally thankful to our sponsor shareholders, our clients
and to our reinsurers for their collective contribution. We would also like to place on record our special thanks to the
Securities & Exchange Commission of Pakistan for rendering invaluable guidance during the period and to Pakistan
Reinsurance Company for their support.

We would also like to express our appreciation to our executives, officers and staff for their hard work, dedication and their
will to grow and make this company a leading insurer in Pakistan.

On behalf of the Board,

N Lawn

MNASAR US SAMAD QURESHI
Chief Executive Officer
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KEY FINANCIAL DATA
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ALFALAH INSURANCE COMPANY LIMITED

Pattern of Share Holding
As at December 31, 2017

MNo. of Shareholders Sharchelding -~ Wotal Shares
From lo Held
(1] 1 2,000 6,530
1 1.001 2,500,000 2,500,000
4 2,500,001 5,000,000 19,997 822
1 5,000,001 12,500,000 12,497 823
1 12500001 15,000,000 14,997 825
Total
| 13 | 50,000,000
Classification of Shares Categories
As at December 31, 2017
Categories of Members %r:r':::ll;igs Sr:l:’:'e:z:lrd Percentage
Individuals 3 22 495,645 45.00%
H.H. Sheikh Nahayan Mabarak Al Nahayan 12,497 823 25.00%
H.E. Sheikh Mohammed Bin Butti Hamid Al Hamid 4998 911 10.00%
H.E. Dr. Mana Saced Al Otaiba 4998 911 10.00%
Associated Companies 1 14,997 825 30.00%
M/s Bank Alfalah Limited
Directors and CEQ 7 2,506,530 5.00%
H.H. Sheikh Hamdan Bin Mubarak Bin Mohammed 9,500,000 5.00%
Al Nahayan
H.E Sheikh Saif Bin Mohammed Bin Butti 1085 0.002%
Mr. Khalid Mana Saced Al Otaiba 1,085 0.002%
Mr. Nauman Ansan 1.085 0.002%
Mr. Suhail Yagoob 1.085 0.002%
Mr. Adeel Khalid Bajwa 1.085 0.002%
Mr. Nasar Us Samad Qureshi 1,105 0.002%
Public sector companies and corporalions 2 10,000,000 20.00%
::ii J:ll:]l i:lh?ﬂpllﬂl LLC (Formerly M/s Al Batcen 5,000,000 10.00%
M/s Electromechanical Co. LLC 5,000,000 10.00%
Total 13 SA0,000, 100.00%:

ANNUAL REPORT 2017
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CREATIVITY

Creativity involves breaking out of established patterns in order to look at things in a
different way. (Edward de Bonao)
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Changes call for innovation, and innovation leads to progress. (Li Kegiang)
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For organizations seriously committed to making teamwork a cultural reality, I'm
convinced that 'the right people’ are the ones who have three virtues in common -
humility, hunger, and people smarts. (Patrick Lencioni)




ALFALAH INSURANCE COMPANY LIMITED

Code of Conduct and Professional Standards

1.  Theinterest of the policyholders is absolute. We shall provide the best possible services equivalent to international
standard to our clients and shall make arrangements to serve them without any cause of complaint relating to claim
settlement and otherwise. Our endeavor is to introduce new and innovative schemes of arrangements for the benefit
of clients so that they will be able to get better services at very economical premium.

2. As the reinsurers provide security to the Company and enable us in meeting with the requirements of solvency
margin, therefore, it shall be our utmost task to ensure that the reinsurers make profit on our business ceded to them
to strengthen our business relation. We shall also endeavor to meet with the projected premium and arrange future
reinsurance arrangements on more favorable terms, limits and commission.

3.  Itis the basic principle of Alfalah Insurance Company Limited to obey the law of the land and comply with its legal
system. Accordingly, every employee of the company shall obey the law. Any employee guilty of violation will be
liable to disciplinary consequences because of the violation of his/her duties.

4. Board members and staff of Alfalah Insurance Company Limited shall act with honesty and openness as
representatives of the organization and in their interactions with one another. Alfalah Insurance Company Limited

promotes a working environment that values respect, candor, and faimess.

5. Employees must avoid conflicts of interest between their private financial activities and conduct of company
business.

6. All business transactions on behalf of Alfalah Insurance Company Limited must be reflected accordingly in the
financial statements of the company.

7.  The image and reputation of Alfalah Insurance Company Limited is determined by the way each and every one of us
acts and conducts himselffherself at all times.

8. Weare an equal opportunity employer. Our employees are entitled to a safe and healthy worliplace.

5.  Ewvery manager and supervisor shall be responsible to see that there is no violation of laws within his/her area of
responsibility which proper supervision could have prevented. The manager and supervisor shall still be responsible
if he/she delegated particular tashs.
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TRUST

Trust is the glue of life. It's the most essential ingredient in effective communication. It's
the foundational principle that holds all relationships. (Stephen Covey)




ALFALAH INSURANCE COMPANY LIMITED

Statement of Compliance with the Code

of Corporate Governance
For The Year Ended December 31, 2017

This statement is being presented to comply with the Code of corporate govermnance for Insurance Companies for the purpose
of establishing a framework of good governance, whereby an Insurance company is managed in compliance with the best
practices of corporate governance.

The Company has applied the principles containedin the Code in the following manner:

The company encourages representation of independent non-executive directors on its Board of Directors. Followings
are the names of the Directors as at 31st December 2017.

Category MName

Non-Executive Directors HH Sheikh Mahayan Mabarak Al Mahayan®
Non-Executive Directors | HE Sheikh Saif Bin Mohammed Bin Butti Al Hamid
Non-Executive Directors | Mr: Khalid Mana Saeed Al Otaiba

Non-Executive Directors | Mr. Adeel Khalid Bajwa

Non-Executive Directors Mr. Mauman Ansari

Non-Executive Directors | Mr. Suhail Yagoob Khan

Executive Directors/Chief | Mr. Nasar Us Samad Qureshi

Executive Officer

The Company shall consider the effective representation of independent director at the time of its next election of
directors.

The directors have confirmed that none of them is serving as a director in more than seven listed companies, including
this insurer.

All the resident directors of the Company have declared that they are registered as taxpayers and none of them has
defaulted in payment of any loan to a banking company. A DFl or an NBF or, being a member of stock exchange, has
been declared as a defaulter by a Stock exchange.

Casual vacancies occurring on the Board on 15th January 2017 and 14th July 2017 due to the resignation of HH Sheilh
Hamdan Bin Mubarak Bin Mohammed Al Nahayan and Mr. Atif Bajwa were filled up by HH Sheikh Nahayan Mabarak Al
Mahayan and Mr. Mauman Ansari within 90 days thereof.

The Company has prepared a 'Statement of Ethics and Business Practices/Code of Conduct, which has been
disseminated among all the directors and employees of the Company.

The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the
Company. A complete record of particulars of significant policies along with the dates on which they were approved or
amended has been maintained.

All the 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 the CED and other executive directors
and the key officers, if any, have been taken by the Board.

The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected by the Board for
this purpose and the Board met at least oncein every guarter. 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 intemal control, which is effectively implemented at all levels within the
company. The Company has adopted and complied with all the necessary aspects of internal control given in the code.




ALFALAH INSURANCE COMPANY LIMITED

Statement of Compliance with the Code

of Corporate Governance
For The Year Ended December 31, 2017

10. The Board arranged Orientation course for its directors during the year to apprise them of their duties and
responsibilities.

11.  There wasno new appointment of CFO, Company Secretary or Head of Intemal Auditor during the year.

12. The directors’ report for this year has been prepared in compliance with the requirements of the Code of Corporate
Governance and fully describes the salient matters reguired to be disclosed.

13. Thefinancial statements of the Company were duly endorsed by CED and CFO before approval of the Board.

14.  The directors, CEQ and other executives do not hold any interest in the shares of the Company other than that disclosed
in the pattern of shareholding.

15. The Company has complied with all the applicable corporate and financial reporting requirements of the Code of
Corporate Govemnance for 2016.

16. TheBoardhas formed the following Management Committees:

Underwriting Committee:

Name Category

Mr. Masarus Samad Qureshi Chairman

Mr. Abdul Haye Member

Capt. Azhar Ehtesham Ahmed Member

Mr. Rashid Awan Mermber & Secretary
Claim Settlement Committee:

Mame Category

Mr. Masar us Samad Qureshi Member

Mr. Adnan Waheed Member

Ch. Manzoor Hussain Member & Secretary

Reinsurance, Re-takaful and Coinsurance Committese:

Name Category

Mr. Nasar us Samad Qureshi Chairman

Mr. Abdul Haye Member

Capt. Azhar Ehtesham Ahmed Member

Mr. Shahzad Aamir Member

Mr. Shams ul Zuha Member & Secretary

Risk Management & Compliance Committee:

Name Category

M. Masar us Samad Qureshi Chairman

Mr. Adnan Waheed Member

Mr. Faisal Shahzad Member

Mr. Naveed Akbar Member & Secretary

i



ALFALAH INSURANCE COMPANY LIMITED

Statement of Compliance with the Code

of Corporate Governance
For The Year Ended December 31, 2017

17.

18

19

21.

The Board has formed the following Board Committees:

Ethics, Human Resource and Remuneration Committes:

MName Category
Mr. Adeel Bajwa Chairman
Mr. Nauman Ansari Member
Mr. SuhailYagoob Khan Member
Mr. Nasar us Samad Qureshi Member

Terms of Reference of Nomination Committee as defined in the Code of Corporate Govemance for Insurers 2016 were
discharged by the Ethics, Human Resource and Remuneration Committee.

Investment Committee:

Name Category
Mr. Adeel Bajwa Chairman
Mr. Nauman Ansari Member
Mr. SuhailYagoob Khan Member
Mr. Nasar us Samad Qureshi Member
Mr. Adnan Waheed Member

The Board has formed an audit committee comprising of three members, all of them are non-executive Directors
including the Chairman of the committee. The composition of the Audit Committee is as follows:

Name Category

Mr. Adeel Khalid Bajwa Member-Chairman
Mr. Nauman Ansari Member

Mr. SuhailYagoob Khan Member

The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results
of the Company and as per the requirement of the Code of Corporate Governance for Insurers, 2016. The meetings of
Board and Management Committees were also held once in every guarter except Ethics, Human Resource and
Rermuneration Committee which met twice a year. The terms of references of the Committees have been formed and
atvised to the Committees for compliance.

The Board has set-up an effective Intemnal Audit function which is consider suitably qualified and experienced for the
purpose and is conversant with the policies and procedures of the Company. The Company is involved in the intemal
audit function on a regular basis.

The Chief Executive Officer, Chief Financial Officer and the Head of Intemal Audit possess such gualification and
experience as is required under the Code of Corporate Govemnance for Insurers, 2016. Moreaver, the persons heading the
underwriting, claim, reinsurance departments possess gualification and experience of direct relevance to their
respective functions, as required under section 12 of the Insurance Ordinance, 2000.

MName of the Person Designation

Mr. Masar-us Samad Qureshi Chief Executive Officer
Mr. Adnan Waheed Chief Financial Officer
Mr. Faisal Shahzad Head of Intemal Audit
Mr. Naveed Akbar Compliance Officer
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Statement of Compliance with the Code
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Mr. Rashid Awan Head of Underwriting
Mr. Manzoor Hussain Head of Claims
Mr. Shamsul Zuha Acting Head of Reinsurance

Mr. Naveed Akbar was appointed as Compliance Officer during the year as required by Code of Corporate Governance for
Insurers, 2016.

22,  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. The statutory auditors 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 directors of the company, their spouses and minor children do not hold shares of the
company and that the company and all its directors are in compliance with the Intemational Federation of Accountants
(IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants of Pakistan.

23. The statutory auditors or the persons associated with them have not beenappointed to provide other services and the
auditors have confirmed that theyhave observed IFAC guidelines in this regard.

24, The Company has been drawn up investment policy in accordance with the provisions of the Code of Corporate
Govermnmance for Insurers, 2016.

25. The Board ensures that the risk management system of the insurer is in place relating to underwriting/insurance risk,
credit risk, and capital adequacy risk as per applicable requirement of the Code of Corporate Govemance for Insurers,
2016.

26. The Company has set up a risk management function, which carries out its tashs relating to underwriting/insurance
risk, credit risk, and capital adeguacy risk as covered under the Code of Corporate Governance for Insurers, 2016.

The Company has been rated by PACRA and the rating assigned by rating agency is AA- with stable outlook.

The Company has set up a grievance function, which fully complies with the requirements of the Code of Corporate
Governance for Insurers, 2016.

29. The Company has not obtained any exemption from the Securities and Exchange of Commission of Pakistan in respect
of the requirement of the Code of Corporate Governance for Insurers, 2016.

30. We confirm that all other material principles contained in the Code of Corporate Govermnance for 2016 as applicable up to
the reporting date have been complied by the Cormpany.

(e

NASAR US SAMAD QURESHI
Chief Executive Officer




Alfalah
Insurance

When we nurture integrity, creativity, innovation, teamwork and trust, we produce some
great achievements, human beings and organizations. (unknown)




ALFALAH INSURANCE COMPANY LIMITED

KPMG Taseer Hadi ® Co. Telephone + 92 (42) 3579 0901-6
Hm Chartered Accountants Fax +02 (42) 3579 0907
AT 1_1 = Znd Floor, Intemet  wwwkprg.com.ph

Servis House

2-Main Gulberg Jail Road,

Lahore Pakistan

Review Report to the Members on Statement
of Compliance with the Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of Corporate
Governance for Insurers, 2016 (the Code) as prepared by the Board of Directors of Alfalah Insurance Company Limited
("the Company”) for the year ended 31 December 2017 to comply with the Code issued by the Securities and Exchange
Commission of Pakistan applicable to non-listed insurance companies.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our responsibility is to
review, to the extent where such compliance can be objectively verified, whether the Statement of Compliance reflects the
status of the Company’s compliance with the provisions of the Code and report if it does not and to highlight any non-
compliance with the requirements of the Code. A review is limited primarily to inguiries of the Company's personnel and
review of various documents prepared by the Company to comply with the Code.

As a part of our audit of 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 suchintemal contrals, the Company's corporate governance procedures and risks.

The Code requires 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 of its related party transactions distinguishing between
transactions carried out on terms equivalent to those that prevail in arm's length transactions and transactions which are
not executed at arm's length price and recording proper justification for using such alternate pricing mechanism. We are
only required and have ensured compliance of this reguirement to the extent of the approval of the related party
transactions by the Board of Directors upon recormnmendation of the Audit Committee. We have not carried out any
procedures to determine whether the related party transactions were undertakien at arm's length price or not.

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 best practices contained in the
Code as applicable to the Company for the year ended 31 December 2017.

L Toea Vel (0.

Lahore KPMG Taseer Hadi & Co.
Chartered Accountants
Date: 25 February 2018 (Bilal Ali)

KPMEG Taseer Hadi 8 Co., a Partnership fim regestened in Palastan
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KPMG Taseer Hadi & Co. Telephone + 92 (42) 3579 0901-6
D) Chartered Accountants Fax +92 (42) 3579 0907
NS L 2nd Floor, intermet  www.kpmg.com.pk
Servis House
2-Main Gulberg Jail Road,
Lahare Pakistan

Auditors’ Report To The Members

We have audited the annexed statement of financial of Alfalah Insurance Company Limited ("the Company™) as at 31
December 2017 and the related profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof, for the year then ended 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
our audit

It is the responsihility of the Company's management to establish and maintain a system of intemal control, and prepare and
present the above said statements in conformity with the approved accounting standards as the requirements of the Insurance
Ordinance, 2000 (CX(X of 2000) and the Companies Ordinance, 1984. Our responsibility is to express an opinion on these
statements based on our audit

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards reguire that we
plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates made by the management, as
well as, evaluating the overall presentation of the above said statements. We believe that our audit provides a reasonable basis
for our opinion and, after due verification, we report that-

a)  In our opinion, proper books of accounts have been kept by the Company as required by the Insurance Ordinance, 2000
(OCAX of 2000) and the Companies Ordinance, 1984;

b)Y  Inouropinion:

i}  thestatement of financial position and profit and loss account together with the notes thereon have been drawnupin
conformity with the Insurance Ordinance, 2000 (030X of 2000) and the Companies Ordinance, 1984, and are in
agreement with the books of accounts and are further in accordance with acoounting polices consistently applied
except for the changes as stated in note 4.1 with which we concur;

i)  theexpenditure incumed during the year was for the purpose of the Company's business; and

iii}  thebusiness conducted, investments made and the expenditure incurred during the year were in accordance with the
objects of the Company;

¢}  Inowuropinion and to the best of our information and according to the explanations given to us, the statement of financial
position, profit and loss account, statement of comprehensive income, cash flow statement and statement of changes in
equity together with the notes forming part thereof conform with approved accounting standards as applicable in
Pakistan, and, give the information required by the Insurance Ordinance, 2000 (OO0X of 2000) and the Companies
Ordinance, 1384, in the manner so reguired and respectively give a true and fair view of the state of the Company’s affairs
as at 31 December 2017 and of the profit, its comprehensive income, its cash flows and changes in equity for the year then
ended; and

d}  inouropinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980).

The financial statements of the Company for the year ended 31 December 2016 were audited by another auditor who had
expressed an unmodified opinion thereon vide their audit report dated 23 February 2017.

I gaee Vel 1(e.

Lahore KPMG Taseer Hadi & Co.
Chartered Accountants
Date: 25 February 2018 (Bilal Ali)
KM Tasoor Hodi % Co a P, hip frmn m P
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ALFALAH INSURANCE COMPANY LIMITED

Statement of Financial Position
As at 31 December 2017

w7 2016 2015
Nt = | Rnpers in lhowsand) ——
AXSETS
Mroperty and cguipmeni 5 1E9. 126 181,995 69,707
Intangible asscls ] 3 A3 1,535 1ET
Irrvesimaemis
Egjuitly soourilics 3 120853 395930 124,352
Debd securibes ¥ 453 589 402,178 H54,424
Torm depasits ¥ =
Loars and oiber recenvables i 13519 27 (M5 10,215
Imsurancs | reinsurance neccavahles i 6B 964 TOT7 607 544015
Resmsurance rocoveries agaims outstanding clamms 23 JBR A4 307497 311,EBD
Salvage m:\mrmaﬁn'l.l:d 10,495 10,127 3,960
Deforred © x (= oy cord M B6. 77D 54274 37,390
Dilormesd taxaiion i2 1,039 -
Taxals pay less provess 7606 1,736
Prepayments 17 334,213 7399 291,187
Cash and bank 4 TES 259 374,766 132 469
343,383 2780313 1,386,206
Total amscls of Window Takalul Dperalions - Oporator's Fumd 15 107,150 E02T3
TOTAL ASSETS 3,150,483 1 H60.586 1386,206
ELUITY AND LIABILITIES
i reserves attrilatable te Co, 's ity holders
Authoroood cpatal
0,000,000 (200650, 000, 000 ordinary shares of Bx 1 aach S04 500,40 500,000
Ohrdancery shaere capital I 580000 500,000 500,000
Reservos r 152,332 203,541 160,534
Unappropriated prolit 402 085 2R 644 153,535
Tolal Equity 1054417 985,185 B14,769
Liabilities
Limderwriting prowviviomns:
Cutstanding clanms. inchading ITANE 23 S68.R92 485,892 499376
Unicamod premiom reserve 2 673,331 BIE 930 575,991
Lk ned -] ) 22028 66,308 60,543
Retmoment benelits oblipations 15 4,220 1,963 1,086
Dieforred taxation iz - 134 1,571
Presamm recerved m xbvance 11541 2511 5531
Insurance / reinsurancs payables iw 397347 3IEN208 233, B
Oither creditors and accnaals 20 JmE. 091 269 842 191,535
Taxaison - provision less paymcni - 1023§
2046420 TH4THIE L571,437
Total labalstyes of Wmdow Takaful Operstsons - Operators Fand 15 50_6d6 IE3R3
Conlimpencies and commitmenis >l
TOTAL EQUITY AND LIABILITIES 3. 150,483 2 RE0, 586 2386, M6

The annured notes T Lo 42 form an islegral part of these Gnancal stemenls.

"

T ‘(M M Sanirk.

Chairman Director Principal Officer and
Chief Executive



ALFALAH INSURANCE COMPANY LIMITED

Profit and Loss Account
For the year ended 31 December 2017

2017 2016
Note {(Rupees in thousand)

Revenue accournd
Mel msurance premium 22 1,043,222 916,586
Metl insurance claims 23 {470,630) (493 ,076)
Mel commussion / scquisibion

{expense) / Income 24 (B8.341) 33,028
Insuramee claims amd acguisition expenses {558.971) (460 (48)
Managemenl cxpenses 25 (383,559) (370,370)
Underwriting resul 100,692 26,168
Inivestmenl meome 26 48 856 06,500
(iher income a7 30,032 22 ROR
Oiher expenses 25 {11,095) {12 489)
Resulis of operating aclivities 168485 193 086
Profit from window lakalul operations 15 8410 1,290
Profit before tax 176,895 194 976
Taxation 29 {53,855) {65,602)
Profit afler tax 123,040 129 374

{Rupees)

Earmings per share - basic and diluted a0 246 259

The annexed notes [ o 42 form an integral part of these mancial statements.

PHTY Ml

Principal Officer and
Chief Executive




ALFALAH INSURANCE COMPANY LIMITED

Statement of Comprehensive Income
For the year ended 31 December 2017

7 2016
(Rupees in thousand)
Restared

Profit after tax 123,040 129,374
Other co nsive income
(Loss)/ gain on available for sale investments - net {51,209) 42707
Remeasurement loss on defined benefit obligations (2,599) (1,665)
Other comprehensive (loss) / income for the period {53,808) 41042
Total comprehensive income for the period 69,232 170,416

The annexed notes 1 to 42 form an integral part of these financial statements.




ALFALAH INSURANCE COMPANY LIMITED

Statement of Changes in Equity
For the Year ended 31 December 2017

_ Slorccapital  Capitalveserye 0000 Boosscremrve
bound, Z
salkicsibied Share dopmil T s Fair Valac Unapprepriaiod Tkt
{Bupos im d}
Balancs aat 31 Doccmber 2815 ms provisasly repuriod 50,000 1,381 150 . 1531935 53116
it ul nosbomnl o doa koo ok 4.1.2 3 E 0451 2 A5
damce an al 31 Docember 2815 - restatod
500,000 1,381 150,000 0451 153,935 LTS
Trtal Crmprekensier income for the year ovded 30 Decemher 2806
Profit fin e yoe M | || |29.1?4|| 1937
[ther cumprchesivee s | ) - | 42,707 [1,565) 41842
Total comprohcmive incume Tur b paar S = A7 127,70% 1T LS
dance 2s al 31 Teremdecr LOEG - d 500,000 1,381 [T 52160 ml 544 T
Tirkad Cwmprebrnsiee income for the esr cvded 37 Decrmber 2087
Proofit. fin the o I ] ]| | 123,080 | T
[hi pomprchesive koo | J {51,200 5 (53,308}
Tetal camprehemive incume for be poar (51,20) 120,441 231
i o T e i i T T

The anscxo] sstes | 42 Form e ilcpral pat ol thes: inacisl sloncnis.

= T ol

Chairman Director Principal Officer and

Chief Executive
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ALFALAH INSURANCE COMPANY LIMITED

Cash Flow Statement
For the Year ended 31 December 2017

20107 2016
———{Rupees in thousand)——
Operating cash flows
a)  Underwrifing activifies
Insurance Premium received 2,127,181 1,779,132
Reinsurance premiwm paid (929,553) (713.474)
Claims paid (T11,734) (B61,774)
Reinsurance and other recoveries received 243,167 359597
Commission paid (358,028) (206,829)
Commission received 244,561 132,493
Management expenses paid (370,797) (281, 206)
MNet cash flow from underwriting activities 244797 207 939
by  Mher operating activities
Income tax paid (72,865) (55,072}
(her expenses (9. 7T7T8) (71, 722)
Loans disbursed (6,833) (8,221}
Loans repayments received 7.528 6,792
Other receipts 261 66
Net cash used in other operating activities {BL.68T) (128,157)
Total cash flow from all operating activities 163,110 79,782
Investment activilies
Profit / return received on bank deposits 17,606 23,754
Return on Pakistan investments bonds 3,702 -
Window Takaful Cperations - (50,000)
Dividends received 15,208 13,946
Payments for investmenis (1,600,184) (2,302,186)
Proceeds from disposal of investments 1.BO7.175 2,603 982
Fixed capital expenditure - tangible assets (3L,071) (139.,623)
Proceeds from disposal of operating fixed assets 4,947 12,642
Total cash flow from investing activities 227383 162515
Fin activilties
Total cash flow from financing activitics - -
Met cash flow generated from all activities 390,493 242 297
Cash and cash equivalents at beginning of the year 374,766 132,469

Cash and cash equivalents at end of the period 765,259 374,766




ALFALAH INSURANCE COMPANY LIMITED

Cash Flow Statement
For the Year ended 31 December 2017

2017 2016
——-—{Rupees in thousandp—-—

Reconciliation fo profit and losy account

Operating cash flows 163,110 79,782
Depreciation expense (18.304) (19,064)
CGain on disposal of operating fixed assets 164 4,371
Profit on sale of investments 19,492 T6.9604
Impairment in value of available-for-sale investmenis - {0
Dhividend and other income 45,517 37,389
(Decrease) / increase in assets other than cash BE. 130 221 510
Decrease / {increase) in Habilities other than borrowings (199.569) (273.917)
Amortization of intangibles {952) (1,336)
Un-realized gain in value of held for trading investment 5,042 2,194
Profit from Window Takaful Operations 8410 1,890
Prolit after taxation 123,040 129,374

Cash for the purposes of the statement of cosh flows consists of:

Cash and other equivalents 772 1,371
Current and other accounts Tod 487 373395
Total cash and cash equivalents 765,259 374,766

The annexed notes 1 to 42 form an integral part of these financial statements.

PHTY Ml

Principal Officer and
Chief Executive



ALFALAH INSURANCE COMPANY LIMITED

Notes to the Financial Statements
For the year ended 31 December 2017

Reporting eatity

Alfalah Insurance Company Limited (“the Company™) is a public limited Company incorporated in Pakistan
on 21 December 2005 under the Companies Ordinance, 1984 (now the Companies Act, 2017). The Company
is engaged in general non-life insurance business. The registered office of the Company is situated at 5-Saint
Marry Park, Gulberg-111, Lahore.

The Company was granted authorization on 30 September 2015 under Rule & of the Takaful Rules, 2012 to
undertake Window Takaful Operations in respect of general takaful products by Securities and Exchange
Commission of Pakistan (SECP) and commenced Window Takaful Operations on 13 January 2016,

2.1

211

212

213

2.1.4

Basis of accounting

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board as are notified
under the Companies Ordinance, 1984, provision of and directives issued under the Companies
Ordinance, 1984, the Insurance Ordinance, 2000, the Insurance Rules, 2017, the Insurance
Accounting Regulations, 2017 and the Takaful Rules, 2012. In case requirements differ, the provision
of and directives issued under the Companies Ordinance, 1984, the Insurance Ordinance, 2000, the
Insurance Rules, 2017, the Insurance Accounting Regulations, 2017 and the Takaful Rules, 2012 shall
prevail.

On 30 May 2017 the Companies Act, 2017 was enacted which replaced and repealed the Companies
Ordinance, 1984 ("the repealed Ordinance™). However, the Securities and Exchange Commission of
Pakistan, in continuation to its circular 17, dated 20 July 2017, and press release of the same day, vide
its circular 23, dated 04 October 2017 has clarified that the companies whose financial year closes on
or before 31 December 2017 shall prepare their financial statements in accordance with the provisions
of the repealed Ordinance.

During the year, the Insurance Accounting Regulations, 2017 ("the Repulations™) and the Insurance
Rules, 2017 ("the Rules”) were enacted vide SR 88 and 89 (1)/2017, dated 09 February 2017, and
replaced SEC (Insurance) Rules, 2002, The presentation and disclosure requirements have been
significantly changed under the Rules and the Repulations. Further, the relaxation allowed by SECP to
defer the application of International Accounting Standard (IAS) - 39 ‘Financial Instruments:
Recognition and Measurement' in respect of ‘available-for-sale’ investments has not been carried in
these Rules. Consequently, the Company has changed its accounting policies in respect of
presentation of financial statements and ‘available-for-sale’ investments as explained in note 4.1 of
these financial statements.

As per the requirements of the SECP Takaful Rules 2012 and SECP Circolar No 25 of 2015 dated 09
July 2015, the assets, liabilities and profit and loss of the Operator's Fund of the General Takaful
Operations of the Company have been presented as a single line item in the balance sheet and profit
and loss account of the Company respectively. A separate set of financial statements of the General
Window Takaful Operations has been annexed to these financial statements as per the requirements of
the Takaful Rules, 2012,




ALFALAH INSURANCE COMPANY LIMITED

Notes to the Financial Statements
For the year ended 31 December 2017

2.2

23

Baszis of measurement

These financial statements have been prepared under historical cost convention except for certain
foreign currency translation adjustments, certain financial instruments carried at fair valoe, and
defined benefit oblipations under employees benefits carried at present value. All transactions
reflected in these financial statements are on accrual basis except for those reflected in cash flow
slatements.

Functional and presentation currency

ltems included in the financial statements are measured using the currency of the primary economic
environment in which the Company operates (“the functional currency™). The financial statements are
presented in Pak Rupees, which is the Company's functional and presentation currency. All the

financial information presented in Rupees has been rounded off to the nearest thousand in rupee,
unless otherwise stated.

Use of Judgment and estimates

The preparation of financial statement in conformity with approved accounting standards requires
management to make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgments
about carrying values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and

The areas involving a higher degree of judgment and complexity, or areas where assumptions and
estimates are significant to these financial statements or judgment was exercised in application of
accounting policies, are as follows:

Nurter

- Provision for doubtful receivables 419
- Provision for outstanding claim incleding claims incurred but

not reported (IBNR) 414
- Premium deficiency reserve 4.15
- Defined benefit plans 417
- Classification of investments 4,40
- Provision for taxation including the amount relating to tax contingency 422
- Useful lives, pattern of economic benefits and impairments - Fixed assets 4.20

3 New! revised accounting Standards and IFRIC interpretations that are not vet effective

31

Standards, amendments or interpretations which became effective during the vear

During the year, certain amendments or new interpretations became effective. However, the
amendments or interpretation did not have any material effect on the financial statements of the
Company, except for those which have been specifically disclosed in these financial statements.



ALFALAH INSURANCE COMPANY LIMITED

Notes to the Financial Statements
For the year ended 31 December 2017

3.2

311

312

New Companies Act, 2017 and new/ revised accounting standards, amendments to published
accounting standards, and interpretations that are not yet effective

The Companies Act, 2017 applicable for financial year beginning on 01 July 2017 requires certain
additional disclosures.

The following amendments, interpretation of approved accounting standards and annual improvement
cycle will be effective for accounting periods beginning on or after 01 Januwary 2018:

- Classification and Measurement of Share-based Payment Transactions - amendments to IFRS 2
clarify the accounting for certain types of arrangements and are effective for annual periods
beginning on or after | January 20018, The amendments cover three accounting areas (a)
measurement of cash-settled share-based payments; (b) classification of share-based payments
settled net of tax withholdings; and (c) accounting for a modification of a share-based payment
from cash-settled to equity-settled. The new requirements could affect the classification and/or
measurement of these arrangements and potentially the timing and amount of expense recognized
for new and outstanding awards.

- Transfers of Investment Property (Amendments to IAS 40 ‘Investment Property” - effective for
annual periods beginning on or after 1 Janwary 2018) clarifies that an entity shall transfer a
property to, or from, investment property when, and only when there is a change in use. A change
in use oceurs when the property meets, or ceases to meet, the definition of investment property
and there is evidence of the change in use. In isolation, a change in management's intentions for
the use of a property does not provide evidence of a change in use.

- Annual Improvements to IFRSs 2014-2016 Cycle [Amendments to IAS 28 ‘Investments in
Associates and Joint Ventures'] (effective for annual periods beginning on or after 1 January
2018) clarifies that a venture capital organization and other similar entities may elect to measure
investments in associates and joint ventures at fair value through profit or loss, for each associate
of joint venture separately at the time of initial recognition of investment. Furthermore, similar
election is available to non-investment entity that has an interest in an associate or joint venture
that is an investment entity, when applying the equity method, to retain the fair value
measurement applied by that investment entity associate or joint venmre to the investment entity
associate’s of joint venture's interests in subsidiaries. This election is made separately for each
investment entity associate or joint venmure.

- IFRIC 22 ‘Foreipn Cuorrency Transactions and Advance Consideration® (effective for anmual
periods beginning on or after 1 January 2018) clarifies which date should be wszed for translation
when a foreign currency transaction involves payment or receipt in advance of the item it relates
tee. The related item is translated using the exchange rate on the date the advance foreign currency
is received or paid and the prepayment or deferred income is recognized. The date of the
transaction for the purpose of determining the exchange rate to use on initial recognition of the
related asset, expense or income {or part of it) would remain the date on which receipt of payment
from advance consideration was recognized. If there are multiple payments or receipts in advance,
the entity shall determine a date of the transaction for each payment or receipt of advance
consideration.

- 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 LAS 12 The interpretation requires the uncertainty over tax treatment
be reflected in the measurement of current and deferred tax.




ALFALAH INSURANCE COMPANY LIMITED

Notes to the Financial Statements
For the year ended 31 December 2017

- 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 recopnized It replaces existing revenue recopnition guidance,
including 1AS 18 *Revenne’, IAS 11 ‘Construction Contracts” and IFRIC 13 *Customer Loyalty
Programs’.

- IFRS 9 ‘Financial Instruments’ and amendment Prepayment Featnres with Megative
Compensation {effective for annual periods beginning on or after 1 July 2018 and 1 January 2019
respectively). IFRS 9 replaces the existing puidance 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. 1t also carries forward the guidance on
recognition and derecognition of financial instruments from IAS 39, The Company is carrently in
the process of analyzing the potential impact of changes required in classification and
measurerment of financial instruments and the impact on the financial statements of insurance
business.

- Amendment to IAS 28 *Investments in Associates and Joint Ventures®” - Long Term Interests in
Associates and Joint Ventures (effective for anmual 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.

- Anmual Improvements to IFRS Standards 2015 2017 Cycle - the improvements (effective from
annual period beginning on or after 01 January 2019) 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 control of the business. A company does not remeasure 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.

- 1AS 23 Borrowing Costs - the amendment clarifies that a company treats as pant of general
borrowings any borrowing originally made to develop an asset when the asset is ready for its
intended use or sale.

Amendment to IFRS 4 ‘Insurance Contracts’- Applying IFRS 9 *Financial Instruments’ with
IFRS 4 (effective for annual periods beginning on 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 9. The overlay approach allows an entity applying IFRS 9 from
1 July 2018 onwards to remove from profit or loss the effects of some of the accounting
mismatches that may occur from applying IFRS 9 before IFRS 17 is applied.

The above amendments and annual improvements are not likely to have any material impact on
Company’s financial statements, except where specifically disclosed.




ALFALAH INSURANCE COMPANY LIMITED

Notes to the Financial Statements
For the year ended 31 December 2017

Summary of significant accounting policies

The significant accounting policies adopted in the preparation of these financial statements are set out below.
These policies have been consistently applied to all years presented in these financial statements, except for
change in accounting policies as disclosed in note 4.1 to these financial statements.

4.1

4.1.1

4.1.2

Change in accounting policies
Presentation and disclosure of financial statements

As per Insurance Rules 2017, the presentation and disclosure requirements of the financial statements
have changed for companies whose financial year ended on or after 31 March 2017. Consequently,
the format prescribed in Annesare 11 of the Insurance Rules 2017 has been adopted. Accordingly,
change in presentation and disclosures of these financial statements has been applied retrospectively.

Bazis for meazsurement of available for sale investmenits

Previously, the Company recorded its “available-for-sale’ investments at cost and remeasured them at
lower of cost or market value (market value being taken as lower of the reduction other than
temporary} in accordance with the requirements of the SEC (Insurance) Rules, 2002. As per Insurance
Rules 2017, ‘available for sale’ investments are now initially measured at cost and subsequently
remeasured at fair value at each reporting date. The unrealized gains and losses arising from changes
in fair values are directly recognized in equity in the year in which these arise until the investments are
zold or determined to be impaired.

The said change in accounting policy has been made in accordance with the requirements of
"International Accounting Standard - 8 Accounting Policies, change in accounting estimates and
errors” ("1AS-8") and resulted in following changes:

Balance Balance
Previously Adjustment Restated
Reported
{Rupees)-

Balance Sheet
As at 3] December 2015
Fair value reserve = 9453 9.453
Equity investments 114 899 0453 124352
As at 31 December 2016
Fair value reserve = 52,160 52,160
Equity investments 343,770 52,160 395,930

Statement of comprehensive income

For the vear ended 31 December 2016

{Loss) gain on available
for sale investments - net - 42 707 42 707
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4.13

Preminm révenie

The Insurance Accounting Regulations, 2017, requires the Company, to recognize premium receivable
under an insurance policy cover note as written from the date of attachment of risk to the policy /
cover note. Accordingly, the Company is required to account for cover notes which are effective as at
batance sheet date. In previous years, the Company recognized premium under a policy as written at
the time of issuance of policy in accordance with the SEC Insurance Rules, 2002. The change is
considered to be a change in accounting policy in accordance with IAS - 8. The impact of the same is
not considered to be material to the financial statements and aceordingly not included in the
comparative restated financial statements.

Property and equipment
Operafing fived assels:

Items of operating fixed assets, except freehold land, are stated at cost less accumulated depreciation
and any impairment loss. Freehold land is stated at cost less any identified impairment loss, if any.

Cost comprises of purchase price including import duties and non-refundable purchase taxes after
deducting trade discounts, rebates and includes other costs directly attributable to the acquisition or
construction including expenditures on the material, labour and overheads directly relating to
constructions, errection and installation of operating fixed assets.

Subsequent costs are included in the asset's carrying amount or recognized as a separate assel, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Company and the cost of the item can be measured reliably. All other repair and maintenance
costs are charged to income during the year in which they are incurred.

Depreciation on operating fixed assets is charged to profit and loss account using straight line method
50 as to write off the historical cost of an asset over its estimated useful life at the rates mentioned in
note 5.1 after taking their residual valee into account

Depreciation on additions to operating fixed assets is charged from the month in which the asset is
aequired or capitalized, while no depreciation is charged for the month in which the asset is disposed
of.

Depreciation methods, residual values and the useful life of the assets are reviewed at least at each
financial year end and adjusted if appropriate.

An item of operating fixed assets is derecognized upon disposal when no future economic benefits are
expected from its use or disposal. Gain or loss on disposal of an asset is determined by comparing the
proceeds from sale with the carrying amount and is recognized in profit and loss account.

Capital work in Fess
Capital work in progress is stated at cost less any identified impairment loss, if any and represents
expenditure incurred on assets duoring the construction and installation. Cost also includes applicable

borrowing costs, if any. Transfers are made to relevant catepories as and when assets are available for
LSE.

Intangible assets

Intangible asset is stated at cost less accummuilated amortization for finite intangible asset and identified
impairment loss, if any. Finite intangible assets are amortized using straight line method owver its
estimated useful life at the rates mentioned in the note 6.

Amontization on additions to intangible assets is charged from the month in which an asset is put to
use and on disposal up to the month of disposal. The estimated useful life and amortization method is
reviewed at the end of each annual reporting period, with effect of any changes in estimate being
accounted for on a prospective basis.
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The Company assesses at each balance sheet date whether there is any indication that intangible asset
may be impaired. If such indication exists, the carrying amount of such assets are reviewed to assess
whether they are recorded in excess of their recoverable amount. Where carrying values exceed the
respective recoverable amount, assets are written down to their recoverable amounts and the resulting
impairment loss is recognized in income currently. The recoverable amount is the higher of an asset's
fair value less costs to sell or value in use. Where an impairment loss is recopnized, the amortization
charge is adjusted in the future periods to allocate the assets revised carrying amount over its
estimated useful life.

4.4 Financial instrumenits

Financial assets and liabilities are recognized when the Company becomes a party to contractual
provisions of the instrument and de-recognized when the Company looses control of contractual rights
that comprise the financial asset and in case of financial liability when the obligation specified in the
contract is discharged, cancelled or expired. Any gain or loss on derecognition of financial assets and
liabilities are included in profit and loss account for the year.

4.4.1 Non-derivative financial assets

The Company initially recognizes loans and receivables on the date that they are originated. All other
financial assets (including assets designated as at fair value through profit or loss) are recognized
initially on the trade date, which is the date that the Company becomes a party to the contractual
provisions of the instrument.

The Company derecognizes a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred. Any interest
in such transferred financial assets that is created or retained by the Company is recognized as a

separate asset or liability.

The Company classifies non-derivative financial assets into the following categories namely: financial
assets at fair valoe through profit or loss, held-to-matwrity financial assets, loans and receivables and
available-for-sale financial assets.

Financial assets af fair value ] or loss

A financial asset is classified as at fair value through profit or loss if it is classified as held-for trading
or is designated as such on initial recognition. Financial assets are designated as at fair value through
profit or loss if the Company manages such investments and makes purchase and sale decisions based
on their fair value in accordance with the Company’s documented risk management or investment
strategy. Attributable transaction costs are recognized in profit or loss account as incurred. Financial
assets at fair valne through profit or loss are measured at fair value and changes therein, which takes
into account any dividend income, are recognized in profit or loss.

Held to matri ASSELS

If the Company has the positive intent and ability to hold debt securities to maturity, then such
financial assets are classified as held to maturity. Held to matority financial assets are recognized
initially at fair value plus any directly attributable transaction costs. Subsequent to initial recognition,
held-to-maturity financial assets are measured at amortized cost using the effective interest method,
less any impairment losses.
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4.5

Loarns and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in
an active market. Such assets are recognized initially at fair value plus any directly attributable
transaction costs. Subsequent to initial recognition, loans and receivables are measured at amortized
cost using the effective interest method, less any impairment losses. Loans and receivables comprise
of long term deposits, trade debits, short term advances, deposits, other receivables and cash and bank
balances.

Available for sale financial assets

Available for sale financial assets are non-derivative financial assets that are designated as available
for sale or are not classified in any of the above categories of financial assets. Available for sale
financial assets are recognized initially at fair valoe plus any directly attributable transaction costs.

Subsequent to initial recognition, they are measured at fair value and changes therein, other than
impairment losses and foreign currency differences on available-for-sale debt instruments, are
recognized in other comprehensive income and presented in the fair value reserve in equity. When an
investment is derecognized, the gain or loss accumulated in equity is reclassified to profit or loss.

MNon-derivative financial liabilities

The Company initially recognizes debt securities issued and subordinated liabilities on the date that
they are originated. All other financial liabilities are recognized initially on the trade date, which is the
date that the Company becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial liability when its contracteal obligations are discharged,
cancelled or expire.

The Company classifies financial liabilities recognized initially at fair value less any directly
attributable transaction costs. Subsequent to initial recognition, these financial liabilities are measured
at amortized cost osing the effective interest method. Financial liabilities mainly includes other
creditors and accruals.

Offsetting of financial assets and financial liabilities

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if
the Company has legal enforceable right to set off the recognized amount and intends either to settle
ont a net basis or to realize the assets and settle the liability simuttaneously.

Impairment
Financial assels

A financial asset is assessed al each reporting date to determine whether there is any objective
evidence that it is impaired. Individually significant financial assets are tested for impairment on an
individual basis. The remaining financial assets are assessed collectively in groups that share similar
credit risk characteristics. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated fiuture cash flows of the
assel

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate. Impairment loss in respect of a financial asset
measured at fair value is determined by reference to that fair value. All impairment losses are
recognized in profit and loss account. An impairment loss is reversed if the reversal can be related
objectively to an event occurring after the impairment loss was recognized. An impairment loss is
reversed only to the extent that the financial asset’s carrying amount after the reversal does not exceed
the carrying amount that would have been determined, net of amortization, if no impairment loss had
been recognized.
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An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate. Impairment loss in respect of a financial asset
measured at fair value is determined by reference to that fair value. All impairment losses are
recognized in profit and loss account. An impairment loss is reversed if the reversal can be related
objectively to an event occurring after the impairment loss was recognized. An impairment loss is
reversed only to the extent that the financial asset’s carrying amount after the reversal does not exceed
the carrying amount that would have been determined, net of amortization, if no impairment loss had
been recognized.

Impairment losses on available for sale financial assets are recognized by reclassifying the losses
accomulated in the fair value reserve to profit or loss. The amount reclassified is the difference
between the acquisition cost (net of any principal repayment and amortization) and the current fair
value, less any impairment loss previously recognized in profit or loss. If the fair value of an impaired
available for sale debt security subsequently increases and the increase can be related objectively to an

event occurring after the impairment loss was recognized, then the impairment loss is reversed though
profit and loss, otherwise it is reversed through other comprehensive income.

Non-financial assets

The carrying amounts of non-financial assets other than deferred tax asset, are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication
exists, then the asset's recoverable amount is estimated. The recoverable amount of an asset or cash-
generating unit is the greater of its value in use and its fair value less costs to sell. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessment of the time vahie of money and the risks specific to the
asset For the purpose of impairment testing, assets that cannot be tested individoally are grouped
together into the smallest group of assets that generates cash inflows from continuing use that are
largely independent of the cash inflows of other assets or groups of assets (the “cash generating unit,
or CGU™).

The Company's corporate assets do not generate separate cash inflows. If there is an indication that a
corporate asset may be impaired, then the recoverable amount is determined for the CGU to which the
corporate asset belongs. An impairment loss is recognized if the carrying amount of an asset or its
CGU exceeds its estimated recoverable amount. Impairment losses are recognized in profit and loss
acoount.

46 Insurance Contracts

Insurance contracts are those contracts under which the Company as insurer has accepted insurance
risk from the insurance contract holder (insured) by agreeing to compensate the insured if a specified
uncertain future event (the insured event) adversely affects the insured. Once a contract has been
classified as an insurance contract, it remains an insurance contract for the remainder of its tenure,
even if the insurance risk reduces significantly during this period, unless all rights and obligations are
extinguished or expired.

Insurance contracts are classified into following mwin catepories, depending on the nature and
duration of risk and whether or not the terms and conditions are fixed.

- Fire and property damage

- Marine, aviation and transport
- Motor

- Accident and health

- Others including miscellaneous

These contracts are normally one year insurance contracts except marine and some contracts of others
including miscellaneous class. NMormally all marine insurance contracts are of three months period. In
others including miscellaneous class, some enpineering insurance contracts are of more than one year

period.
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These contracts are provided to all types of customers based on assessment of insurance risk by the
Company. Normally personal insurance contracts eg. vehicle, personal accident, ete. are provided to
individual customers, whereas, insurance contracts of fire and property damage, marine, aviation and
transport, health and other commercial line products are provided to commercial organizations.

Fire and property damage insurance contracts mainly compensate the Company’s customers for
damage suffered to their properties or for the value of property lost Customers who undertake
commercial activities on their premises could also receive compensation for the loss of earnings
cansed by the inability to use the insured properties in their business activities.

Marine Insurance covers the loss or damage of vessels, cargo, terminals, and any transport or property
by which cargo is transferred, acquired, or held between the points of origin and final destination.

Motor insurance provides protection against losses incurred as a result of theft, traffic accidents and
against third party liability that could be incurred in an accident

Accident and health insurance provides protection against losses incurred as a result of medical
illnesses, surgical operations, accidental injuries and accidental death.

(nher various types of insurance are classified in others including miscellaneous category which
includes, terrorism, worker compensation, products of financial institutions, crop etc.

The Company also accepts insurance risk pertaining to insurance contracts of other insurer as co-
insurance contracts and reinsurance inward. The insurance risk involved in these contracts is similar
to the contracts undertaken by the Company as insurer. All reinsurance inward contracts are
facultative {specific risk) acceptance contracts.

Premiums and administrative surcharge

Preminms and administrative surcharge received / receivable under a policy or cover note is
recognized over the period of insurance from the date of attachment of risk to the policy on the
following basis:

a) For business other than marine cargo business, evenly over the period of the policy; and
b) For marine cargo business, immediately after the commencement of voyage;

However, where the pattern of incidence of risk varies over the period of the policy, premium is
recognized as revenue in accordance with the pattern of the incidence of risk.

Administrative surcharge represents documentation and other charges recovered by the Company
from policy holders in respect of polices issued and is recognized in accordance with pattern.
Administrative surcharge is recognized | at a rate of 5% of the premium restricted to 2 maximum of

following limits:

Class Rupees
Fire 3,000
Marine 3,000
Motor 3,000
Engineering 5,000
Health 5,000

Other including Miscellaneous 5,000
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4.7

4.8

4.9

4.10

Provision for uncarned premiom

Provision for unearned premium represents the portion of premium written relating to the unexpired
perind of coverage and is recognized as a liability by the Company on the following basis:

- for other classes premium written is recognized as provision for unearned premium by applying
the 1/24th method as specified in Insurance Rules, 2017.

- for marine cargo business, premium written is recognized as provision for uneamed premium
until the commencement of voyage.

Receivables and Payables related to insurance contracts

Receivables related to insurance contracts are known as premium doe but unpaid These are
recognised at cost, which is the fair value of the consideration given less provision for impairment, if
any. Premiums received in advance is recognized as liability till the time of issnance of insurance
contract there against.

Provision for impairment and write-off is estimated on a systematic basis after analyzing the
receivables as per their aging.

Reinsurance contracits held

These are contracts entered into by the Company with reinsurers for compensation of losses suffered
on insurance contracts issued. These reinsurance comtracts include both facultative and treaty
arrangement contracts and are classified in same categories of insurance contracts for the purpose of
these financial statements. The Company recognizes the entitled benefits under contracts as various
reinsurance assets and liabilities.

Reinsurance assets represent balances due from reinsurance companies and reinsurance recoveries
against outstanding claims. Due from reinsurance companies are carried at cost less any provision for
impairment. Cost represents the fair value of the consideration to be received. Reinsurance recoveries
against cutstanding claims are measured at the amount expected to be received.

Reinsurance assets are not offset against related insurance liabilities. Income or expenses from
reinsurance contracts are not offset against expenses or income from related insurance assets.

Reinsurance liabilities represent balances due to reinsurance companies. Due to reinsurance
companies are carried at cost which is the fair value of the consideration to be paid.

Reinsurance assets or liabilities are derecognized when the contractal rights are extinguished or
expired.

Reinsarance expense

Premium Ceded to reinsurers is recophized as an expense. For reinsurance contracts operating on a
proportional basis, on attachment of the underlying policies reinsured; and for reinsurance contracts
operating on a non-proportional basis, on inception of the reinsurance contracts.

Reinsurance preminm shall be recopnized as an expense. For proportional reinsurance business,
evenly over the period of the underlying policies, for non-proportional reinsurance business, evenly
ove the period of indemnity.
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4.11

4.12

4.13

4.14

The portion of reinsurance premium ceded not yet recopnized as an expense is recopnized as a
prepayment. The prepaid portion of premium ceded is recopnized as an asset. Such asset is caleulated
by applying the twenty-forth method | whereby the liability shall equal 1/24 of the premium ceded
relating to reinsurance contract commencing in the first month of the insurer's financial year, 3/24 of
the premiums ceded relating to policies commencing in the second month of the insurer's financial
years, and so on

Commission expense/ acquisition cost

Commission expense incurred in obtaining and recording insurance policies is deferred and
recognized a5 an asset on the attachment of the related risks. This expense is charped to the profit and
loss account based on the pattern of recognition of related premium revenne.

Deferred commission expense

Deferred commission expense represents the portion of commission expense relating to the unexpired
period of insurance contract and is recognized as an asset It is calculated in accordance with the
pattern of its related unearned premium income.

Claims Expense

General insurance claims include all claims occurring during the yvear, whether reported or not, related
internal and external claims handling costs that are directly related to the processing and settlement of
claims, a reduction for the value of salvage and other recoveries, and any adjustments to claims
cutstanding from previous years.

Outstanding claims including incurred bot not reported (IBNR)

The Company recognizes liability in respect of all claims incurred up to the balance sheet date which
is measured at the undiscounted value of the expected future payments. The claims are considered to
be incurred at the time of the incident giving rise to the claim except as otherwise expressly indicated
in an insurance contract. Provision for liability in respect of unpaid reported claims is made on the
basis of individual case estimates. The liability for claims incluodes amounts in relation to unpaid
reported claims, claims incurred but not reported (IBNR) and expected claims settlement costs.

Reinsurance recoveries against outstanding claims are recognized on occurrence of the related claim
liability. These are recorded as an asset and measured at the amount expected to be received.

Claims incurred but not reported

Securities and Exchange Commission of Pakistan ("SECP"), through its circolar 9 of 2016 dated 09
March 2016, issued "CGuidelines for estimation of incurred but not reported (IBNR) claims reserve
2016" ("Guidelines"™) for non-life insurance Companies and required to comply with all provisions of
these guidelines with effect from 1 July 2016.

These Guidelines require the Company to develop an estimation of provision against claims incurred
but not reported for each class of business, by either using “Chain Ladder Method™ ("CLM"™) or other
alternate method as allowed wnder the provisions of the Guidelines. The Chain Ladder Method
involves determination of development factors or link ratios for each period These are then
subsequently combined to determine Cunmlative Development Factor (CDF) which represents the
extent of fumre development of claims to reach their ultimate level to derive an IBNR estimate.
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4.16

4.17

As required under the Guidelines, the Company uses CLM by involving an actuary for determination
of provizsion against IBNR. Accordingly, the actuarial valuation as at 31 December 2017 has been
carried out by independent firm of actuaries for determination of IBNR for each class of business.
The actuarial valuation is based on a ranpe of standard actuarial elaim projection techniques, based on
empirical data and current assumptions { as explained in preceding paragraph) that may include a
margin for adverse deviation as required / allowed under the Guidelines. The method used, and the
estimates made, are reviewed annually.

Premium deficiency reserve

The Company maintzins a provision in respect of premium deficiency (also called unexpired risk
reserve) on aggregation basis where the nnearned premium liability is not adequate to meet the
expected future liability, after reinsurance, from claims and other claim handling expenses expected to
be incurred after the balance sheet date in respect of the unexpired policies on at the balance sheet
date. The movement in the premium deficiency reserve is recorded as an expense / income in the
profit and loss account for the year. The caleulation of the provision was previonsly, being calenlated
for each class of business separately, however, the change in calculation does not have any material

impact on current and prior years.

For this purpose, premium deficiency reserve on agpregation basis is determined by independent
actuary. The actuary determines the prospective loss ratio on aggregation basis and applies factors of
unearned and eamed premiums and uses assumptions appropriate to arrive at the expected claims
settlement cost which when compared with unearned premium reserve (UPR) shows whether UPR is
adequate to cover the unexpired risks. If these ratios are adverse, premium deficiency reserve is
determined.

Based on recommendation of actuary, the unearned premium reserve, on agprepation basis, at year
end is adequate to meet the expected future liability after reinsurance claims and claim handling
expenses, expected to be incurred after the balance sheet date in respect of policies in force at the
balance sheet date. Therefore, no premium deficiency reserve has been accounted for in these
financial statements.

(ash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost For the purposes of cash flow
statement, cash and cash equivalents comprise cash in hand, deposits with banks and stamps in hand.

Employees benefit

Salaries, wages and benefits are accrued in the period in which the associated services are rendered by
employees of the Company and measured on an ondiscounted basis. The accounting policy for
employee retirement benefits is described below:

Post employment benefits - Defined contribution plan

The Company operates an approved contributery provident fund for all permanent employees by
establishing a separate Trust. Equal monthly contributions are made by the Company and employees
to the fund at the rate 8.33% (2016: 833%) of basic salary.

Obligations for contributions to defined contribution plans are expensed as the related service is
provided. Prepaid contributions are recognized as an asset to the extent that a cash refund or a
reduction in future payments is available.
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4.19

4.20

Post Fif - B i

The Company has established an approved gratuity fund for all permanent employees including
Window Takaful Operations. Monthly contributions are made to the fund on the basis of actuarial
recommendations and in line with the provisions of the Income Tax Ordinance, 2001. The Company’s
net obligation in respect of defined benefit plans is calculated separately for plan by estimating the
amount of future benefits that employees have earned in corrent and prior periods, discounting that
amount and deducting the fair value of any plan assets.

The calculation of defined benefit obligation is performed anmually by a qualified actuary using the
‘Projected Unit Credit Method” and latest actuarial valuation has been carried out at 31 December
2017. When calculation results in a potential asset for the Company, the recognized asset is limited o
the present value of economic benefits available in the form of refunds from the plan or reductions in
future contributions to the plan.

Mctual gains and losses arising from experience adjustments and changes in actuarial assumptions are
charged to equity through other comprehensive income in the year in which they arise. Past service
costs are recognized immediately in the profit and loss account The main features of defined benefit
schemes are mentioned in note 18.

Creditors and accruals

Liabilities for creditors and other amounts payable are carried at eost which is the fair value of the
consideration to be paid in the future for the poods and / or services received, whether or not billed to

the Company.
Provisions and confingencies

Provisions are recognized when the Company has a present legal or constructive obligation as a result
of past events, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and reliable estimate of the amount can be made. Provisions are
reviewed at each balance sheet date and adjusted to reflect the current best estimate.

Where outflow of resources embodying economic benefits is not probable, a contingent lability is
disclosed, unless the possibility of cutflow is remaote.

Revenue recognition

Premium income and administrative surcharge

Premium income and administrative surcharge is recognised in line with note - 4.6

. e el

Commission income from other reinsurers is recognized at the time of issuance of the underlying
insurance policy by the Company. This income is deferred and brought to account as revenue in
accordance with the pattern of recognition of the reinsurance premium to which it relates. Profit

commission, if amy, which the Company may be entitled to under the terms of reinsurance, is
recognized on accrual basis.

The unearned portion of commission income is recognized as a liability. Such liability is caleulated by
applying the twenty-forth method, whereby the liability shall equal 1/24 of the premium relating to
policies eommencing in the first month of the insurer's financial year, 3/24 of the premiums relating to
policies commencing in the second month of the insurer's financial years, and so on.
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4.12

For facultative acceptance the basis of recognizing commission and determining the uneamed
comnission reserve is the same as for the direct policies.

Dividend income
Dividend income including bonus shares are recognized when right to receive such dividend or bonus
shares is established.

Initerest income and other returns

Interest / mark-up is accrued on a time proportion basis by reference to the principal outstanding and
the applicable rate of retum.

Heturn on investments and interest on loans is accounted for on a time proportionate basis using the
applicable rate of retum/ interest.

Miscelfaneous Income

Return on bank deposits is recognised on a ime proportion bagis taking into account the effective
yield.

Other revenues are recognized on accrual basis.

Management expenses

Management expenses are recognized in profit and loss account on accrual basis. Management
expenses that are directly atiributable to the distingnished operation of business (ie. Conventional
insurance business and Window Takaful Operations) are directly charged to the relevant business,
whereas, common manapement expenses incurred for both conventional insurance business and
Window Takaful Operations are proportionately changed on the basizs of volume of respective
business.

Taxation

Current

Provision of current tax is based on the taxable income for the year determined in accordance with the
prevailing law for taxation of income. 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 ansing
firom assessments framed during the year for such years.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of the taxable profit
Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred tax
assels are recopnized 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.
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4.14

4.I5

Deferred tax is calculated at the rates that are expected to apply to the period when the differences
reverse based on tax rates that have been enacted or substantively enacted by the balance sheet date.
Deferred tax is charped or credited in the income statement, except in the case of items credited or
charged to other comprehensive income in which case it is included in other comprehensive income.

Segment reporting

A business segment is a distinguishable component of the Company that is engaged in providing
services that are subject to risks and returns that are different from those of other business segments.
The Company accounts for segment reporting of operating results using the classes of business as
specified under the Insurance Ordinance, 2000, the Insurance Rules, 2017 and Insurance Accounting
Regulations, 2017. The reported operating segments are also consistent with the internal reporting
framework provided to Board of Directors who are responsible for allocating resources and assessing
performance of the operating segments. The performance of segments is evaluated on the basis of
underwriting results of each sepgment.

Based on its classification of insurance contracts issued, the Company has five primary business
segments for reporting purposes namely fire, marine, motor, health and others including
miscellaneous. The nature and business activities of these segments are disclosed in note 4.6, Since
the operation of the Company are predominantly carried out in Pakistan, information relating to
geographical segment is not considered relevant.

The accounting policies of operating segment are the same as those described in the summary of
significant accounting policies.

Assets, liabilities and capital expenditures that are directly attributable to segments have been assipned

to them. Those assets and liabilities which can not be allocated to a particular segment on a reasonable
basis are reported as unallocated corporate assets and liabilities.

Dividend distribution

Dividend to ordinary shareholders is recognized as a deduection from accumulated profit in statement
of changes in equity and as a liability in the Company’s financial statements in the year in which it is
approved.

Salvage recoveries

Salvage recoveries are recognized on estimated basis based on past experience and market patterns
and are in line with the recognition of related claim expenses.

Window Takaful (dperations

The accounting policies followed by Window Takaful Operations are stated in the annexed financial
statements of Window Takaful Operations for the year ended 31 December 2017.

2017 2016
Nerte Rupees Rupees
5 Property and equipment
Operating assets 51 187,902 181,253

(Capital work in progress j2 1,224 742
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Mccumulaied amortivation as at ] Jansry
Accumulated smortizstion s gl 31 December

Nt book valoe as 5t 3] December

Rate of smortizaiion

il Thess inchnde inlangible amsels smounting b Bs. 1258 millon (2006: Bx. 1144 million) having nil book vahse ax 21 year end.

lorvestmemts in cquity secarities

7.1 Available for sale - Qooted

Lisied shares
Wil funds

Listed shares

ANNUAL REPORT 2017

LI

T 2006
Ruapres Rupees
14,645 14,645
LIRS
1T A% 14,645
13,110 11,77
952 1,336
14,062 13,118
141 1.515
5% 2%
6

Impairment’ Carrying

Impamment’  Carrying value

it valme Gt Provision
-~ {Roptts in thonxand)
Restated

6841 6841 7,601 T.601
: : 20,000 50,000
113,861 113861 246578 40 246,169
119,902 119,902 344,179 (409) 31,770
951 52,160
119,902 [T 144,179 (409) 185,930
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T11 Relsted parties

Shares | Tnits Wikie saline Cast. Market Value
Company | Fand name per share [
7 2016 amit m7 6 T 2006
- Nomher - = (Ropees im thowsasdy -
315 Dl i 350,000 Bank Abalsh Limited* 1 6841 7500 13,358 11,286
- 569,542 Alfzlah GIF Stock Fund 10a - 90,000 . SO0
841 AT 4600 13,388 103,286
T12  Others
Commercial Banks
19 408 61,400 Dank Al TEshibs Limited 1o T42 1349 1,132 1622
69,083 69,0683 United Bank Limited ] 11995 12,997 12,985 16,504
45 008 105,000 Tlabsh Bank Limited 10 9,506 24309 7519 2R691
48,500 65,000 Mdch Damk Limited i) 11406 14,008 110,258 15,458
200,000 Maticnsl Rank OF Pakistan 10 14,647 14978
60,000 Mocmn Bank Lsmiled 10 1.7 1558 A, 26T 4,087
Engineering
n 48,022  Amrchi Siccls Limitod o 1 15,574 2 16516
- 96,000 Intemational Indusiries Limited 1@ . 14,005 19,558
LR Intemuational Stocls Limited o TS50 6,383
Cement
11.580 4850  Locky Cement 10 7.25% 1956 5,950 4,201
41 4 Cherat Cement Company Limited 1] [ %l 4,703
30500 52900 Pioneer Coment Limited 1o P ) 6, 168 1,926 1517
4375 Maple Leal Comenl Faciory Limiled 10 i 59
Fertillizers
11,600 12500 EngroCorpomtion Lid i) 6365 112 59M 3,951
. 60000 Faupi Fertiliver Bin Qasim Lid. 10 . 1% 1072
. 47500  Fauji Fentilizer Company 1o . 5627 4957
12508 102,000  Fngro Fertilier Lad 10 TH B 144 Bas 131
Pharmaccuticals
LR 23,000 [ligh Noon Lahoratories Lid. 10 4850 14,774 A,DES 14,608

Amiomobile Assembler

1168 Indus: Motor Company Limited 1] 5,600 5,369
14,000  Thal Liméled ] 3038 FALL
Power pemeration and disiribotion
74,008 74,000 Kot Adds Power Company Limited 10 1639 3419 1,989 5832
2 508 55,500 Mishat Power Limited 10 ] 1955 &S 1,557
- 45000 Engro Poworgen Qadirpur 1 - 130 I.564
100,000 Pakgen Power Limited 1] 126 1ETR
120,008 120,000 Theh Power Companmy Limited 1] o, 1al 10,100 10,530 14,818
0ill & Cax Exploration Companies
1 608 7,100 08l And Gas Development Company Lid. 1] 536 16917 586 19,363
S 400000 Pakistan Ol Feelds Limited 1 242 1RATS 158 21384
5008 - Pakistan Petrobewsm: Limited 1) 9z 1029
125000  IG-Tech Lubricants Limitod 1] 11,088 14,359
2500 17,500  Mari Petroleumn Company Limited 1o 535%™ 18994 797 24,060
Refimery
30,000  Asock Refimery Limited 1] - 10,238 12,759
0l & Cas Markriing Companics
To 008 Sui Morthen Gas Pipelines i) B96 6,623
14,808 Pakistan Swie 04l 10 4616 4,319
Value as at 31 December 113061 146 169 107, 466 103 644
Cramd Testal 119,902 1431778 120,853 395930

* 2000, 000 {200 6 200 00 shres are pledged with Matiomal Clearimg Company of Pakistan Limited (MOCPL) ax exposure margin.
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2017 2016
B Investments in debt secorities Nole (Rupees in thousand)
Treasury Bills - held for trading &7 428,581 352,363
Pakistan investment bonds - held to maturity 82 15,008 49 815
453,589 402 178

8.1 These represent Rs. 430 million (2016: Rs. 1,150 million) Treasury Bills having face value of Rs. 100
each, maturing within 12 months as al year end.

82 Details of Pakistan Investment Bonds are as follow:

Effective m7 2016

Maturity Yield % (Ruopees in thousand)
19 July, 2017 2E1% - 24,000
26 March, 2018 T.71% 20,000 20,000
26 March, 2018 T.77% 5,000 5,000
25,000 49,000

83 Treasury Bills having face value of Rs. 5 million (2016: Rs. 5 million) and market value of Rs. 4.90
million (2006: 490 million), and Pakistan Investment Bonds having face value of Rs. 25 million
(2016: Rs. 49 million) and market value of Bs. 2515 million (2016: R=50.46 million ) respectively are

held with State Bank of Pakistan as security deposil.

9 Investments in term deposits Newte:
Term Deposit Receipl - maturing within 12 months oI
Impairment

2,000 2,000
(2,000) (2,000)

9.1 These includes term deposit receipl (TDRs) purchased rom Trust Investment Bank of Rs. 2 million
(2016: Rs. 2 million) matured in 2013, Impairment has been charped due 1o uncertaininty surrounding

the recoverability of the amowunt.

10 Leans and other receivables
Considered good

Accrued investment income
Security deposits

Loan to employees

Insurance claim receivable
Receivable from Shareholders” fund
Federal insurance fee receivable
(iher advances

017 2016
{Rupees in thousand)

1,047 2 046
4698 4 698
3419 4114
189 146
20,338 4 783
- £,931

3,828 2,287
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17 2016
11 Insurance / reinsurance receivables Naote (Rupees in thousand)
Unsecured and considered good
Due from insurance contract holders 554,808 585,711
Provision for impairment of receivables from
insurance contract holders 1 {(18.59%4) (14,352)
536,214 571,359
Due from other insurers / reinsurers 12,750 136,248
648,944 T 607
11.1 Provision for impairment for receivables
Balance as at 01 January 14352 12,959
Addition made during the year 4,241 1,393
Balance as at 31 December 18.594 14,352

12 Deferred tax

This represent deferred tax asset on deductible temporary differences in respect of fixed assets.

017 2016
Note {Rupees in thousand)
13 Prepayments
Prepaid reinsurance premium ceded 22 326,253 306,902
Prepaid rent 6,456 T8
Prepaid miscellaneous expenses 1.504 2679
334,213 317,399
14 Cash and bank
Cush and cash equivalens
Cash in hamd 239 348
Revenue stamps 533 823
772 1371
Cash at bank
Currenl wocounts
- Local currency 76,293 99,051
- Foreign currency 363 35
Th,656 99,396
Savings accounts 4.0 687,831 273999
T64, 487 373,395
765,259 374,766

14.1 The balance in saving accounts carry mark-up at the rate of 3.82% to 8.25% per annum (2016: 5.25%
o 5.75%)

14.2 Cash at bank deposits includes an amount of Rs. 69537 million (2016: Rs. 327.92 million) held Bank
Alfalah, an associated undertaking.
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7 2016
15 Window Takaful Operations — {(Rupees in thousand) —
Operaior's Fund
Axxeix:
Cash and bank deposits 48,815 22 536
Qard e Hasna to Participant Takaful Furd 215,000 20,000
Asszets - Others 33,355 37,737
Total asseis 167,180 80,273
Total Liabilities - Curreat 49,646 28,383
15.1 Window Takaful Operations
Profit and losy acoound
Wakala fee 43,135 16,066
Commission expense (9,146) (2,E18)
Management expense (24.505) (B.325)
Nel mvestment income 1,362 1,958
(iher expenses (2.436) (4.991)
Pruolit before tax from Window Takaful Operations 8410 1,890
Taxalion {2,702) -
Profit from after tax from Window Takaful Operations 5,708 1,590

Details of assets, habilities and sepment disclosures of Window Takaful Operalions are staled o the
annexed linancial statements of Window Takaful Operations.

16  Sharc Capital

16.1 Authorized Capital

2017 2016 27 20106
(Number of shares) {Rupces in thousand)
50,000,000 50,000,000  Ordinary share of Rs 10 each 5,000,000 5,000,000

16.2 Issued, subscribed and paid-up share capital

m7 2016 207 2016
(Number of shares) (Rupees in thoeusand)
Ordinary shares of Rs. 10 each [ully
30,000,000 0,000,000 paid in cash 300,000 300,000
Ordinary shares of Rs. 10 each, 1ssued
20,000,000 20,000,000 as lully paid bonus shares 200,000 200,000
—_50.000,000_ 50,000,000 w000 500000

163  Asal 31 December 2017, Bank Alfalah and Sheikh Nahayan Mubarak Al Nahayan held 14,997,825 (2016
14,997,825 and 12,497,823 (2016: 12,497 823) ordinary shares of Rs. 10 each fully paid of the Company,

respeciively.
2017 2016
17 Reserves (Rupees in thousand)
Capilal reverves
Share deposiit money 1,381 1,381
Reverue reserves
Cienerl reserves 150,000 150,000
Fair value reserves 951 52160

152,332 203,541
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2017 26
{Rupees in thousand)
18 Retirement benefits obligations
StafT gratuity 4,220 B0

Giratuity plan entitles an eligible employee to receive a lump sum amount equal to last drawn eligible salary
multiply by number of eligible yvears of service with the Company at the time of cessation of employment. An
eligible employee means a permanent employee who has suceessfully completed minimum five years of serviee
with the Company. Eligible salary means monthly basic salary of the eligible employee at the time of cessation of
employment.

Ciratuity plan is administered through separate fund that is legally separated from the Company. The Trust of the
fund comprises of four employees, out of which one employee is the Chair. The Trustees of the funds are required
by law to act in the best interests of the plan participants and are responsible for making all the invesimenis and
disbursements out of the funds.

These defined benefit plans expose the Company to actuarial risks, such as longevity risk, interest rate risk and
market (investment) risk.

These defined benefit plan is fully funded by the Company. The funding requirements are evaluated by the
management using the funds' actuarial measurement framework set out in the funding policies of the plans. The
funding is based on a separate actuarial valuation for funding purposes for which the assumptions may differ from
time to time. Employees are not required to contribute to gratuity plan.

The Company is responsible to manape the deficit in the defined benefit obligation towards fair value of the plan
assets. The Company has devised an effective periodic contribution plan to maintain sufficient level of plan assets
to meet is obligations. Further, the Company also performs regular maturity analysis of the defined benefit
abligation and manage its contributions accordingly.

2017 2016
18.1 Balance Sheet Reconciliation {Rupees in thousand)
The amounts recognized in the balance sheet are as follows:
Present value of defined benefit obligations 53,202 43,820
Fair value of plan assets (48,982) (41, 858)
Recognized liability 4,220 1,962
18.1.1 Movement in the defined benefit obligations
Obligation as at 01 Janoary 43,820 36,749
Current service cost 6,442 4772
Interest cost 3,432 3,246
Actuarial losses 1,366 403
Benefits paid {1,858) {1.350)
Obligation as at 31 December 53,202 43 820
18.1.2 Movement in the fair value of plan assets
Fair value as at 01 January 41858 33,663
Expected return on plan assets 3,544 3,309
Actuarial losses (1,297) {1,340)
Employer contributions 6,735 7.576
Benefits paid (1,858) (1,350)

Fair value as a1 31 December 48,982 41 858
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2017 2016
(Hupees in thonsamd)
18.1.3 Cost
Current service cost 6,442 4772
Interest cost 3,432 3.6
Expecied return on plan assels (3,544) (3,30
Expense 6,330 4105
Actusl return on plan assets 2,247 1,969
Principal aciuarial assumptions uscd are as follows:
IMscount rate and cxpocted retum on plan assets per annum - % R.25% B.00%%
Future salary increases - %6 7.25% T.00%%
Met retirement ape 1] i}
Mortality rates SLIC 200105 SLIC 200105
Withdrawal raie Moderaic Moderale
Effective salary increase timing Isi January Ist January
2018 2017
Comparison for five vears:
w7 6 2015 2014 2003
(Barpecs m thousand)
Ag at December 31
Present value of defined
bencfit obligation 53,203 43 821 36,749 29918 24 259
Fair value of plan asscts (48.983) (41,858) (33,663) (29.912) {21,705)
Deficit 4,220 1,263 3,086 & 2 554
Gain / loss) on plan ssscts (as
percentage of plan asscts) 257% 3.20% 3.08% 303% 1.82%
Gain / loss) on plan sssets (as
percentage of obligations) 2.65% 0.52% 4.00% 4.42%, 7.99%
w7 2016
Rupees In . Rupecs In
Thoosand Thousand %
Plan asscts comprise of the follvwing:
Equity 663 135% 617 1.47%
Dbt
Others incloding (cash and bank balances) 48,320 G8_65% 41,241 08.53%
48,983 100.00% 41,858 100%%
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w7 2006
Newle: (Hupees in vesand)
1% Insurance | reinsurance payable
e b0 other insurers { seinsurces 397,347 IR1.208
W Oiber credifors and accroals
Agent comimission payabls 144,556 108,422
Cash mafgin against porformance bonds 5247 17,082
Foderal excize duty and Sakes tax 212 608 27006
Federal Insurance Fes 1351 -
Waorkers' welfan: fund 15,003 15,003
Averued cxpenss 0.0 97,515 B4 B07
Tax doducted at sowrce 10,743 10,163
Orthers 202 10,968 6,454
308,001 269,842

PN | Accrued expenses
This mainly inchades provision for bons payable o amployecs of Re 3066 million (20016: Rs. 2977 mallion)
Wz Unclaimed insurance benefits

Chhers mclode weclaimed insurance beacfits of Ke. 2,92 million (2006: R 156 million), aging of which iz given below:

Age-wise breakop of pochiimed insurance benefits

16 13 to 24 2510 36 beyoad 36 Vsl
manths 710 12 months mvrmths s s manths
(Rupces in thousand)
Claims not uncashed - 2007 = 1,133 494 434 ] 2907
Age-wise brcakup of unchined insuranee benclite
131024 25 10 36 beyomd 36 Tatsl
1o 6 monthe 780 12 months mwiths muonths munths
(Rupecs in th d)
Claims not uncashed - 20016 - 32 565 [CL 162 1,568

n Conlingencics and commitments
i Contingencies

Income tax - Tax Year 2001

The: Company’s appeal apainst order passed, raising a tan demand of R, 121 55 million weder scetion 122{3A) of the Ordinance
was disposead of by Commissioner Inland Bevenue (Appoals - 1) FCITR{A)] through order dated 14 Septeanber 2007 for tan year
2011, While, a substantial amount of relicl was allowed on issucs docided in Company s favor by CIR(A) reducing the demand
1o e 6937 million, the treatment carlicr aceordnd was repeatid in respect of remaining issucs. The Company has asssilad the
ordir in appeal before Appellaic Tribunal Inland Revenoe [*Tribumal™], however, such appeal has mol yol come up for hearing
before Tribunal and &5 as such pending. As por Companys tax advisor, the appeal is likcly to be decided in favor of the
Company.

22 Commanilments

T agvwend of future payments wndor operating beases and the period in which these paymsents will beoome duc ans as follows:

w7 2016
(Hupies in Mhoosand)
Mo latcr than onc yoar T899 10,832
Later than onc year and nol later than five yeass B769 19,9477
Later than five years 4.763 5972
21,222 36,801
REPORT 20
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2017 206

2 Mel insurance premiom — (Hupees in thessand) —
Writlen gross premiem 2 082 Di6 1924317
Uncarned promiuem resorve as at 01 Jamsary 628,730 575,991
Uncarned promium rescrve as at 31 Deccenlser (673.331) (628, 930)
Premiwm camead 2037605 LATL3TE
Heinsaranee premium coded (1,013,734) (983 297)
Prepaid renswrance premiwm as at 01 Jamsary ik, 2 {278,397)
Prepaid reinsurance premivm as al 31 December 326,253 306,902
Reinsurance cxpense (%0 3R3) (954,792)

143222 916,586

13 Metl insurance chaims

Claims paid TINLT34 860,774
Drutstamding claims inchuding THMK as at 31 Doccaher SihH 802 AR5 892
Crutstanding claims including ITEMNK as at 01 Yanuary (485.892) (499.576)
Claims cxpensc T4, 734 B4R 290
Reinsurance and oflcr rocovenics roccivad {243,167) (359.597)
Reinsurance and ofher recoverics in respoct of

outetanding claims as at 31 Decomber (ERA34) (307, 497)
Reimsurance and ofher recovernics in respect of
outstanding clxims as at 01 January 37,497 311,880
Heinsurance and ofhcr recoverics revenue (324, 104) (355.214)

470,630 493076

231  Claim Development

The following table shows the devclopment of fire, marine and others including misccllaneous clims over a period of tme The
digchogurc gocs back to the poriod when the carlicst material claim arose for which there is still uncortainty about the zmount zd timing
of the claims paymenis. For other classes of business the uncsrtainty about the amount and timings of claims payment is wually resolvad
within a year Further, claims with sighificant uncenaintics arc not outstanding as st 31 Daccmber 2007,

Aceident year
M3 2014 2015 2016 7 Tatal
Estimatad of ultimaic claims cost
Al the end of acsident year
with [HMK 300,699 373,502 295,983 476,945 412,206 1,949,995
O year batee 337945 331112 231 972 436,905 - 1337934
Two years later 319,113 08132 219488 - - 836,733
Theor years kater I6 AT 6, 0R4 - - - 613,401
Four years later 36,153 - - - - 316,153
Curreid extimsate of comulative claims 316,153 206 984 219,488 436,905 412,866 1,682 396
Cumulative payments 1o datc {296,476) (279.377) (210,355) (405 0 ) (103,663)  (1,294.967)
Liability recegnioed 19677 17,607 9,133 31_8ir0 309,303 387429
w7 M6
4 Nel commisgion | acquisition expense ( (income) (Hupees in thonsand)
Commizsion paid or payallc 395313 252 864
Defierrad commissson cxponse ax al 01 Jansary 54274 31390
Deforned commission cxpensc as at 31 December (86, 7T0) (54.2M)
Mt comgnission 362,817 735 980
Commission reccived or recoverable (290, 257) (274,7713)
Uncamod reinsurance commisgion < ai 0] Jamsary {66,307 (60,543)
Uncamod reinsurance commission a2 al 31 Docomber K1 ORE 66 305
Commission fnom reinserance (274476) (269, 008)
#8341 (33,028)
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7 2016
Noe ~— (Rupees in thousand) —
15 Management expenses

Employee benefit cost 250 214,574 207,108
Travelling expenses 7318 7847
Advertisement and sales promaolion 1,997 1,274
Printing and stationery 6,799 5,956
Depreciation 512 16,881 18,139
Amortization B8 1,271
Rent, rates and taxes 18,939 22 105
Electricity, gas and water 5,582 7176
Vehicle runming expenses 12,650 12,029
Office repairs and maintenance 7,740 10,820
Bank charges 1,426 507
Postages, teleprams and telephone 8,252 8287
Annual supervision fee SECP 3,091 2.661
Fee and subscription 2,725 2424
Tracker expense 58,115 49 085
Training and development 2,554 4,484
Inspection fee 2,288 2,248
Bad and doubtiul debts 1.1 4,242 1,393
Miscellaneous expenses 7497 5,556
383,559 370,370

25.1 Employee benefit cost
Salaries, allowances and other benefits 200,090 193,278
Charges for post employment benefits 13,484 13,830
214,574 207,108

252 Management expenses amounting to Rs 1690 million (2016: Rs. 4.08 million) have been allocated to
Window Takaful Operations Operators Tund.
7 2016
~— {Rupees in thousand) —
26 Investment income

26.1 Income from equity secarities

Dividend income
- Available for zale 15,032 23.827
- Held for trading - 1,366
15,032 25,193
26.2 Income from debt securities
- Held fo mtcafurify
Return on Pakistan Investmeni Bonds 28T 4 855

Balance carmied forward 17911 30,048
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2017 2016
—— (Rupees in thousand) —
Balance brought forward 17.911 30,048
26.3 Net realized gains on investments
- Avaitable for sale
Realized pains on equily securities 12,635 53,137
- Held for trading
Realized gains on debt securities 16,857 12,707
19492 65,8544
26.4 MNet nnrealized gains on investments
- Held for trading
Met un-realized pains on investments al fair value
through profit or loss 5,042 2,193
Total investment income 52,445 98,085
- Impairment of available for sale securities
Equity securities - ()
- frvextmeni relafed expenses {3.589) (1,167}
48,856 96,509
27 Other Income
Return on bank balances 27,606 18,461
Ciain on disposal of fixed assets 2,164 4371
Oither 262 66
30,032 22 898
18 Other expenses
Insurance expenses 4,939 4,963
Legal and professional fee 1L3TR 3,356
Auditor’s remuneration 1.573 1,573
Domation 10 500
Security expense L1083 2,006
Miscellaneous expenses 112 21
11,095 12,489
5.1 Other expenses amounting to Rs_ 080 million (20016: Rs. 0.36 million) have been allocated to Window
Takaful Operations Operators fund.
2017 216
I8.2 Aunditors" remuoneration —— (Rupees in thousand) —
Statutory awdit fee 591 591
Hall yearly review 263 263
Statutory retums 131 131
Certification and sundry services 438 456
Ot of pocket expenses 150 132

1,573 1,573
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2017 2016
Taxation ~— (Rupees in thousand) —
Current Tax:
Current year 55,027 66,255
Prior years - TE4
55,027 67,039
Deferreed Tax:
- Permanent differences (0, 164) -
- Exempt income - {1,388}
- Changre in tax rate (8) 49)
(L1T2) (1,437}
53,855 65,602

29.1 Relationship between tax expense and accounting profit

A numerical reconciliation between tax expense and the product of accounting profit multiplied by
applicable tax rate
7 2016
~— (Rupees in thonsand) —

Accounting profit 176,895 194,975

Tax at the applicable rate of 30% (2016: 31%) 53,069 60,442

Tax effect of amounts that are:

- Related to permanent differences 795 -

- Exempt for tax purposes - 4,425

- Charpeable to 1ax at different rates (8) (49)

Prior year adjustment - TE4
TRT 5,160

Tax expense 53,856 65,602

Earnings per share - basic and diloted

Basic earnings per share are calcolated by dividing the net profit for the year by the weighted averape number of
shares as at the year end as follows:

2007 2016
~— (Rupees in thousand) —

Met profit after tax for the year 123,040 129374
Number of shares
Weighted average number of shares of Rs. 10 each 50,000,000 S0,000, 000
(Rupees) —————
Basic earnings per share 146 259

30.1 There is no dilution in basic earnings per share as the Company has nol issued any instrument which
would have an impact on earnings per share when exercised.




ALFALAH INSURANCE COMPANY LIMITED

Notes to the Financial Statements

For the year ended 31 December 2017

TES'OL §96'0H

BELAD BOT6L Lls LG guroaee Nuwg Birtess siausig
EEL'L HE'l L bl SPUTY (e
{puiinsi uj sadag)
GLoE LIOE Loz LI
LR | Py Jo 9E0 o, 6 4

guaman] afininasiag

SEAD|0] §0 8] SRy 30 dn-amang su ] sdodmd 0 0 pavERLLLG ER A0 P00 SgE] D ssdusey papadar a0 J0 (27 UONAAS J0 Sarstandd 15 e S50NRIO0E 1] UaaG SAEL o) 1napluand Jo iho susnEESAL]

wuaEan] jo dn yuaig

a0 §05'08 SIUSULERALL JO SRR 2T
LT o BT {afifia 1R} U pRE0G) APEE HUSRERRAD Jo sliuasiag
P Fls'ol PP PUSLIESALL 0 1807
&0 05014 POy 20130 SE1G

{purwinoyy uf sxadny)
qlLag Lint

0T Beusaa

[§ pepos mak sy say pan) uespracid SCL J0 SUUSOENEN [DESUNUDY PSICPRNCE U U0 pesng dp uorwEncyu Brvwepie) acy esedeqcues spaBie e e oy swsyse pen) juspraced Omagueeoes pepony enesde Sonduery gy

BT pERY JU3PEAGLY
sRpan Buipusye 10) s0aanp
o ped R 537 ap “ULONEPOUNEOASE DALFILEN] [UEAE G pEpianid oee ena saprasNg 00 'ema paurmurmn Aoudmesy i paplacad oepe anse {eeduresy a9 30 SAARRONKE SUI0 UMMISS IR SANNIING JN) S LOALRRE 1]
[ (13 L F I I
T A T e R
LB L (15 = i DLltt FH19E
el HLE * o 13 11 saoumsaofle pun easnboad i
§B1's FRT'Y - . - - ATTML[R S|S0
3 = & J LPE'E ] SR SALA0 PLE (UTy
1 FI6'T = : Bl 00t g UOnRGLIIDS IS a3 sopngHIa
ELLT 64T - . Eb9 LBR wind sganag paugap 1oy sy
5506 L0l * . Glv's E91 6 nag
el LIg't * k [ g SALOEEE A] 34027
TER' s 'y & % GLE'RL LT uoymsunal ey
uuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuu HBE!..E-.:.._.._._unmq_..___.u_-.-.-.-.-.-.-.-.-u-.-.-
GLaz LinE g10z LI0E 910z L10T
[AULnELa jamEiRanpy £33 1maaly S AANINEY JALT

smarieg eo g Arediay sy 10 (@D tusasRuupy A5 PR ARV JA00T 'S050ANT S 0 “HI0IUsg Unss Furpn(sul oNLISCniuss 16 S S Inf syustmsgu jersceny sy u pafeys jorocm seBadi®e aup
ipunoksad jusalounn 3y pOE AANEY JART 01300 [0 DHIRII0nEy

[43

1€

ANNUAL REPORT 2017

9




ALFALAH INSURANCE COMPANY LIMITED
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33 Transactions with related parties

Related partics comprise of directors, key management personnel, associated companics, entities with common
dircctors and employee retirement benefit funds. The Company, in the normal course of business, carries out
transactions with various related partics. Amounts due from and to related parties are shown under receivables
and payables and remuneration of directors, chief executive and key management personnel is disclosed in note
31. Contributions and accruals in respect of staff retirement benefits and other benefit plans are made in
accordance with the actuarial valuations / terms of the contribution plan as disclosed in note 18 and 32 of these
financial statcments, respectively.

Investment in related parties have been disclosed in note 7 to the financial statements. Other transactions with
related partics are summarized as follows:

2017 2016
-— (Rupees in thousand) ——
i} Associated Undertakings and other related parties
Premium written 451,673 583,498
Premium received 545,250 727,439
Claims paid 310,154 375,230
Intercst income 13,499 17.262
Dividend Income 3,082 500
Rent paid - 2288
Hent expense 2,522 2,308
License fees and connection charges 2,352 212
Expense charped in respect of retirement benefit plans 11,995 10,909
Investment Advisory Fec 3487 1,002
Investments purchased 3,082 489 221
Investments sold 93,842 541,984
Key management personne|
Premium written 70 75
Claims paid 102 k
ii) Period end balances

Asseciated Undertakings and other related parties
Premium reccivable from related partics 117,182 176,492
Provision for outstanding claims 122,012 210,172
Internet charpes payable 5614 3,182
Key Management Personnel
Premium receivable 140 58
Provision for outstanding claims 46 248

All transactions with related partics have been carried out on commercial terms and conditions.
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3 Sepmend Heporiiog

Fach class of buseness has boon dentifiod as roportable scpment. The ollowing = a schedule of dass of business wise asels, habalibes, rovenne and
neults have bom decloasd in accondance with the noguiraoents of the Insurance (rdinancoe, 2000, te Insaanos Bules, 2007 and nsurance

Acvounting Regulations, 2017:

Promium recervahle (meheave of Foderal Exciss
Dy, Faderal b o b amd A

Surcharge}

Federal Excise Duty

Federal Insurance Fee

Giross Wrilken Premiom (incbusive of

Ciroess diroet promiam
Facullatnn inward premswm

Imsran o premum carmod

Insuranc: promiom codod W remsurens
MNil msurancs promam

Cormmessiim oo

Mel mnderwriling income

msuranes clums
Imsmoran s choims roocoverod Fom remsurers

Ml clames

Commssion caponso

Mamagemenl exponse

Promium deficioncy reserve

Mel insnrance chiims and expenses

Underwriling resalis

Mol mvesimenl moomes

Himtal imcome

Oither o

Uher capenses

Frnamee cosls

Prodit from wmdow Lakalol operaiions

Profil before lax
Seprmenl asscis

Unatlboeatiod st

Seprmenl Habilises
Unallocatiad habalatics
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Plarime,
Fire and e "
Properly T Mutor ‘“I‘:::. & icoiiesen Taial
Diadadge Transpori
{Rupees in thoosand |-
443290 174,501 531375 S3K 27 £53.585 2341023
(4713) (20379 (TO6TY)  (36ETT) (55.578) {238.217)
(373)  (1556) (4605 (4950) (5.912) {20.801)
IRLEAT 151,566 456,097 496,432 02067 2UELMS
365,519 147,964 439974 496,277 SK6, 509 2036492
16,734 201 187 2996 20,118
2290 4,401 15,936 205 2562 25395
IBLED 152,566 456,097 496,432 92 067 10EL005
40178 156,590 413,274 SO 348 64,366 23705
O64652)  (135607)  (2HA4Y)  (SEASH) 70T (994,383)
37075 IL263  3BLEIS 442590 157,349 1,043,222
90,152 34 KRS 2292 1,767 139,350 274,476
127257 S, 168 T IT 450457 196,699 1317698
(seann)|| e[ (Msaz)| (252.746) (161811} (794.734)
139,621 23077 13,792 5 %03 141,861 324,104
119,780 G.20T)  (IBLTS0) | (246.943) (19.950) T30
(65224)  (26317)  (3133)  (139037) (102.909) CELELT)
(60,156)  (3EK)  (129409)  (77,599) 2547 (33559
(5.160)  (5336H)  (M1A93)  (461.579) (115408)  (1.217,006)
{17.903) ZEM 45624 {11,122} B1.293 100,692
4K H56
30032
{11,095)
BALD
176,895
54878 97,763 110282 532,486 161598 1AS0ATE
170,065
3150455
541,433 163,063 366,313 537,802 02,547 1711158
384
2.0% 166
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Promiom recenvable (melusive of Foderal Excise
Duty, Faderal Insuranos Fee amd Admmistratie
Surcharge)
Less - Federal Excise Duty
Fuederal Insurance Foe
Ciroess: Wnilion Premium (inc husive of
Liross Direct Prermom
Facultatsve imwand presmwm
Admmestrative Surcharpe

Imsurance prommum carmod
Insurance premium colod e remsamers

Mol msurance prormdam

Uormmussion mmooems
Mot undderwriting tmcome

Irsuranc: ¢lxime

Insurunce claime pooovenad Fom romswnees
Mot clamms

Commession capons:

Blanayrormeni expense
Mol mesurance clarms and expenses

Unilerwriting nisulis

Mol mvesimenl oo

Rental income:

Ot ncome

Olher capenses

Fmamo: cosls

{Lams) from wmndow takaful operations

Profil beore ax

Segrmmt agasls
Unalbocailiod asscis

Segrmnt habrhises
Unealthocstod lbalibes

35 Moevemenl in invesimenis

Ax al beginning of previows year

Aubdations

Inspusabs (subes amd nodemplions)

Fasr vabhn: nel gams
fenchubng mod neabrd gams)

{1 Msazmand) on mvesbmend bonds

Impairment! (reversal) keses

AL the beginning of Use year

Auabdations

Dispsabs {sabes and redemptions)

Faar vahne nel patos
{exehubing nel reabaed gams)

(Dhescound) on mvestrend bonds

Impaimment losses

Al the enad of curreni year

1 Dwcember 201 6
Fire: and Marme, e
Proporty Avetion and Muolor '.“::':: e Mo ltanoous Tudal
Damags: “Tramsipanr
{Rupecs m thansand)}
510,157 146,004 450653 m;m 574,499 2 169,719
{65, 990) (17,196) (64,551) {15,316 (64,196) (226.244)
(4,30) (1,277} (3.K86) (4,654) (5,015 {19,154)
36,858 177,536 K6 66 A6 370 505 755 1924316
423 843 123,554 37024 A 167 AW AT 1 BE7,152
10,861 A M6 14,7
2154 1982 14342 03 1576 X 157
ﬂﬁ& 12'.|'I5\]ﬁ 3@ -ﬁlﬂgm millii |i';]l’|I3l'I:E|
465,507 136,204 A 261 456,117 413,189 LETI 378
(1B 026 (117,366) (17,001} (31.919) {370 3%0) (954.792)
A7 38T 18,928 383,260 424 208 A2 B 916,586
96,957 30,164 &S50 4 %15 136422 264, DNk
144,338 49,092 3H3,910 79053 179,531 1,155, 50
uss,ﬁss;" s osszm| Gooe {164, 580) (B4R 200)
152,277 49,329 T26 I E5T 149025 355,214
{6, AGR) 3993} (1602} (06219 (15.555) (493 076)
{57771} (22.324) (28,239 (62.755) (64,891} (235 BH0)
{72.939) (ZL78)  {113,5T4) (75,200 {B4.363) (3037
(137,11%) (ATEI)  (MZTFIS)  (447,174) (164809)  (1,099A426)
7210 1,482 ®1,195 (1%,151) 14472 b, 165
a6, 5
I2 BU%
(12 489)
1,50
194,976
549, 51K 55,7001 75,850 71 966 SIS 1376, 280
1 A8, 1
1 E60, 586
ART Tt (36,291 W 348 1E 951 YT, 564 1,562 338
1,298, 148
Zﬂsﬂﬁ
Fair valoe
Held 1o Available  throogh profit
malurily Tur sale o o Total
T {Rupees in thousand)
53,141 124,353 =01 753 TR TTT
583 555 635,777 1219332
GH00)  (51532)  (2086491) (2441423
39,554 2,194 41,748
{328) (326)
49815 395,93“ 352 363 TR, 108
. 141,263 1459320 1,600,553
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M Risk mamagement
The primary ohjective of the Company's risk and fmancial management framework is o protect the Company's shanshobder from the evenis that binder the
susizinable achicvemeont of Gmancial porformance objoctives, incloding failing 1o exploit opportunitics. Koy manogement recogniacs the onitical imporianos
of having efficient and effective risk monsgement sysiem in pleoe.

The Company's risk g function is carried out by the Boerd of Directors {the Bozend), with its: cialed ¢ i This is suppl 1 with a
chear orgamizaional stroctse wilth docomenied delegaied asiborities and respomsshilities firom the Boand of Directors o the Chicl Exonstive Officer and
OO IMANERETS .

The Dinand of Direciors meets regularty io spprove any commescial, regulatory and organivational decissons. The Chicfl Exeoutive (MBcer under the amthority
delegated fom the Bosrd of Dircciors defimes the Company's risk and its mtorpretstion, Emit strochere 1o ensure the appropriate quality and diversification
of asscis, align undereriting and reinsurance straicgy W the corporie goals, and specify roporting roquinrcment.

The risk faced by the Company and the way these risks are mitigated by L ane iz bebow -
aj Financial risk, caiegoreed inko ;
Crehit risk noe 36 0.1
- Licquidity risk nobe 36.1.2
Marked risk - onte 36.1.1
b Capital adequacy risk e 562
cl Insaranon risk nobo 363
L | Financial risk

The Company's activities cxposes it i a vamsoty of fmencial nisks: oredil sk, ligoidity risk and markot risk | mcluding mierest § mark-op mie risk
and price rsk ).

The Company's principal financial risk instrements are financial investments, roocivables arising ffom insEnce and reinsurance. contracts,
statiinry doposits and cash and caxh equivalenis. The Company's does nod enber into any derivative ransactions.

The Company's fimancial sk focuses on the unpredictability of f ial markels and seeks bo mimmice potential sdverse effects oo the Gnancal
periormance. Financial risks arising from the Company's financial asscis amd lizhilitics arc limiled. The Company consisiently manages iis
expnare b financial risk withool any material change from previous period i the menner described in mobes below.

3611  Credit risk
Credit risk s the rizk that arises wilh the poasibility that one party o 2 linancial instroment will fil o discharge s obligation and cause the oler
party o incur a financial loss. The Company atiempes to comtrod credit risk by monitoring the folllowing:

2]  Crodit worthiness of comnbor party;
b}  Seclor wise conconbration of counter party; and
¢l  Aging anabysis af coumler party.

The casrryimg amoumn ol Gnancial assets which represents the maximom crodil expoare, 3= specified below:

7 Hilé

Finamcial asscis {Ropees in thousand)
Ttank halances -node 36.1.1.1 TELART 37,395
Investments 5Td 441 TR, 108
e fiom insurance contract halders note 36.1.1.2 536,204 571,359
Amaumnt duc foom odher insurers | reinsurers node 36.1.1.3 112,750 136,248
Accrued mvestment income L047 246
Reinsurance recoverics against oulstanding claims -node T6.1.13 IRR AN 07 497
Loans and Other receivahles 13519 7,005
B TTY TS FILT N
3. L.L1  The oredit quality of Company's bank balances can be assessed with reforence to exiernal oredil mtings as folbows
Rating Raimg
Short term Long lerm Apency 017 M6
{Ropees in thowsand)
Dank Alalsh Limited Al Ak PACRA GIEATS 17827
Hahib Bank Limited NiA AAI JRVIR 163 6419
Tho Bank of Punjab Al AA PACRA 15 1005
Silk Mank Limited Al A IRV 2 |
Surmmil Bank Limited Al A KRVE TdAR2 AT
Mahilink Micro Finance lank Al A PACRA L8111
Farai Tarkiati Bank Limited Al AAA RV 16,744
NRSF Microfinance lank Limited NiA A PACRA 4460 31.x72
Khizshhali Microfinance Rank Al A KCRVIR 3,064 |
Tl ART 173,395
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Jil2

3l

The mansgement monitors exposure to credid sk in premiem receivable arising fom insurance and reinsumnce contracts, trough regular review
ol credil exposure and prsdent ostimaies of provision §or doubtfid reccivables. The provision for dovbtfol receivahles amounting o Bsx 18 5%
million (2016 Bs. 14.35 million) is shown in note 11.1. The Ggures shown below are exclusive of any provisions made durimg the yoar. The
manzgemeni i of the view that it is noi exposed o significant conconimbion of credst nsk as its fnancial esseis are adequicly diversified in

Secior wise anabysis of due from mesrance coniract hodders bol onpaid = as folbows 17 Mle
{Rupees in thousamnd)
Financial mstitulions 138043 154,328
Telecom secior 19 448 T4, 607
Fonds & heverages 4 Rel 452
Personal Goods 12,841 15,TH6
1lealth T.251 4691
Textile TERH 123,362
Oithers imchuding misceflancous oy, W 206,495
554 80k 585,711
Provision for impairment of
ivables from & comtract hodd {18.504) (14,357
36214 571359

Thee aging analysis of premiwm doe bei eopaid can be assessed with the following:

T 216
Related pariies thers Todadl Rebied parties b Total
Up to 1 year 717 419,291 536467 167 639 381,322 568,941
1-2 years - I, 362 16362 BAS3 23685 32,538
23 years = 1,826 1.88% 2407 2,407
Orver 3 years - 93 3 IR0 1,E05
7,176 437,632 554 808 174 492 409,219 585,711
The oredit quality of ammmi due from other insurers { reinsorers and remsranoe e % against ding claims can be assessed will
roforence i external mtings as ollows
Reinsurance

Amount doc TCCOVET e

[firesm ather apxing

4 r fing

TEENEUTERS claims Toial

- (Rupers in thoasand) - -
As at 3 December 2007
B or above {imchading FROL) 112,758 IRE AN 501,184
BBE and BRRY . :
112,758 IRE A4 501,084
As ut 31 December 2006
B or above (inchading PRCL) 131,954 307 AS5 439,409
BBE 2nd BIEY 4,294 42 4,136
114,248 307 497 443,745

The crodit. risk of noinsumnce nec ios EEEinel ling claims can be d with the following ape analysis, osii lin a

oonsisiont with the provision for omsianding claims. in accordinos with the reinsurance contracts:

The apo analysis of roinsuanos agminst cotsonding claims is shown bolow:

T 2006
Reimaramce Remsurance
apainsl ol anding against ouistanding
oaisianding claims anubsiarsding claims
clmims claims
mrmmm « v wme e o (Ropoes im thowsand) - - -
Upie | yoar JIHLEST 4554146 21417 ITL981
1-2 yemrs 1468 R 26636 &0, 08
2.3 years 6,199 11458 30484 15, M43
Oiver 3 yoam SEIIR ETEM 2R 060 F1.5M9
IR8 434 S&R AW 307 497 485,892
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B0 Liquidity risk

Lirgmidity risk is the risk thal the Company will not ke able to meot bis Grancial ohiigations == they fall doe. Prodent Bqidity risk moncgemeent
implics mainixining sulficient cash and marketahle secorities and the availshility of adequaie funds through commitiod credst Ecilities. The
Company fnances its oporations throogh oquity and waorking capital wilh a viow io maintaining an appropriaic mix botweon yarious soorces of

finance o minsmiae risk.

O the halance shoel date, the Company bas cash and hank deposits and readily markeiahbe socurities with imsignificant change in value of Rs
T65.2 59 milliom (2016 Rs. 374. 740 milBon) and Bs. 428 581 million {201 6; RBs. 352263 millicn) respoctively.

The able below amalyses the Company's financial lishilitics mio relevant matrity groopings based on the remadning period at the balance sheet
daie b contrachss] maturity deies. The amounts disclossd inibe table ame the contracios] endiscomnied cash Gows

w17
Madurity Mlatwrity
Carrying Coniractmal wp o ome afier ome
amoael ash ffows year FCEr
e G {Rupees in thousand) - - - - - <o - 2o oanas
Provision for ootstanding claims SERE91 568 892 SHE_E92
Amoimis doe o other nserers [ reinsurers 74T 397347 47347
ithser crediionrs and sconals J0R 01 JoE 0wl J0E.B01
1,274 248 1.274.248 1,274 240
016
Matority Maharity
Carrying Condractual up i ane afier ono
amount cash flows year yoar
Prowision for cuistanding claims 485 292 485 o2 485,892
Sumsounis due bo other nesrers / roinsurers IR 208 SR 208 381208
Accnsod expenses BAE07 24,807 B4.507
(hbser creditors and accrmils 126,745 126,745 126,745
1,07R 652 1, 0TE 52 | OTR652

3613  Market risk

Market rigk & the risk that the fxir value or folure cash fows of & financial instnemend will Buctuste 3s 2 result of change in market prices such as

The Company & exposed to market risk with resped, 1o its benk balances deposits and investments.

The Compamy Emits markel risk by mainizining a diversificd porifolio of monoy market and equity markei and by contimsous momitoring, of
developmeonis in respective markets The company has formdsted a igoidity risk hased nvestment policy approved by the Board of Directors
which conilains varkous guidclines for mvestmont of ssmples funds: in mosey market and oquity market.

36131 lImbterest rate risk

Imicrost mie risk is the risk that value of 2 fmancial mstrumend or fubere czsh Bows of a fGnancial metmumeent will Auctuzic doc by changes n the
markel intorest rates. Floating mie instruments expose the Company o cash Jow intorest risk, wheress finad inlerest rmaie instroment sxposes the
Company o fair value mterest risk.

SReositivity bo interest mile risk anises foom mismalches of firancial asets and Eabilitics that mahsre or re-price in 2 given perid. The Compamy
manxges these mismatches throwgh risk managemeont sirategies where significant changes in gap positson can be adjusied

A the balance sheet date, the imteresd mle profile of the Company's significant imersst bearing financial instnsmenss was as follows:

T Carrying amoonis Carrying smoumnbs
Effective Imi=rest M ntwrity mp is one year Mzturity after sne yesr
rale T 2006 T 2016
] {Ropees in thomsamnd)
Fimancial msseis
Bank balances LT5% o R 35K SRTEN1 373,395
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Carrying smommix Carrying amoamis
27 Muturity wp o one year Matority sfler one year
Effective Inferest 7 2006 T 2006
rae {Ropees in thowsamd)
1
Invesiments
Money markel finds 4.586% oo 6 16%
PIs L7E% de NOIT% 15,000 24,000 25,000
T.Mills 5.85% te 599N 4R 381 352 363
Semsitivily analysiz

The Company docs ol acoount. for any fixed b fmancial asseis and lishilities 21 i vahee through profit or loss. Thercfiore, a change in inbonest
ratn willl not. offoct fair vahse of any fmancid instrument. For cash flow scesitivity analysis of varable reie instrements a bypothetical change of
100 hasi poimds in mierest mies 3 the reporting date would hawe increased [ {decrossed) profit for the year by the amounis shaown below.

It is assemed thal the changes oocur immedizicly and wniformly to cach caicgory of insirumeni contaiming inborest rade risk. Yariations in markol
intoresi radns could produsce significant changes at the me of carly repayments. For these reasons, achsl results might differ from tbnee reflecied
in the dotails spocificd below. The analysis assumes (hat alll other variables remain constant.

Increase Decrease
by 100bps by 100 by
Impact on profit end ke {Rupees in thoosanad)
As at 31 December 2007
As at 31 December 2006
Cash Row sonsitivity- varishls rabe fmancial assets 1,289 (3289

36132 Price risk

Price risk represents the riske thal the fair vahee of 2 fmancial instroment will focioste becawss of chanpes in the markel prices (other than those
amising from interest [ mark op mie nsk or currency sk, wheiber those changes arm cassed by faciors specific io the individonl fimancial
instnamend or ils issoor, or f@ctors affecting all or similar financial mstrumeonts mded i the market. Company is cxposed b price risk snce it has
investmenis amounting o Bs 549.43 million (2006: Bs 69613 million) al the balance sheet daie. However the Company bas mo significant
cancentration of price risk.

The Company's sirsiegy is to bold il simbegic equity mvestmeenis for long period of me. Thus, Compamy's management is ol conoomod with
short lorm price Aocioalions with respect o ils simlegic investments providad thal the onderdying business, economic and monspemeent
characterisics of the i remsain hi

Semsitivi bysi

The tzhbe below summarteres Company's equity price risk as of 31 Decomber 2007 amd 31 December 2006 and shows the effects of a bypothebcal
10¢%% iincrease and a 1% doonoase in markel prices 25 at the year end. The scbocied hypothetical change does not refloct. whad could be considerod
in be the best or worsl case soenarios.

The impact of hypothetical change on held for rading porifioBo would be s Folllews:

Estimated fair |1y pothetical increase/(decreass}

Flypothetical value afier in
price hypothetical Profit afier tax
Fair valne change  changesin price
{Rupees in thoasanad)

i Decemhbers 2007 Available for 120853 10 incresse 132938 12885 B2IE
sale 10% decrease 108,768 {12085 (B 218}

Tleld fiar 428 581 10 increase 4T1L AW 42,858 29,144
trading 10% decrease 385.71% {42 858) (29, 144)

3 December 2006 Available  for 355930  10% increase 435,513 39,593 23,961
sals 1% decrease 356,317 (39,593 (23.961)

Held for trading 351363 10 incresse 387,559 35236 23,961
1% decroase 317,127 (35,235) {23,961
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36033 Cwrrency risk

Currency risk i the risk thet the fair value or fisure cash Gows of o fnancial mstromeont will flecwate becanse of changes in fordign exchampe
rales. Cumency risk arises mamly from foture commercial ramsactions or eocivables and payables that exist due i rasactons in foroign
currencics. The Company's caposure o exchange mic fuchation risk @ nsignificant s il bold isbilitics of 115 § Nil & ot 31 Decomber 2017
(20162 TS § Ml

36134 Fair valoe of insncisl instromests

Fair value is the amount for which an asset conld be exchanged, or a liabifity ssttled, betwoeon knowledgmahle, willing partics in an arm’s kength
tramsactson. The carrying vahses of all fnancial assels and financial lisbilities approximats thesr fir valoes, except for certain debi metruments
fechd. The fair values of fmancial instnsments are dischosed innoto 37 to thesc financial statements.

3.2 Capital adequacy risk
The Company’s abjoctive when managing capital is &0 safeguand the Company's ability to coniinee as a going concern so thai # can continoe o

provide retems fior shanehalders and benefits for otber siakehobders; and I maintain o siong capétal base iy seppor the aestyined development o
s businesses.

The Company manages its capital sireciure by mondloring rebom on net asseds and makes adjesiments: io it in the light of chanpes in soonomic
conditions. In onder o maintaim or adjost the capied structure, the Company may adjes the amoont of dividosd paid o sercholdors or issue now
shames.

The Company’s current paid-up capital is in sccordance widh the limit prescrebed by the SECP vide SRO 89 (103017 .

In mdditinn, the Company is also required o maintain minimmm =olvency in accordance wilh the rubes and regulations se4 by the SECT which ane
fully met by the Company.

33  Insurance risk

The Company's i aotivities are prmarily concemed widh the pric plance and I of rsks from s cssiomers. In
mmﬁfmummmhmimﬂwmmﬂsmbﬂ | d amd dled. Disciplined
mdﬂmw{mrdmrdeEBgMummmlu:thhfmlmTbefhtp:ny

manages Lhese risks through its enderwTiling siraiegy, ade) T and proactive claims handling.

The company is facing three kimds of risk in is insurance activitics, namhy;

Promium Risk -nole 36.3.1
Claim Risk node 36.3.2
Femsurance Risk nole 36.3.3

2631  Premiom Risk

mm;mmnmiﬂmmmrﬂsmwﬂmhmnfmﬂmnﬂﬁim}m
geopraphy. Pricing s generally based upon sk qualsty, hisiorscal clams freg bes, claims ages, adposied for mifation and mmposibon of
doductibles. Risk inspociions swrvcys are alse condscied befiore acceptance of lager risks. Underwriting limils and gaidelines are im placo o
mﬁumrﬂﬂmm hmmhwmmﬂﬁm inmumnce o walk in mdividial costomers. [lealth

is @ iy affiored to comporalo oest with a large iom 1o be o d under the policy.

The Company manages the insuranos risk arising from the peographical concontraison of risk with the belp of various MIS reporis generated from
the IT sysiem. rwﬂuml'pmﬂmmumnmzmhﬁgmmmm;mmdmhﬂ'qmﬁr
example, for catastrophic aggregates, the T syst i peographic CRESTA (Catasirophe Risk Fvaluating and Standardiring Target
mm}mmmﬁmm&nﬂ:ﬂﬂmmﬂmfmnumpmhbmmumﬂwhhm
risks, complete underamiimg deixils, besdes somes issured and premiumes, like vessel identification, voyape input {seaficmband transit), sailing
dates, origin and destination of the shif per camy limits, eic. are fed into the TT sysicom.

The Company also maonilors concentration of risk by cvahating multiple risks covered in the same geographical lomtion. For fire and proporty
risk a particular huilding ond noighboring, buildings, which could be affected by 2 single claim incident, are considered 25 a ximgle kocation. Far
maribqumke risk, a picie city is classified as a single location. Similarly, for manine risk, mulliple risks covered in a single wessel voyage an

comsidend as a single risk whils assessing concentration of nisk.

The following table demonsiroes the cless wise conoentrtion of risk on the basis of sm mamed:

(i sum imsored ‘Net sam insured
m7 & 7 b 1111
Tiire 45% £ 1% 6%
Mdarine P % 9% %
Matar 5 e 15% 15%
Teakh 4% Li- 4% A%
Ohers inclodimg, misoollaneos 1% 15% 1% R
10 100 10E%s 1008
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3632

1633

The follvwing table demonstrates the clas wiso concentration of risk on the basis off poemiom :

T 2006 T 2016
Fire 18% 23% 4% )
Warine B T L1 o
Motor For i M 1T 1%
Thealth 4% 24% 420 A
Obers including miscellanoouws % 260 15% 5%
T o o0 o

Claim Risk

Une af the purposes of imsumanoe is o cnable poficyholders o protect themseives against inceriain fistsre ovenis. Insumnce companios aooopt the
lmd'zrnl'mtgﬁ'm[mb:_ﬂ:nldusmdmdhﬂmwhmwmmﬂmmmmm

is by i in the & l 0 panics and can be chamacieriord under a nomber of specific
I:lud.mg;.mi:hz

= Uinceriainty a5 to whether an event has ocourred which wonld give rise io an msened loss.

= Uncertainty = o the axico of poficy coverage and Emits applicable.

= Uncertainty s to the amount of inserod loss sufforod by a poficyhokder as a result of the event ccomng,
= Uincertainty over the timing of a setibement 1o a policybolder For 2 loss suffened,

Therefore the ohjective of the Company is is ensere Lhed sofficieni reserves are available o cover these uncerizinties and in case of any change
esitmation dse i further devel om uncerixinty or change on asssmptions, Company account fior that change immodiabely.

Claims provisions are determined based upon previous clamms cxpericnce, the knowledge of cvents and the torms and conditios of the rolevant
pnl:l:lumlm1ﬂu]'m.l.bmnFumquhlymhmuwmﬁnmhmndhmﬂ:hmmmh
shoald be emphasized that conmot evidence obiaimed from as wide 2 range of sowrces as possihle akbso contnibuie io form tbe overall
csiimale. Larpo claims mpacimg cach relovant besiness diass ane pencrally assessed soparatcly, being measured ab the &oo vahes of the sarveynr's
estimates.

Comqumy has reasonably accounisd for clasmes thail bave ooosmmed by the emd of the reporiing period but remain unsettled @nd for those: thail may
have ocourmed bul bave nol yet been notified o the company and those that are not yel app i the @ i The Company's palicy for
sccounting of its claims bos been disclosed i node 4.14 to the financial staicments.

Semsitivi Iy

The risks associated with tho insmEmance contracts are complex and subject @0 2 member of vamishles which complicaie quantilstive sonsitivity
analysiz. The Compamy makes sarcus pisons amd iechniques based on past clymes development experience. This includes indicalions soch
a5 average cloims oosl, ultimaie chims sumbors and cxpocted boss miios. The Compamy coosidors that the lability for insuance claims
recognived in the balance shoot is adeguate. However, actual expericnoe will diffior from the expocied ooicome.

Az the Company enlers nbo shorl [erm irswance contracis, it docs nol assome any significant impact of chonpges im market conditions on
unexpired risks. Nowever, some nesulils of sensitivity besling are sol oot below, showing the impact on profit bofione lax net of reinsurance.

Underwriting result Sharchalders' Equity
w17 2004 017 016
---------------- {Ropees in thonsasd) - -« -« covcnnnnnnas

Fire 1576 641 1,383 4422
Marinc 152 309 246 2,754
Woioe 18875 16,090 12653 111,022
Thealth 151 58T 30,632 176,111 211,281
Others including Miscellanoous 0,200 1,556 14,140 10,733
02,190 49,308 04 533 340,272

Reimurance rick

The Company purchases reinsuranoe os part of is rsks mitigation pmgram. Reinsumnce ceded is placed oo both proportional and non
proportional basis. The majority of proportonal reinswrance i quota shere reinsurance which @ taken oot o redsce the oveall exposure of the
Compamy i conain classes of hosiness. Mon-proportional reinsurance is primarity oxoess of loss roinsuranoe dosigned to mitigate the Company's
nel exy (L phe bomes. B son Timiits for ihe excess of loss vary by product line. The Company alss aranges the kocal
amnd foncign faculiative reinswrance as part of its risk management strategy.
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5 Fair of
Far valoc in the prcs i woold be ooovod e il an oac o pesd o o a Gabstiy moan mdohy bdwem markol T wihc duic.
b shrtion nof iz valoe o Plicn b the cormpmey o @ po avscem sl here o o iRcnion o 0 ol iy e sk nf i perss o (o ek 1 e p—
A fmncal meicsrecnt i ropdod = qunis] @ sdeve kol i -quoted priccs s ey sl ropolady aveibilc o s cxchugs doler; brokber, sdostny prosp, pocop schice, s egruitlony spocy, and dhoss prcs: ropoosnl ackal
wnd eoplart ki i o e armx keapth b
RS ) Fair Valec ey the coropny o ceoaly i wic somsooois el G ke Mowchy tol oo e S peifoce of e oz ol 0ok the oo of B valss oy snd b e
{nficrering fovcis:

{Josicd prcos |usdpsiad] @ acliec mark i For dkoelcll soct: o kbbb (Lowd 1)
Ipurize nither Eran quotcd prices mchdcd witin loecl 1 lal = i ervahic for the aec i deooily (i i, doved e pncc (o T
Iy for the moect o bty thol aee sl beoed on okl oiocd duia o . emebedced) vop {Lovdd 33

Tearmier hetween lovel al the o vaboe Bicrarchy sre meeopred o the crd of the rporting pord denop which e donpes e ooosred.

A syt — Fair valing
Faar vaimo Mecoivadeon smd ank amd (L=
Argilablc  Sreph proéi o s o Feemscad camki Bmnmond
foar wmie oris sty s _mmralceh kb Taial Lovel | Rowdl?  Loweld  eisd
31 [herzmiser 2917 Mot iy R o T e
Fimaacral srras - memsares ai far vaivs
limwenimneni - Fouity scourities | Dbl Secmnily Tk 128088 ATRSE - - - - B A £ =
Famaacr array - mar s o fur eeisn
lirctr - Licksl sooanics A - - 5 pan - - - 25008 - - - -
1 smare wred ey roczivabic® 1 > > E s F 51w £ 5 £ =
lomssscs  wmswEnce rocrivehics
- mmrord and conmidered pomd® dif - - - [ ER IV - - [0} - - - -
' o apaing diny, claim* £ : : ¥ SEAS z & A 2 z = .
U el ok 14 - - - - Tl = - TS, 259 - - - =
‘Heemll wemsie pf Winskre 1 skafid serabars- ©porsor's Fami®
i - - R— = ot I T S S W —
e — | LA - " = = =
Fmaacn dah arared & fer salae 3 5 E = F - E = . % 2
Stecind iy e seowm sl el finiy ey
| mderwriing provanon agms = = = o e o
ouiximnckng: clams mcluday (ESRY L - - b N2 Sall WYD = = =
maroeser | reimromnce poyshlo® Fil - - 147 AT - - -
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3 Number of employees

The number of employees of the Company are as follows: 2017 2016
Average number of employees during the year 209 214
As at 31 December 116 217

40  Corresponding Ggures
During the year the SECP vide SRO B9{1¥2017 dated 9th February, 2017 has issued Insurance Rules, 2017 (the
Rules), which requires every insurer (o prepare their financial statements as per the presentation and disclosure
requirement prescribed in the format, in view of the applicability of the Rules, the Company has changed the
presentation and disclosures of the financial statements and recorded its investments as per TAS 39, which was
further explained in note 4.1.1 and 4.1.2.

41 Date of asthorization for issue

These financial statements were authorized for issue on February 25, 20018 by the Board of Directors of the
Company.

41 Gieneral

Figures have been rounded ofT to the nearest thousand rupees unless other wise stated.

o

WYY [l

Principal Officer and
Chief Executive
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

KPMG Taseer Hadi ® Co. Telephone + 92 (42) 3579 0901-6
» Chartered Accountants Fax +92 (42) 3579 0907
= o
Wiggt L 1= 2nd Floor, Intemet  ‘wwwkpmg.com.pk
Servis House
2-Main Gulberg Jail Road,
Lahare Pakistan

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 Alfalah Insurance Company 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 2017, 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 monogement

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. It 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 I ndence and ity 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 procedures regarding compliance with
ethical requirements, professional standards and applicable legal and regulatory requirements.

Dur 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, Assuronce Engagements Other Than Audits or Reviews of
Historical Financiol Information issued by the Intemational Auditing and Assurance Standards Board, That standard
reguires 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 judgement, including the assessment of the risks of material non-compliances
with the Takaful Rules, 2012, whether due to fraud or error. In making those rish 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
Tahaful 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.
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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

The procedures performed included:

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

Evaluating the governance arrangements including the reporting of events and status to those charged with relevant
responsibilities, suchas the Audit Committee / Shariah Advisor and the board of directors;

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

Review the staternent of management’s assessment of compliance of the Takaful transactions during the year ended 31
December 2017 with the Takaful Rules, 2012.

Conclusion

Our conclusion has been farmed on the basis of, and 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 2017 presents fairly the status of compliance of the Takaful
Operations with the Takaful Rules, 2012 in all material respects.

IV Ve Yedl A (.

Lahaore KPMG Taseer Hadi ® Co.
Chartered Accountants
Date: 25 February 2018 (Bilal Ali)
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Shariah Advisory Report to the Board of Directors
For the Period 15t January 2017 to 315t December 2017

The year 2017 was the second year of Alfalah Insurance Company Ltd. (Window Takaful Operations), By launching Window
Takaful Operations (WTQ0), Alfalah Insurance Company Ltd. (AICL) has taken a step in the direction of promotion the Islamic
Economic System and has provided the most awaited Shariah Compliant Takaful facilities to the people of Pakistan.

Progress of the year:
During this period AICL (WTO0) has achieved significant successes, details of whichare as follow:

1.  Under the guidance of the Shariah Advisor AICL (WTO) developed and offered the number of Takaful products of Motor,
Marine, Property, Health and Miscellaneous forits participants.

2 Head Office and all branches actively participated in the business of Takaful in the different locations of country and
by their efforts number of Takaful contracts were recorded in the Head Office branch of Takaful and later on some divisions
recorded the Takaful Policies in their offices.

3.  Significant success has been achieved in the Takaful agreements with Islamic Banks. At this stage, | am thankful to the
partners banks for the confidence they have shown on AICL (WT0O)'s Takaful products. During the year, number of Islamic
Banks enteredinto MOU with AICL (WTO).

4. AICL (WTO) has implemented a dedicated Takaful administration system which manages all operational aspects of
Window Takaful Operations.

5. For the investment purpose of Takaful Funds, a Shariah Compliant investment policy has been drafted with the
consultation of Shariah Advisor and all the investments of Takaful are undertaken in accordance with this policy. Moreover,
all Bank Accounts of Takaful are separate from the conventional insurance Business and are maintained in Islamic Banks.

Shariah Certification:

As Shariah Advisor of AICL (WTO);| confirm that:

= | have carefully reviewed all the products of AICL (WTD) including Wagf Deed, PTF Policies, Takaful Policies and Re-
Takaful Agreements etc. And Alhamdulillah | have found them in accordance with Shariah Principles. Further, | confirm
that the Takaful Policies issued during the year under review are in accordance with the guidelines of Shariah.

» Dedicated Window Takaful Staff of head office, before launching any Takaful product, take guidance and advice of
Shariah from the Shariah Advisor and always develop the Takaful products with consultation of Shariah Compliance
Officer and in accordance with the guidelines provided by Shariah Advisor.

» Segregation of Window Takaful Operations is the essential part of valid Talaful contracts. | am pleased to state that
AICL (WTO) has realized criticalities of this issue and from the day one, Alhamdulillah, all the Takaful Funds,
Investments, Bank Accounts, Systems and other related issues are Hept separate from its conventional insurance
business, as per requirement of Shariah.

= For the fulfillment of the financial needs of window Takaful Operations, Shariah Compliant Funds were arranged and
the expenses of Takaful including the cede money of Wagf were made with these compliant funds.

= Conducting Training and Development is an imperative for understanding the principles of Takaful and its practical
outline. For this purpose AICL (WTO) fulfilled its responsibility and arranged Takaful training for head office and
branches staff, | hope AICL (WTO) will continue this practice in the future and provide these opportunities.

In the end; | pray to Allah Almighty that the passion and dedication with which AICL has launched its Window Takaful Operations;
may Allah Almighty grant us success and help us at every step, keep us away from every hindrance and difficulty, and give
financial success to Alfalah Insurance Company Ltd. (Window Takaful Operations).

Wassalam

Dr. Khalil Ahmad Aazami

Shari"ah Advisor

Alfalah Insurance Company Limited
(Window Takaful Operation)
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement of Compliance with the Shariah Principles
For the year ended December 31, 2017

The financial arrangements, contracts and transactions, entered into by Alfalah Insurance Company Limited - Window
Takaful Dperations ("the Operator’) for the year ended December 31, 2017 are in compliance with the Takaful Rules,

2012

Further, we confirm that:

The Operator has developed and implemented all the policies and procedures in accordance with the Takaful
Rules, 2012 and rulings of the Shariah Advisor along with a comprehensive mechanism to ensure compliance
with such rulings and Takaful Rules, 2012 in their overall operations. 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 Operator has imparted necessary trainings / orientations and ensured availability of manuals /
agreements approved by Shariah Advisor to maintain the adequate level of awareness, capacity and
sensitization of the staff and management;

All the products and policies have been approved by Shariah Advisor and the financial arrangements
including investments made, policies, contracts and transactions entered into by Window Takaful
Operations are in accordance with the polices approved by Shariah Advisor; and

The assets and liabilities of Window Takaful Operations (Participants’ Takaful Fund and Operator’s 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.

N awii.

MASAR US SAMAD QURESH|
Chief Executive Officer
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KPMG Taseer Hadi % Co. Telephone + 92 (42) 3579 0901-6
» Chartered Accountants Fax +92 (42) 3579 0907
i 1_ i i 2nd Floor, Intemet  wwnw kpmig.com.pk

Servis House
2-Main Gulberg Jail Road,
Lahore Pakistan

Auditors' Report To The Members

We have audited the annexed statement of financial position of Alfalah Insurance Company Limited - Window Takaful
Operations ("the Operator™) as at 31 December 2017 and the related profit and loss account, statement of comprehensive
income, cash flow statement and statement of changes in funds together with the notes forming part thereof, for the year then
ended 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 our audit.

It is the responsibility of the Operator's management to establish and maintain a system of intemal control, and prepare and
present the above said statements in conformity with the approved accounting standards and the reguirements of the Insurance
Ordinance, 2000 (XXXIX of 2000) and the Companies Ordinance, 1984. Dur responsibility is to express an opinion on these
statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pahistan. These standards reguire that we
plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates made by the management, as
well as, evaluating the overall presentation of the above said statements. We believe that our audit provides a reasonable basis
for our opinion and, after due verification, we report that-

a}  In our opinion, proper books of acoounts have been kept by the Operator as required by the Insurance Ordinance, 2000
(O of 2000) and the Companies Ordinance, 1984;

b)  Inouropinion:

i} the statement of financial position and profit and loss account together with the notes thereon have been drawn up in
conformity with the Insurance Ordinance, 2000 (OCKEX of 2000) and the Companies Ordinance, 1984, and are in agreement
with the books of accounts and are further in accordance with accounting policies consistently applied except for the
changes as stated innote 4.1 with which we concur;

i) the expenditure incurred during the year was for the purpose of the Operator’s business; and

iii} the business conducted, investments made and the expenditure incurred during the year were in accordance with the
objects of the Operator;

¢}  Inouropinion and to the best of our information and according to the explanations given to us, the statement of financial
position, profit and loss account, statement of comprehensive income, cash flow statement and statement of changes in
funds together with the notes forming part thereof conform with approved accounting standards as applicable in Pakistan,
and, give the nformation required by the Insurance Ordinance, 2000 (XXX of 2000) and the Companies Ordinance, 1984, in
the manner so required and respectively give a true and fair view of the state of the Operator’s affairs as at 31 December
2017 and of the profit, its comprehensive income, its cash flows and changes in funds for the year then ended; and

d}  inouropinion, noZakat was deductible at source under the Zakat and Ushr Ordinance, 1280 (XVIIl of 1980).

The financial statements of the Operator for the year ended 31 December 2016 were audited by another auditor who had
expressed an unmodified opinion thereon vide their audit report dated 23 February 2017.

'8 A % SRV SV (W G

Lahore KPMG Taseer Hadi ® Co.
Chartered Accountants
Date: 25 February 2018 (Bilal Ali)




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement of Financial Position
As at 31 December 2017

2017 2006
(rperator's Participants" Agpregate Agprepate
Fund Takaful Fund
ASSETS Nole  -=---=-----nmn- (Rupeces in thousand) - ---------------
(perating asscts 5 62 - 62 -
Investment - Term deposits & 25 000 25,000 Sk, 0 -
‘Wakala and mudarib fee receivablc 221583 - 21583 33,940
Loans and other reccivablics 5,000 15 5,235 382
Takaful / retakaful receivables 7 - 18393 18,393 B,2ER
Retakaful recoverics apainst outstanding claims - 587 587 o7
Salvage recoverics accmed - 4253 4,253 w03
(ard-c-Hasna to Participant Takaful Fund 25,000 - 15,000 20,000
Dreferred commission cxpense / acquisition cost FES 5,710 - 5.TI0 3,602
Deferred wakala foc 4 - 21,866 21,866 17874
Taxation - payments less provigion = 4ER 488 268
Prepaid retakafol contribution codod 12 - 0,649 (L 2,780
Cash and bank " 23,825 92 208 116,033 114,307
TOTAL ASSETS 107, 180 169 679 276,859 202351
FUND AND LIABILITIES
Fumaly aftributable fo amd Partic,
Operator’s Fusd:
Statutory fund g 50,000 - S, B0 50,000
Unappropriated profit 7.534 - T.534 1800
57,534 - 57,534 51,890
Wag Participons” Tokofid Fund
Ceded moncy - 500 S0 500
Accumulated deficit - {12,912) {LL91Z) {13,707)
- (12.412) (1241Z) {13,207
Liahiliti
Underwriting provisions:
Dutstandiing claims incheding IBNR 13 = 31,074 31074 13,177
Uncarned contribution reserve 12 - 73,721 73,721 51476
Uncarned retakafol rehate I - il hi GRG
(yard-c-Hasna from Operators’ Fund - 25,000 25,000 0
Contribution reccived in advance - Gx2 622 1,369
R takaful / Co-takaful payables 275 12,003 12,278 T.393
‘Wakala and mudanb fee payablc - 12583 11583 33,940
Uncamed wakala foc ') 21,866 - 11,366 17,874
(rther credibors and accreals I 27,505 16,128 43,633 17,753
Total Eabilitics 49646 182041 131,737 163 68
Contingencics and commitments '
TOTAL FUNIDF ANDY LIABILITIES 107,180 169,679 176,850 202351

The annexed notes from 1 to 32 form an integral part of these financial statcments.

(/& /{/ éﬂwﬂ

Chairman Director Director Principal Officer and
Chief Executive
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Profit and Loss Account
For the year ended 31 December 2017

17 2la

Parficipanis" revenue accouni Nole {Rupees in thoosand)
Met contribution revenue 12 136,269 37,063
Met claims 13 (T8,271) {17,913}
Wakala fee 14 {43,135) {16,066)
Direct expenses 15 {21,203) {18,595)
Rebate on re-takaful Ia 3177 1,060
Claims and acquisition expenses (139.432) (51.514)
Underwriting deficit (3,163) (14451}
Investiment income - net 17 529 -
Other income 18 3,429 744
Sarplus/ (deficit) for the year 795 {13,707}
Operators' revenue accouni
Wakala [ee 14 43,135 16,066
Commission expense 19 (9,146) (2. R18)
Manapement expenscs 20 {24,503) (11,023)

9486 2225
Investment income - net I7 235 -
Mudarib's share of PTF investment income 177 -
Other income 18 949 1,958
(Other expenses 2] (2,437) (2.215)
Profit before tax B.A410 1,968
Taxation 22 (2,702) -
Profit after tax 5,708 1,968

The annexed notes from 1 to 32 form an integral part of these financial statements.

= T ol

Chairman Director Director Principal Officer and
Chief Executive




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement of Comprehensive Income
For the year ended 31 December 2017

2017 2016
(Rupees in thousand)

Profit after tax 5,708 1.96%

Other comprehensive income

ltems that will moi be reclassified o profif or loss:
Re-measurement loss on defined benefit obligations (64) {T8)
Total comprehensive income 5,644 1,890

The annexed notes from 1 to 32 form an integral part of these financial statements.




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement of Cash Flows
For the year ended 31 December 2017

0 " b
{2} Takaful activities
Contnibations received
Rotakafull contributson pad
Rolakaful rebate necsived
Clamms pasd
Commssions pasd
Rotakaful recoveres: noomved
Mamagomoni cxponscs
Mot cash {outfllows) inflows from
takalul activilics

(k) CMher operating activitics
Uhher oporalng roceapls’ (paymonis)
Loars dusharsod
Luams ropanyod
Met cash inlkmed {ootlows) fron

wthor opomalmyg activilses

Totsl cash infews! {vuiflow)

From speraling activilies
Invextwrent activities
Profilf retem noocived
Faymend for mvesimends
Fixod capital cxpondiurs
Total cash (satfows) / inflows rem

imvesling aclivities

Fi 5 e

Conirbalion bo uperator fend

Cand-w-Tsma reccived from Operaoc's Fund

Celed moncy

Totsl cash {ewtBow ) inflows

From Enascing aclivilies
Mel cash inflow during the vear
Cash ai the beginning of the year
Cash ai the end of the yesr

Reconciliation fo prefit and less acorunt
Opeoratimg, cash: (lows

o i

Imczrease i azxsols olbor tham cash
Imcrease in Dabadises
Koiom on bank doposits

Mel sorples [ {deficid) fer the year

w7 016
Operalor's Pariicipanis’ Appregaie Uperator's Fund Pariicrpanis’ Appregaic
Funad Takalul Fund Takaful Fund
Rupees in th i]
168,127 168,127 92 ,0ES 92,089
{18,714} (IR.T14) (4,K27) (4,822 )
257 IL5TO 1,269 1269
{60,940) (60,950) 4.543) 4,843),
(E,341) (B341) (2,952) [2,952)
126 126
{30,548) {21,056} (51.604) (6,334) {12,915) {19,249}
{(3E.E89) o073 31184 (9, 2H6) TO,TTE 61,492
{119 {415} (534) (19%) 7 {268)
69,195 (33,356) 15,839 59 (178} {119y
(325} 325)
325 325
69,076 (53,771) 15,305 [136) (251) (38T
30, 18T 16,302 A6 489 (9.422) 70,527 61,105
1184 4,135 5319 1958 T4 2,702
25,000) (25,000) (50.000)
(82) (82)
(23,598) (20.B65) (44.T63) 1958 T4 2,702
50,000 50,060
(5,000} 5.000 {20,000) 20,000
500 S
(5,0} 5008 20,00 20,508 58,508
1,289 437 LT16 21 536 91, 114,307
12536 9,771 114307 -
13,K25 92,708 116833 22 536 91,771 114,307
30,187 16,302 46,489 (9.422) 70,527 G105
20) 20
(4,130 22,164 18054 37,737 30,307 68,044
{21,513} {41,206} (63.319) (28,3405) (115,2R5) (143,590)
1L1B4 4,135 5319 1,958 T4 2,702
5,708 95 6503 1.96E {13,707} {11,739)

The annexed notes from 1 o 32 form an micgral part of ihess mancial stiements.
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement of Changes in Fund
For the year ended 31 December 2017

Operator's Fund
Statutory Unappropriated ;
fund profit oo
{Rupees in thousand)

Contribution made during the year 50,000 - 50,000
Total fiensive loss for the
Profit after tax = 1,968 1.968
Other comprehensive income for the year - (78) {78)

1,890 1,890
Balance as at 31 December 2016 50,000 1,890 51,%90
Total comprehensive loss for the year :
Profit after tax - 5,708 5,708
Other comprehensive income for the year . (6d) {64)

5,644 5,644
Balance as at 31 December 2017 500,004 7,534 57534

The annexed notes from 1 to 32 form an integral part of these financial statements.




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement of Changes in Fund
For the year ended 31 December 2017

Participants' Takaful Fund

Cede Accumulated Total
money deficit e
—————(Rupees in thousand) ———
Wagf moeney / Cede money reccived during the year 500 - S00
Total co nsive loss for the pear:
Deficit for the year - {13,707y (13,707)
Balance as at 31 December 2016 SO0 (13,707 (13,207)
Total co sive loss for the year:
Surplus for the year - 195 T95
Balance as at 31 December 2017 S00 {12,912) {12,412)

The annexed notes from 1 to 32 form an intcgral part of these financial statements.

= T ol

Chairman Director Director Principal Officer and
Chief Executive
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes to the Financial Statements
For the year ended 31 December 2017

i Reporting entity

Alfalah Insurance Company Limited {“the Operator™) is a public limited Company incorporated in Pakistan on
21 December 2005 under the Companies Ordinance, 1984 (now the Companies Act, 2017). The Company is
engaged in peneral non-life insurance business. The repistered office of the Company is situated at 5-Saint
Marry Park, Gulberg-I11, Lahore.

The Operator was granted authorization on 30 September 2015 under Rule 6 of the Takaful Rules, 2012 o
undertake Window Takaful Operations in respect of general takaful products by Seeurities and Exchange
Commission of Pakistan (SECP).

For the purpose of carrying on the takaful business, the Operator formed a Wagll Participant Takaful Fund on
13 January 20016 under the Wagf deed. The Wagf deed governs the relationship of Operator and panticipants for
management of takaful operations.

4 Basis of accounting
21 Statement of compliance

2.1.1  These financial statemenis of Window Takaful Operations ("WTO™) have been prepared in accordance
with approved accounting standards as applicable in Pakistan. Approved accounting standards comprise
of such Intemational Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board as are notified under the Companies Ordinance, 1984, provision of and directives
issued under the Companies Ordinance, 1984, SRO 938 dated 12 December 2002, Circular 25 of 2015
dated 9 July 2015, the Insurance Ordinance, 2000, the Insurance Rules, 2017, the Insurance Accounting
Repulations, 2017 and the Takaful Rules, 20012. In case requirements differ, the provision of and
directives issued under the Companies (rdinance, 1984, SR0 938 dated 12 December 2002, Circular 25
of 2015 dated 9 July 2015, the Insurance Ordinance, 2000, the Insurance Rules, 2017, the Insurance
Accounting Regulations, 2017 and the Takaful Rules, 2012 shall prevaal.

2.1.2  These financial statements reflect the financial position and results of operations of both the Operator's
Fund and Participants’ Takaful Fund in a manner that the asseis, liabilities, income and expenses of the
Operator's Fund and PTF remain separaiely identifiable.

213 On 30 May 2017 the Companies Act, 2017 was enacted which replaced and repealed the Companies
Ordinance, 1984 ({"the repealed Ordinance™). IHowever, the Securities and Exchange Commission of
Pakistan, in continuation to its circular 17, dated 20 July 2017, and press release of the same day, vide
its circular 23, dated 04 October 2017 has clarified that the companies whose financial year closes on or
before 31 December 2017 shall prepare their financial statements in accordance with the provisions of
the repealed Ordinance.

214  During the year, the Insurance Accounting Repulations, 2017 ("the Regulations™) and the Insurance
Rules, 20017 ("the Rules™) were enacted vide SRO 88 and 89 (I¥2017, dated 09 February 2017, and
replaced SEC (Insurance) Rules, 2002. The presentation and disclosure requirements have been
significantly changed under the Rules and the Repulations. Consequently, the Operator has changed its
accounting policies in respect of presentation of financial slatements as explained in note 4.1 of these
financial statements.

REPORT 20 106




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes to the Financial Statements
For the year ended 31 December 2017

Further, the relaxation allowed by SECP to defer the application of International Accounting Standard
(IAS) - 39 Financial Instruments: Recopnition and Measurement' in respect of ‘available-for-sale’
investments has not been carried in these Rules. However, there has been no impact of this change on
these financial statements as the WTO does nol hold such invesiments as at year end.

y oy 2 Basis of measurement

These financial statements have been prepared under historical cost convention except for defined
benefit oblipations under employee's benefits carried at present value. All transaction reflected in these
financial statements are on accrual basis except for those reflected in cash flow statements.

3 Functional and presentation currency

ltems included in the financial statements are measured wsing the currency of the primary economic
environment in which the Operator operates ("the functional currency™). The financial statements are
presented in Pak Rupees, which is the Operalor's functional and presentation currency. All the financial
information presented in Rupees has been rounded off to the nearest thousamd in rupee, unless
otherwise stated.

14 Use of Judgment and estimates

The preparation of financial statement in conformity with approved accounting standards requires
management (o make judpments, estimates and assumptions that affect the application of policies and
reported amounts of assets and liabililies, income and expenses. The estimates and associaied
assumplions are based on historical experience and various other factors that are believed to be
reasonable under the circurstances, the results of which form the basis of making the judgments about
carrying values of assets and liabnlities that are not readily apparent from other sources. Actual results
may differ from these estimates.

The estimates and underlying assumplions are reviewed on an ongoing basis. Revisions to accounting
estimates are recopnized in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
perinds.

The areas involving a higher degree of judgment and complexity, or areas where assumplions and
estimates are significant o these financial stalements or judpment was exercised in application of
accounting policies, are as follows:

Mo
- Residual values and useful lives of property and equipment £2
- Classification of takaful Contracts 46
- Provision for unearmed contributions 47
- Rebate from retakafil operators 4.21
- Duistanding claims (including IBNR) and
reinsurance recoveries there against 414
- Contribution deficiency reserve 415
- Defined benefit plans 418

- Sepment reporting 4.24




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes to the Financial Statements
For the year ended 31 December 2017

3 MNew/ revised accounting Standards and IFRIC interpretations that are not yet effective

LN | Standards, amendments or interpretations which became effective during the year

During the year, certain amendments of new interpretations became effective. However, the
amendments or interpretation did not have any material effect on the financial statements of the
Operator, except for those which has been specifically disclosed in these financial statements.

32 New Companies Act, 2017 and new/ revised acconnting standards, amendments to published
accounting standards, and interpretations that are not yet effective

321 The Companies Act, 2017 applicable for financial year beginning on 01 July 2017 requires certain
additional disclosures.

3121 The following amendments, interpretation of approved accounting standards and annual improvement
eycle will be effective for accounting periods beginning on or afier 01 January 201 8:

- Classification and Measurement of Share-based Payment Transactions - amendments to IFRS 2
clarify the accounting for cerain types of arrangements and are effective for annual periods
beginning on or afler 1 January 2018, The amendments cover three accounting areas (a)
measurement of cash-settled share-based payments; (b) classification of share-based payments
seftled net of lax withholdings; and (¢} accounting for a modification of a share-based payment
from cash-settled to eguity-settled. The new requirements could affect the classification and/or
measurement of these arranpements and potentially the timing and amount of expense recognized
for new and outstanding awards.

- Transfers of Investment Property (Amendments to 1AS 40 ‘Investment Property” - effective for
annual periods beginning on or after | January 20018) clarifies that an enfity shall transfer a
property 1o, or from, investment properly when, and only when there is a change in use. A change
in use oocurs when the property meets, or ceases to meet, the definition of investment property and
there is evidence of the change in use. In isolation, a change in management's intentions for the use
of a property does not provide evidence of a change in use.

- Annual Improvements to IFRSs 2014-2016 Cycle [Amendments to 1AS 28 ‘Invesiments in
Associates and Joinl Ventures® | (effective for annual periods beginning on or after 1 January 2018}
clarifies that a venture capital organization and other simmlar enfities may elect o measure
investments in associates and joint ventures at fair value through profit or loss, for each associate
of joint venture separately at the time of initial recognition of investment. Furthermore, similar
election is available to non-investment entity that has an interest in an associale or joint veniure
that is an investment entity, when applying the equity method, to retain the fair value measurement
applied by that investment entity associale or joinl venture to the investment entity associale’s or
joint venture's inlerests in subsidiaries. This election is made separately for each investment entity
associate or joinl veniure.

- IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annoal
periods beginning on or afler 1 January 2018) clarifies which date should be osed for translation
when a foreign currency transaction involves payment or receipt in advance of the item it relales to.
The related item is translated using the exchange rate on the date the advance foreign currency is
received or paid and the prepayment or deferred income is recognized. The daie of the transaction
for the purpose of determining the exchange rate 1o wse on initial recopnition of the related asset,
expense o income {or part of it} would remain the date on which receipt of payment from advance
consideration was recognized. 1 there are multiple payments or receipts in advance, the entity shall
determine a date of the transaction for éach payment or receipt of advance consuleration.
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IFRIC 23 *Uncertainly over Income Tax Treatments” {effective for annual periods beginning on or
after 1 January 2019) clarifies the accounting for income tax when there is uncerlainty over income
tax treatments under IAS 12, The interpretation requires the uncerlainly over lax lreatment be
reflected in the measurement of current and deferred tax.

IFRS 15 ‘Revenuve from contracts with customers” {effective for annoal periods beginning on or
after 1 July 2018). IFRS 15 esiablishes a comprehensive framework for determining whether, how
mich and when revenue is recognized. It replaces existing revenue fecognition guidance, including
IAS 18 "Revenue’, IAS 11 *Construction Contracts” and IFRIC 13 *Customer Lovalty Programs™.

IFRS 9 ‘Financial Instruments” and amendment Prepayment Features with MNegative
Compensation {effective for annual periods beginning on or after 1 July 2018 and 1 January 2019
respectively). IFRS 9 replaces the existing guidance in 1AS 39 Financial Instruments: Recognition
and Measurement. IFRS 9 includes revised puidance on the classification and measurement of
financial insiruments, a new expected credit loss model for calculating impairment on financial
assets, and new peneral hedge accounling requirements. It also carries forward the guidance on
recoghition and de recognition of financial instruments from 1AS 39,

Amendment to IAS 28 ‘lnvestments in Associates and Joint Ventures® - Long Term Interests in
Associates and Joint Ventures (effective for annual period beginning on or after 1 January 2009).
The amendment will affect Operators that finance such entities with preference shares or with
loans for which repayment is nol expected in the foreseeable fulure (referred 1o as long-lerm
interests or ‘LT17). The amendment and accompanying example state that LT are in the scope of
both IFRS 9 and IAS 28 and explain the annual sequence in which both standards are 1o be

applied.

Annual Improvements o IFRS Standards 20152017 Cyele - the improvements (effective from
annual period beginning on or after 01 January 2019) address amendments 1o following approved
accounting standards:

IFRS 3 Business Combinations and IFRS 11 Joinl Arrangement - the amendment aims lo clarfy
the accounting trealment when an operalor increases its interest in a joint operation that meets the
definition of a business. An Operalor remeasures its previously held interest in a joinl operation
when it oblains control of the business. An Operalor does nol remeasure iis previously held interest
in a joint operation when it oblains 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 penerates the distributable profits.

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

Amendment to IFRS 4 *Insurance Contracts’- Applying IFRS 9 *Financial Instruments” with IFRS
4 (effective for annual periods beginning on or afier 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 introdoce two allermative oplions for entilies issuing
contracts within the scope of IFRS 4, notably a temporary exemption and an overfay approach. The
temporary exemplion enables elipible entities to defer the implementation date of IFRS 9. The
overlay approach allows an entity applying IFRS 9 from 1 July 2018 onwards to remove from
profil or loss the effects of some of the accounting mismatches that may oceur from applying IFRS
9 before IFRS 17 is applied.
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The above amendments and annal improvements are not likely to have any material impact on Operator’s
linancial statements, excepl where specifically disclosed.

4 Summary of signilicant accounting policies

The significanl accounting policies adopled in the preparation of these financial statements are set out below.
These policies have been consistently applied 1o all years presented in these financial statements, excepl for
change in accounting policies as disclosed in note 4.1 to these financial statements.

4.1 Change in accounting policies
4.1.1 Presentation and disclosure of financial statements

As per Insurance Rules 2017, the presentation and disclosure requirements of the financial statements
have changed for companies whose financial year ended on or after 31 March 2017. Consequently, the
formal preseribed in Annexure 11 of the Insurance Rules 2007 has been adopted. Accordingly, change in
presentation and disclosures of these financial information has been applied retrospectively.

4.1.2 Contribution revenuoe

The Insurance Accounting Regulations, 2007, requires the Operator to recognize contribution receivable
under a takaful policy/ cover nole as written from the date of attachment of risk to the policy / cover
nole. Accordingly, the Operalor is required lo accounl for cover noles which are effective as al balance
sheet date. In previous years, the Operator recognized contribution under a policy as written at the time
of issuance of policy in accordance with the SEC Insurance Rules, 2002, The change is considered to be
a change in accounting policy in accordance with 1AS - 8. The impact of the same is nol considered to
be material to the financial statements and accordingly not included in the comparative restated financial
statements.

4.2 Operating assets
Items of operaling asseis are stated af cost less accumulated depreciation and any impairment loss.

Cost comprises of purchase price incloding import duties and non-refundable purchase taxes after
deducting trade discounts, rebafes and includes other costs directly atiributable to the acquisition or
construction including expenditures on the material, labour and overheads directly relating to
consiructions, errection and installation of operating fixed assets.

Subsequent costs are incloded in the assel's carrying amount or recognized as a separale assel, as
appropriate, only when it is probable that fulure economic benefits associated with the ilem will flow to
the Operator and the cost of the ilem can be measured reliably. All other repair and maintenance cosis
are charged to income during the year in which they are incurmed.

Depreciation on equipment is charged to profit and loss account using straight line method 5o as 1o wrile
ofT the historical cost of an asset over ils estimated useful life at the rates mentioned in note 5 after
taking their residual value into account.

Depreciation on additions o operating fixed assets 15 charged from the month in which the asset is
acquired or capitalized, while no depreciation is charged for the month in which the asset is disposed of.
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4.3

Depreciation methods, residual values and the useful life of the assets are reviewed at least ai each
financial year end and adjusted il appropriate.

An item of equipment is derecognized upon disposal when no fulure economic benefils are expected

from its use or disposal. Gain or loss on disposal of an asset is determined by comparing the proceeds
from sale with the earrying amount and is recognized in profit and loss account.

Impairment

The carrying amount of assels are reviewed al each reporting date o determine whether there is any
indication of impairment of any assel or proup of assets. IF such indication exists, the recoverahle
amount of the asset is estimated. An impairment loss 15 recognized whenever the carrying amount of an
asset exceeds ils recoverable amount. The recoverable amount is the higher of an asset fair value less
cost to sell and value in use. Impairment losses are recognized in Operators fund profit and loss.

Financial instruments

Financial assets and liabilities are recopnized when the Operator becomes a parly 0 contractual
provisions of the instrument and de-recognized when the Operator looses control of contractual rights
that comprise the financial asset and in case of financial liability when the obligation specified in the
contract is discharged, cancelled or expired. Any gain or loss on de recognition of financial assets and
liabilities are included in profit and loss account for the year.

MNon-derivative financial asscts

The Operator imitially recognizes loans and receivables on the date that they are originated. All other
financial assets (including aszsets designated as at fair value through profit or loss) are recognized
initially on the trade date, which is the date that the Operator becomes a party to the contractual
provisions of the instrument.

The Operator derecognizes a financial assel when the contractual rights to the cash flows from the asset
expire, of it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all the risks and rewards of ownership of the financial assel are transferred. Any interest in
such transferred financial assets that is created or retained by the Operator is recognized as a separate
asset or liability.

The Operator classifies non-derivative financial assels into the following catepories namely: financial
assets at fair value through profit or loss, held-to-maturity financial assets, loans and receivables and
available-for-sale financial assets.

Financial assets af vitlue th L or liss

A financial asset is classified as at fair value through profit or loss if it is classified as held-for trading
or is designated as such on initial recognition. Financial assets are desipnated as at fair value through
profit or loss if the Operator manages such investments and makes purchase and sale decisions based on
their fair value in accordance with the Operator’s documented risk management of ifivestment stralegy.
Attributable transaction costs are recognized in profit or loss account as incurred. Financial assets at fair
value through profil or loss are measured at fair value and chanpges therein, which takes into account any
dividend income, are recognized in profit or loss.
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Held to mai, | asseis

If the Operator has the positive intenl and ability to hold debt securities 1o maturity, then such financial
assets are classified as held to maturity. Held to maturity financial assets are recognized initially at fair
value plus any directly attributable transaction costs. Subsequent o initial recognition, held-to-maturity
financial assets are measured at amortized cost using the effective mterest method, less any impairment
losses.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an
active market. Such assets are recognized imitially at fair value plus any directly attributable transaction
costs. Subsequent to initial recogmtion, loans and receivables are measured at amortized cost using the
effective interest method, less any impairment losses. Loans and receivables comprise of long term
deposits, trade debts, short term advances, deposits, other receivables and cash and bank balances.

Available for sale financial asseds

Mvailable for sale financial assets are non-derivative financial assets that are designated as available for
sale or are not classified in any of the above catepories ol financial assets. Available for sale financial
assels are recognized initially at fair value plus any direcily altribulable transaction costs.

Subsequent Lo initial recognition, they are measured al fair valoe and changes therein, other than
impairment losses and foreipn corrency differences on available-for-sale delt instruments, are
recognized in other comprehensive income and presented in the fair value reserve in equity. When an
mvesiment is derecognized, the gain or loss accomulated in equitly is reclassified (o profit or loss.

4.4.2 Non-derivative linancial Habilities

The Operator initially recopnizes debl securities issued and subordinated liabilities on the date that they
are originated. All other financial liabilities are recopnized initially on the trade date, which is the date
that the Operator becomes a party o the contrachual provisions of the instrument_

The Operalor derecognizes a financial lability when its contractual oblipations are discharped,
cancelled or expire.

The Operator classifies financial labilities recognized initially at fair value less any directly atiributable
transaction costs. Subsequent to initial recognition, these financial liabilities are measured at amortized
cost using the effective interest method Financial liahilities mainly includes other ereditors and
accruals.

443 Offsetiing of inancial assets and financial liabilities

A financial asset and a financial lability is offset and the net amount is reporied in the balance sheet if
the Operator has legal enforceable right to set ofT the recognized amount and intends either to settle on a
net basis or to realize the assets and settle the liability simulianeously.
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4.6

Impairment
Financial axsefs

A financial asset is assessed al each reporting date to determine whether there is any objective evidence
that it is impaired Individually sipnificant financial assets are tested for impairment on an individual
basis. The remaining financial assels are assessed collectively in groups that share similar credit risk
characteristics. A financial asset is considered to be impaired if objective evidence indicates that one or
more events have had a negative effect on the estimated future cash flows of the asset.

An impairment loss in respect of a financial asset measured al amortized cost is calculated as the
difference between ils carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate. Impairment loss in respect of a financial asset measured
al fair value is determined by reference to that fair value. All impairment losses are recognized in profit
and loss account. An impairment loss is reversed if the reversal can be related objectively to an event
occurring afer the impairment loss was recognized. An impainment loss is reversed only to the extent
that the financial asset’s carrying amount afier the reversal does not exceed the carrying amount that
would have been determined, net of amonlization, if no impairment loss had been recopnized.

Impairment losses on available for sale financial assels are recopnized by reclassifying the losses
accumiulated in the fair value reserve Lo profit or loss. The amount reclassified is the difference between
the acquisition cost {net of any principal repayment and amortization) and the current fair valuee, less any
impairment loss previously recognized in profit or loss. If the fair value of an impaired available for sale
debt security subsequently increases and the increase can be related objectively to an event occurring
alter the impairment loss was recognized, then the impairment loss is reversed though profit and loss,
otherwise it 15 reversed through other comprehensive income.

Non-finagncial assels

The carrying amounts of non-financial assets other than deferred tax assel, are reviewed al each
reporting date to determine whether there is any indication of impairment. 1T any such indication exists,
then the asset’s recoverable amount is estimaied. The recoverable amount of an asset or cash-generating
unil is the greater of its value in use and its fair value less cosis to sell. In assessing value in wse, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessment of the time value of money and the risks specific to the asset. For the
purpose of impairment testing, assets that cannot be tested individually are prouped together into the
smallest group of assets that penerates cash inflows from continuing use that are largely independent of
the cash inflows of other assets or proups of assels (the “cash penerating unit, or CGUT).

The Operator’s corporale assels do nol penerale separate cash inflows. If there is an indication that a
corporate assel may be impaired, then the recoverable amount 15 determined for the CGU to which the
corporate asset belongs. An impairment loss is recognized if the carrying amount of an asset or its CGU
exceads 115 estimated recoverable amount. Impairment losses are recopnized in profit and loss accounlL

Takaful contracts

Takaful contracts are based on the principles of Wakala. The takaful contracts so agreed usually
inspired by the concept of tabarru (to donate for benefits of others) and mutual sharing of losses with
the overall objective of eliminating the inlerest , gambling and uncertainty.
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Takaful contracts under which the Participant Takaful Fund (PTF) accepts significant takaful risk from
the participant il specified uncertain fulure event (the takaful event) adversely afTects the participant are
classified as takafisl contracts. Takaful risk is sipnificant il a takaful event could cause the PTF 1o pay
significant benefits due to the happening of the takaful event as compared to its non happening. Once a
cofitract has been classified as a takaful contract, it remains a takaful contract for the remainder of its
lifetime, even if the takaful risk reduces significantly during this period unless all rights and oblipations
are extinguished or expired.

Takaful contracts are classified into following main categories, depending on the nafure and duration of
takaful risk and whether or not the terms and conditions are fixed.

- Fire and property damape

- Marine, aviation and transport
- Motor

- Accident and IHealth

- (thers including Miscellaneous

These contracts are normmally one year takaful contracts except maring and some contracts of others
including miscellanecus class. Normally all marine takaful contracts are of three months period. In
others including miscellaneous class, some engineering lakaful contracts are of more than one year

period.

These contracis are provided o all types of customers based on assessment of takaful nsk by the
Operator. Normally personal takaful contracts eg vehicle, personal accident, etc. are provided to
individual customers, whereas, takaful contracts of fire and property damage, marine, aviation and
transport, health and other commercial line products are provided to commercial organizations.

Fire and property damage takaful contracts mainly compensate the Operator’s customers for damage
suffered to their properties or for the value of property lost Customers who undenake commercial

aclivities on their premises could also receive compensation for the loss of earmings caused by the
inability 1o use the takaful properties in their business activities.

Marine takaful covers the loss or damape of vessels, carpo, terminals, and any transport or property by
which cargo is transferred, acquired, or held between the points of origin and final destination.

Motor takaful provides protection apainst losses incurred as a result of theft, traffic accidents and
apainst third party liability that could be incurred in an aceident.

Accident and health takaful contracts provides protection against losses incurred as a result of medical
illness, surpical operations and accidental injuries.

Other various types of takaful contracts are classified in others including miscellaneous catepory which
includes mainly engineering, terrorism, worker compensation, products of financial institutions, crop
ele.

The Operator also sceepts takaful risk pertaining to takaful contracts of other takaful Operators as co-
takaful and re-takaful inward The takaful risk involved in these contracts is similar 1o the contracts
undertaken by the Operalor as takaful contracts. All retakaful inward contracts are facullative (specific
nsk) acceptance conliacts.
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4.7

4.8

4.9

4.10

Provision for unearned contributions

Provision for uneamed contribution represents the portion of contribution writen relating to the
unex pired period of coverage and is recopnized as a liability by the Operator on the following basis:

- for other classes contribution written is recognized as provision for unearned contribution by
applying the 1/24th method as specified in the Insurance Rules, 2017

- for marine carpo business, contribution written is recognized as provision for unearned
contribution until the commencement of voyage.

Receivables and Payables related to takaful contracts

Receivables related to takaful contracts are known as contribution due but unpaid. These are recognized
al cost, which is the fair value of the consideration given less provision for impainment, i any.
Contributions received in advance is recognized as liability till the time of issuance of takaful contract
there apainsl

Provision for impairment and write-ofT is estimated on a syslematic basis after analyzing the receivables
as per their aging.

Retakaful contracts held

These are contracts entered into by the Operator with retakaful operators for compensation of losses
suffered on takaful contracts issued These retakaful contracts include both facultative and treaty
arrangement contracts and are classified in same categories of akaful contracts for the purpose of these
financial statements. The Operator recognizes the entitled benefits under contracts as various retakaful
assels and liabilities.

Retakaful assets represent balances due from refakafal operators and retakaful recoveries apainst
outstanding clams. Due from retakaful operators are carned at cost less any provision for impairment.
Cost represents the fair value of the consideration to be received. Retakaful recoveries apainst
outstanding claims are measured al the amount expected to be received.

Retakaful assets are nod offset against relaled akaful liabilities. Income or expenses from refakaful
contracts are not offsel against expenses or income from related takaful assets.

Retakaful liabilities represent balances due to retakaful operators. Due to retakaful operators are carried
at cost which is the fair value of the consideration to be paid.

Retakaful assets or liabilities are derecognized when the contractual rights are extinguished or expired.
Retakaful expense
Contribution ceded to retakaful operators is recopnized as an expense. For retakaful contracts operating

on a proportional basis, on attachment of the underlying policies; and for retakaful contracts operating
on a non-proportional basis, on inception of the retakaful contracts.

Retakaful contribution ceded shall be recopnized as an expense. For proportional retakaful business,
evenly over the period of the underlying policies, for non-proportional retakaful business, evenly over
the period of indemmity.
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The portion of retakaful contribution ceded not yel recognized as an expense is recognized as a
prepayment. The prepaid portion of contribulion ceded is recognized as an assel. Such asset is
calculated by applying the twenty-forth method | whereby the liability shall equal 124 of the
contribution ceded relating to retakaful contract commencing in the first month of the operator's
financial year, 3/24 of the contributions ceded relating to policies commencing in the second month of
the operator’s financial years, and so on

4.11 Commission expenseS acquisition cost

Commission expense incurred in obtaining and recording takaful policies is deferred and recognized as
an assel on the attachment of the related risks. This expense is charged to the profit and loss account of
the Operator's Fund based on the pattern of recognition of related contribution revenue.

4.1  Deferred commission expense/ acguisition cost

Deferred commission expense represents the portion of commission expense relating to the unexpired
period of akaful contract and 15 recognized as an assel It is calculated in accordance with the patiern of
its related unearned contribution income.

4.13 Claims Expense

Cieneral takaful claims include all claims occurring during the year, whether reported or not, related
internal and external claims handling costs that are directly related to the processing and settlement of
claims, a reduction for the value of salvage and other recoveries, and any adjusiments to claims
oulstanding from previous years. Claims are charped to the PTF profit and loss account.

4.14  Outstanding claims including incurred but not reported (IBNR)

The Operator recognizes lability in respect of all claims incurred up to the balance sheet date which is
measured at the undiscounted value of the expected future payments. The claims are considered o be
incwrred al the time of the incident giving rise to the claim except as otherwise expressly indicated in
any policy. Provision for liability in respect of unpaid reponted claims is made on the basis of individual
case estimates. The habiity for claims includes amounts in relation o unpaid reporied claims, claims
mncurred but not reported (IBNR) and expected claims settlement costs.

Retakaful recoveries against outstanding claims are recognized on occumrence of the related claim
liability. These are recorded as an asset and measured af the amount expected to be received.

Claims incurred buf nof reported

Securities and Exchange Commission of Pakistan ("SECP"), through its circular 9 of 2016 dated 09
March 2016, ssued "Guidelines for estimation of incurred but not reported (IBNR) claims reserve
2016" ("Guidelines™) and required to comply with all provisions of these guidelines with effect from 01
July 2016.

These Guidelines require the Operator 1o develop an estimation of provision against claims incurred bat
nol reported for each class of business, by either using “Chain Ladder Method™ ("CLM™) or other
alternate method as allowed under the provisions of the Guidelines. The Chain Ladder Method involves
determination of development factors or link ratios for each period. These are then subsequently
combined to determine Cumulative Development Factor (CDF) which represents the extent of future
development of claims to reach their ultimate level to derive an IBNR estimate.

These Guidelines require the Operator o develop an estimation of provision against claims incurred bt
not reported for each class of business, by either wsing “Chain Ladder Method™ ("CLM™) or other
alternate method as allowed under the provisions of the Guidelines. The Chain Ladder Method involves
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4.15

4.16

determination of development factors or link ratios for each period. These are then subsequently
combined to determine Cumulative Development Factor (CDF) which represents the extent of future
development of claims to reach their ultimate level to derive an IBNR estimate.

As required under the Guidelmes, the Operator uses CLM by involving an actuary for determination of
provision against IBMR. Accordingly, the actuarial valuation as ai 31 December 2017 has been carried
out by independent firm of actuaries (i.e. Nounman Associates) for determination of IBNR for each class
of business. The actuarial valuation is based on a range of standard actuarial claim projection
techniques, based on empirical data and current assumptions ( as explained in preceding paragraph) that
may include a margin for adverse deviation as required / allowed under the Guidelines. The method
used, and the estimates made, are reviewed annually.

Contribution deficiency reserve

The Operator maintaing a provision in respect of contribution deficiency (also called unexpired risk
reserve) on aggregation basis where the uneamed contribution liability is not adequate to meet the
expected future lability, after reinsurance, from claims and other claim handling expenses expected 1o
be incurred afier the balance sheet date in respect of the unexpired policies on at the balance sheet date.
The movement in the contribution deficiency reserve is recorded as an expense / income in the profit
and loss account for the year. The calculation of the provision was previously, being calculated for each
class of business separately, however, the change in calculation does not have any material impact on
currenl and prior years.

For this purpose, contribution deficiency reserve on aggrepation basis is determined by independent
actuary. The actuary determines the prospective loss ratio on ageregation basis and applies factors of
unearned and earned contribulions and uses assumplions appropriale o arrive at the expected claims
setilement cost which when compared with uneamed contribution reserve (UCR) shows whether UICR
is adequate o cover the unexpired risks. IT these ratios are adverse, contribution deficiency is
determined.

Based on recommendation of actuary, the unearned contribution reserve, on aggrepation basis, at year
end is adequate to meel the expected Future liability after retakaful claims and claim handling expenses,
expected to be incurred afier the balance sheet date in respect of policies in force at the balance sheet
daie. Therefore, no contribution deficiency reserve has been accounted for in these financial statements.

Wakala fee and Mudarib Share

The Operator manages the general takaful operations for the participants and charpe the following
percentages of gross contribution as Wakala Fee to meet the marketing and selling expenses (including
commissions ), administrative and manapement expenses:

- Fire and property damage I0%%
- Marine 3%
- Motor 5%
- Accident and [lealth 15%
- (Mhers including miscellaneous 0%

The Takaful operator manages the investment of the Participant’s Funds as Mudarib and charge 25% of
the investment income earned by the PTF as Mudarib Share.

Wakala fee and Mudarib share shall be recognized on the same basis on which related revenue shall be
recognized. Unexpired portion of Wakala fee shall be disclosed as a liability for the Operator's Fund
and an asset for the Participant's Funed.
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4.17  Cash and Cash equivalents

Cash and cash equivalenis are carried in the balance sheet al cost For the purposes of cash flow
statement, cash and cash equivalents comprise cash in hand, deposits with banks and stamps in hand.

4.18  Employees benefit

Salaries, wapes and benefits are accrued in the period in which the associated services are rendered by
employees of the Operator and measured on an undiscounted basis. The accounting policy for employee
retirement benefils is described below:

Porst ey il Bemefily - ed n

The Operator has established an approved pratuity fund for all permanent employees including Window
Takaful Operation’s employees. Monthly contributions are made to the fund on the basis of actuarial
recommendations and in line with the provisions of the Income Tax Ordinance, 2001 and reversed
charged to WTO. The Operator’s net obligation in respect of defined benefit plans is calculated
separalely for plan by estimating the amount of future benefits that employees have earned in current
and prior periods, discounting that amount and deducting the fair value of any plan assets.

The caleulation of defined benefit obligation is performed annually by a qualified actuary using the
‘Projected Unit Credit Method® and latest actuarial valuation has been carried out at 31 December 2017.
When calculation resulis in a potential asset for the Operator, the recognized asset is limited to the
present value of economic benefits available in the form of refunds from the plan or reductions in Tuture
contributions (o the plan.

Actual gains and losses arising from experience adjustments and chanpes in actuarial assumplions are
charged to equity through other comprehensive income in the year in which they arise. Past service costs
are recognized immediately in the profit and loss account.

Following are the significant assumptions being used:

Fer annum
2017 2016
- [Mscount rate £ 750 £.00%%
- Expected rate of increase in salary level 7.95%, 7 00%
- Expected rate of return on plan assets 8§ 250, £.00%

4.19 Creditors and accruals

Liabilities for creditors and other amounts payable are carried at cost which is the fair value of the
consideration 1o be paid in the fulure for the goods and / or services received, whether or not billed 1o

the Operator.

REPORT 20 118




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes to the Financial Statements
For the year ended 31 December 2017

4.20

4.21.1

4.21.2

421

Provisions and contingencies
Pravisions are recognized when the Operator has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required to

settle the obligation and reliable estimate of the amount can be made. Provisions are reviewed al each
balance sheet date and adjusted to reflect the current best estimate.

Where outflow of resources embodying economic benefits is not probable, a contingent liability is
disclosed, unless the possibility of outflow is remote.

Revenne recognition

Participant’s’ Takafuol Fund

Coniribution

Contribution income under a policy is recognized in line with note 4.6 of these financial statements.
Rebate from

Rebate income from other reinsurers is recognized at the time of issuance of the underlying takaful
policy by the Operator. This income is deferred and brought to account as revenue in aceordance with
the pattern of recognition of the retakaful contribution to which it relates. Profit commission, il any,
which the COperator may be entitled to under the terms of retakafil, is recognized on accrual basis.

The unearned portion of rebate income is recognized as a liability. Such liability is calculated by
applying the twenty-forth method, whereby the liability shall equal 1/24 of the contribution relating to
policies commencing in the first month of the operator's financial year, 3/24 of the contribulions relating
to policies commencing in the second month of the operator’s financial years, and 50 on.

For facultative acceptance the basis of recognizing commission and determining the unearned retakaful
rebate is the same as for the direct policies.

Farticipants® Takafol Fund / Operator's Fand

Invesimeni Income

Retum on investments 15 accounted for on a time proportionate basis using the applicable rate of return/
mlerest.

Miscellanevus Income

Retuwmn on bank deposits 15 recognized on a ime proporiion basis @king into account the effective yield

Management Expenses

Expenses of management allocated to the underwniing business represent directly attributable expenses
and indirect expenses allocated to the various classes of business on the basis of gross premium writlen.
Expenses not allocable 1o the underwriting business are charped as other expenses.
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423 Taxation

Income tax expense comprises current and deferred tax. Income lax expense is recognized in profit and
loss account, except to the extent that relates to items recognized in equity or in other comprehensive
incodme, in which case it is recopiized in equity or in other comprehensive inconse respectively.

4.14  Secgment reporting

A business sepment is a distinguishable component of the Operator that is engaged in providing services
that are subject to risks and retuns that are different from those of other business segments. The
(perator accounts for sepment reporting of operating results using the classes of business as specified
under the Insurance Ordinance, 2000, the Insurance Rules, 2017 and Insurance Accounting Regulations,
2017. The reported operaling segments are also consistenl with the internal reporting framework
provided 1o Board of Directors who are responsible for allocating resources and assessing performance
of the operating segments. The performance of sepments is evaluated on the basis of underwriting
results of each sepment.

Based on its classification of insurance contracts issued, the Operator has five primary business
sepments for reporting purposes  namely fire, marine, motor, health and others including miscellaneous.
The nature and business activities of these segments are disclosed in note 4.4 of these financial
statements. Since the operation of the Operator are predominantly carried out in Pakistan, information
relating o geographical sepment is nol considered relevanL

The accounting policies of operaling segment are the same as those described in the summary of
sipnificant accounting policies.

Assets, liabilities and capital expenditures that are directly afiributable to segments have been assigned
o them. Those assets and labilities which can not be allocated to a particular sepment on a reasonable
basis are reported as unallocated corporate assels and liabilities.

4.15  Salvage recoverics

Salvage recoveries are recognized on estimated basis based on past experience and market patterns and
are in line with the recognition of related claim expenses.

4.26  Takaful Surplus
Takaful surplus attributable to the participants is caleulated afier charping all direct cost and setting
aside various reserves. Allocation to parlicipants, if applicable, is made after adjustment of claims paid
o them during the period.

4.27 (ard-e-Hasna
If there is a deficit of admissible assets over its liabilities in the PTF, the operator Trom the Operators’

fund may provide Qard-e-1lasna to the PTF so that the PTF may become solvent as per Takaful Rules,
2z

In the event of surplus in PTF, Qard-e-1lasna from PTF can be recovered by the Operalor over any
period of time without charging any profit, prior to distribution of surplus 1o participants.
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7 2016
OFF FTF Aggregale Apgrepga
5 peraling assely Note ———{Rupees in thowsand}———
Uponing balanoe - et book vahse -
Adddsizons durmg the yoar il K2
Book valoe of disposals during the yoar -
Depreciation changed during the year {20} (2ay
20) 21
&2 - B2 -
51 Additivns dering lhe year
Compuier ogoipment ¥} .13
52 The deprociation charge for the year = al 25%.
[ Invesiment
Term deposits - Ileld Lo mslwrily
Deposils ralarmng wathm 12 months &l 25,000 25 000 50,008

6.l This reprosent. lornm deposil receipls placod with Bank Alflabh Limited, an associabe umdoriaking, carmymng profiil rlos ranging, fom 5.34% o
5.8E% por anmem {2006 mi).

mi7 2016

OFF FT¥ Aggprepsie Aggropaic
T Takalul / re-lakaful receivables Nesfe ——{Ropezs in thousand}——
Contribution dise Fom pabcy holdors - 14,616 14606 7,5
takafinl conbract holdors - {654]) (654)
13,962 11962 T.H5
Amoanl doe from other lakalful ¢ relakafis] of 4431 4431 o3
183493 1E393 £, IRE
B Cash and Bank
Caslt af bamk
Caxh amid ather cqmvalonis T - T
Savings scoounks ol I3 79K 92 MK 116, M4 114,307
1 EI% o2 20K 116,033 114,307

K1 The rate of profil on profil and loss shanng, accounts om bank range fom 3.49% o 4406% (2016 3.79% o 4 A8%) por annem dopemdang
o b sieo of avoape deposits.
a2 Cash amd bank doposits inchede Rs. B5 M millon (20016 Bx. . 11431 mallion) held with Bank Alfalah Limiced,
” Saimiery fumd

Ammnl of Bx. 5 million is deposited 2 sistnlory reserves 1o comply wilh provisions of para 4 of Circolar No 8 of 2014 read with section 11{c) of
Takaful Rubes, 7012 issued by SECE.

17 2016
OFF FTF Aggregaie Aygregaie
I8 (hher credidors and acorualks Mot ———{Hupees in thowsand}——

Federal excise duty 1L1E1 LK1 1,012
Fodemal msamnon foo 504 S04 96
Payable o Alflah Insursnce Company Limited T 20,338 - ZL33R 4, TR3
Taxms payuhic 9 2473 LdKz 455
Aprncy commasswn payable 6,061 - [®12 ] 3339
Accrod exponses [ g Y26 63TR T304 T.671
Payable to Partscipant’s Famd - - 6
Others 171 5,592 5,763 161

17,505 16,128 43,633 17,753

1 This roprosonts payable m respect of common oxponses incurmod by AlGlah Isoanoo Company Limsted on boball of tho Oporator.

w7 2016

OFF FT¥ Agpregate AgErepaie
I  Accreed expenses ——{Ropezs in thousand}——
Tracker cxponse payable - 63TE &37TR 5,680
Bones payahlc 63 GBS 650
Andil lize payable 241 241 315
Sundry cxponses payablo - 1,026
936 6,37 7,304 7.671

11 Conlingencies and Commilments
Theore are me sigmificani contingencees and commimonis as al 31 Docembeor 2007,
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12 Net contribution revenoe

Written gross contribution

Uneamed contribution reserve as at (01 January
Uneamed contribution reserve as at 31 December
Contribution eamed

Re-takaful ceded

Prepaid re-takaful contribution ceded 01 January
Prepaid re-takaful contribution 31 December
Re-takaful expense

13 MNet claims

Claims paid

Ouistanding claims including IBMNR as at 31 December
Ouistanding claims including IBMNR as at 01 January
Claims expense

Re-takaful and other recoveries received

Re-takaful and other recoveries in respect of ountstanding
claims as at 31 December

Re-takaful and other recoveries in respect of oulstanding
claims as at 01 January

Re-takaful and other recoveries revenue

13.1 Claim development

017 2016
(Rupces in thousand)
175,491 98,065
51,476 -
{73,721) (51.476)
153,246 46 589
(20,846) (12.306)
(2,780) -
6,649 2,780
(16,977) (9.526)
136,269 17,063
60,980 4843
31074 13,177
(13,177) -
T8.R7T7 18,020
{126) -
(587) (1o07)
17 -
(60a) (1a7)
78,271 17.913

The development of claims against takaful contracts written is nol disclosed as there is inadequate

claim expenence of the takaful business tll date and clamms are settled within one year.

14 ‘Wakala fee
Ciross wakala fee

Deferred wakala fee as at 01 January
Deferred wakala fee as at 31 December

15 Direct Expenses - PTF

Bank charpes
Tracker expenses
Provision for doubtful debis

27 2016
(Rupees in thonsand)
47,1027 33,940
17,874 -
(21,866) (17874
43,135 16,066
126 36
10,423 18,559
654 N
11,203 18,595
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2017 2016
16 Rebate on re-takaful {Rupees in thousand)
Rebate on re-takaful received 3451 1,746
Rebate on re-takaful as at 11 January 686 -
Rebate on re-takaful as at 31 December (B60) (HEE)
3177 1060
17 Investment income - net
Participant's Takaful Fund
Profit on Term deposit receipls T06 -
Mudarib's fee (177 -
519 -
‘s Fund
Profit on Term deposil receipts 235 -

18 (Oher Income

This represents profil on saving's account amounting to Bs. 3.4 million and Rs. 0095 million (2016: Rs 0.74
and REs. 1.96 million) pertaining to Participant Takaful fund and Operators fund respectively.

T 2016
1%  Commission expense Note (Rupees in thousand)

Commission paid or payable 11,254 6,420
Deferred commission as al 01 January 3,602 -
Deferred commission as at 31 December (5,710} (3.602)

9,146 2H1K

20 Management expenses

Employee benefit cost 201 13,291 3,999
Travelling expenses 862 23
Advertisement and sales promotion 168 240
Printing and stationery 698 423
Depreciation 1,444 924
Amontization T4 65
Rent, rates and taxes 1,5% 1,126
Electricity, pas and water 470 366
Vehicle runfing expenses 1,224 -
Office repairs and maintenance 2,726 2,607
Bank charges - 26
Postages, teleprams and telephone T65 454
Training and development 672 -
Cede money - 500
Miscellaneous 513 270
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2017 2016
{Rupees in thousand)
20.1 Employee benelit cost
Salaries allowances and other benefits 12,525 3,907
Charges for post employment beneflits Toh 92
13,291 3,999

20.2  Manapement expenses include reverse charge from conventional business to the Operator of Rs. 16.90
million (2016: Rs. 4.08 million) under various heads.

2017 2016
Noie (Rupees in thonsand)
21 Orther expenses
Insurance expenses 416 253
Lepal and professional fee 201 -
Auditor's remuneration 211 315 315
Shariah advisory fee 1,320 1,540
Miscellaneous 185 o7
2,437 2215
211 Aunditer's remuneration
Annual Audit Fee 125 125
Half vear audit 75 75
Shanah's Compliance report = 75
Sales tax 14 14
Out of pocket 26 26
315 315

21.2  Manapement expenses include reverse charge from conventional business of the Operator of Rs. (.80
million (2016: Rs 036 million) under various heads.

w17 2016
(Rupees in thonsand)
22 Taxation
Current tax 2,702 -
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007 2006
{Rupees in thousand)
23  Remuperation of head of Window Takaful Operations

Managerial Remuneration 1,950 1,ROO
Leave fare assistance 49 45
Bonus paid 650 555
Charpe for defined benefit plan 86 63
Contribution to defined contribution plan o7 o0
Vehicle allowance 438 438
3270 2.99]
{(Number) —

24  Transactions with related parties

Related parties comprise of directors, key management personnel, associated companies, entities with common
directors and employee retirement benefit funds. The Operator, in normal course of business, carries oul
transactions with various related parties. Amounts due from and 1o related parties are shown under receivables
and payables and remuneration of head of Window Takaful Operations is disclosed in note 23 Contributions
and accruals in respect of staff retirement benefits and other benefit plans are made in accordance with the
actuarial valuations / terms of the contribution plan.

Other transactions with related parties are summarized as follows:

w7 2016
(Rupees in thonsand)
i) Associated Undertakings and other related parties

Contribution writlen 36,957 =
Coniribution received 33313 =
Claims paid 26,069 -
Interest Income 4,335 2,703
Expense charged in respect of retirement benefit plans 208 154
Key management personnel

Premium writlen 23 11
Year end balances

Associated Undertakings and other related partiss

Premium receivable [rom refated parties 4,113 -
Provision for outstanding claims 3,805 -

Key Management Personnel

Premium receivable

All ransactions with related parties have been carried out on commercial terms and conditions.
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15 Segment Reporting - OPF

Each class of businecss has been wentificd as reportablec scgment. The following s a schedule of class of busincss wisc asscis,
tiabilitics, revenue and results have been disclosed in accordance with the requirements of the Insurance Ordinance, 2000, the
Insurance Holes, 2017, Insurance Accounting Regulations, 20017 and Takaful Rules, 200 2-

31 December 2007

Marine,
Fire and TR "
Aviation Accident & .
Property il Muaotor H Miscellancous Tatal

w'l‘n.upuﬂ

{Ropees in thousand})

Wakala foo 2208 1,751 33,704 5272 i 43,135
Commission cxpensc (1,249) (1,052} (6,H14) (18) (13) (9, 146)
Managcment cxpenscs (1,334) (BD5) {17,115) {5,137 (11 {24,503)
(375) {106y LTS5 s 77 9486

Investment income - net 135

Mudanb's sharc of FTF

myvcstment mcome 177
{theer Incomc 049
Urher cxpenses {2.43T)
Prafit beflore tax BA1D
Scoment asscts 3,054 El5 21,543 2622 B2 18,116
Unallocated assets T9.378
107494

Segment liabilities 5,395 2622 25,514 248 91 33,871
Unallocated labilitics 15,775
49,646

31 December 2016

Firc and M.
. o Accident &  Others inchuding

Peporty . -Avahonamd  Moloc Health Miscellancous ot

{Rupces in thousand)

Wakala foc T4 624 14,638 - ] 16, (M6
Commission cxpensc (477} (395) (1,941} - {5) ({2%18)
Manapgcment cxponscs (589) (241) (10, 186) - {n {11,023)
(272) {12} 2511 - (2) 1,225

Profit on bank deposits 1,958
(ther cxpenscs {2,215)
Profit before tax 1,268
Scgment asscts 779 20 17,68 - 7 17474
Unallocated asscis 42,399

60,273
Scgment liabilitics QK 20 17,070 - 12 18,003
Unallocated habilitics 19,734

37,737
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16 Segment Reporting - PTF

Hach class of business has been identificd as reportable scpment. The following = a schedule of class of business wise assets, liabilitica,
revenoc and resals have boen disclosed in accordance with the requirements of the Insurance Ordinance, 2000, the Inserance Ruoles, 2007,
Insurance Accounting Regulations, 2017 and Takaful Rules, 200 2:

31 December 2017

Marine,
Fire amd wd
Froperty .h‘-h:un Mauator :l:d Health Mizcellanenus Total
Damsape Tra
{Rupees in thoeusand}
Contribution  reccivable  (inclusive  of
Foderal Excise Duty, Foderal Insurance Foo
and Administrative Surcharge) 10,875 h, 543 142,181 37228 906 197,833
Foderal Excise Daty (1,233} {B16) (18,383) [56) (113) (20,601)
Foderal Insurancc Feo {ER) (37 (1,219) (369 (&) (1, 741)
Ciross Written Contribution (inchsive of
Administrative Surcharpe) 9,554 5,770 1ZL5T9 3o 803 TRS 175491
Cinosa Direct Contribastion 8517 5,744 121,859 36,803 758 173,681
Facoltative inward contriision 1,037 26 TH) - by 1810
9.554 5,770 122579 36,803 TRS 175491
Contribution camcd 7360 5835 104,242 35,147 hi2 153246
Retakafol cxpense (6,213} (5,304 (4,B62) - (578} (16977}
Mt contribwalion revene 1,127 531 93580 35,147 B4 136,269
Met rebaic on ne-takaful 1639 1,223 198 - 117 31077
Met anderwriting income 1. To6 1,754 99,578 35,147 p 0 130 446
Takaful claims 2 (600) (46,539) (31,636) (82) (TRETT)
Re-takafiol and other rocoverics - 540 i1 - 55 b
Mot claims - (60 (46,548) (31,636) 27} (TR2ITT)
‘Wakala cxpense (2.208) {1,751) (33,704} (3,272) (200 (43,135)
Dircct expense = £ (20,203) 3 = (20.203)
Met inswrance claims and expenses (2,208) (1 B11) (101 455) (360, DRE) (227 (42,5000
Underwriting resulis 558 (57) (LETT) (1,761} (26) (3,163)
Mot investment income 529
Crther Income 3429
Frofit before tax TO5
Sepment asscts 14,136 6477 35314 4,356 Th3 61,106
Unallocated asscts TR573
MIEN
Scpment abilitics 12,836 5,258 114,337 B35 Al 141,672
Unallncated Lahilitics 40419
182091
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Contribution  reccivable  (inclosive  of
Federal Excise Daty, Foderal Insurance Foo

and Administrative Surcharge)

Leas ; Foderal Excise Duty
Federal Insaramce Fec

Ciross Written Contribution {inchosive of

Adminisirative Surcharge)

Giross Dircet Contribation

Contribution carncd
Rctakaful cxpense
Net contribtion revenoe

Mot redate on re-takafiol

Net anderwriting incoms

Takafil lsims
Re-takaful and other recoverics
Mt claims

‘Walala exponse

Dhircct cxpensc

Met insurance claims and expenses
Underwriting resulis

Net investment income

Profit before tax

Bcpment asacts
Unalloeated assces

Scpment liahilitics
Unallocated Eabilitics

Firc and

Marinc,

Proporty Aviation and Muotor H-caltI:& Misccltancoas Taital
Damapc Transport
{Rupoes in thousand)
5903 2481 105,437 - al 113,882
(519) (312) [13,914) - (5) (14,850)
40y (21} (903) - - (965)
5243 2,148 0,620 = 56 PR 06T
4233 2148 0,593 - 56 27030
1010 - 27 - - 1,037
5243 2,148 0620 - 56 8067
2544 2082 41,829 - a4 46,589
(2241) (1806} {5363) = (26) (9.526)
403 1&6 36,466 - 8 37063
555 440 SR - 7 1,060
958 626 36524 - 15 I%,123
- TR (17901} - - (18,020)
- 107 - . - 107
- {12) (17.901) - - (17.913)
(794} (624) (14,638} - (1) {1, 0l
(4] L) (18,592} 3 - (18,595)
(796) (63T) (51,131} - (A1) (52.574)
162 {1y (14.607) ~ 5 (14.451)
744
13,7

5,765 358 2 R50 - ah 29 048
93,030

122078

5539 1,391 65,311 - ] TLe01
42,684

|15£aﬁ
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17T Risk manayemel
The prmary ohyeciive of ihe (perabors nsk and Erancial managomoni frmework = o proéec] the Oporstor’s sharcholdor from the evenils thai hnder
the snsiamablo achiovement of fimancial porformance objectives, imcluding Bilmg o exploil opporumitics. Koy managemenl recogmisces (he oritical
mmportance ol having eflicionl and effective ek macsgemenl system in place.
The Board of Dereclrs mects regubarly (o approve any commaoncial, repokiory and ogancaiionl decsions. Tho Chel’ Excoutive (Ofscer wnder the
autharily delogalod from the Boand of Dimoclors defines ithe Oporaior's nsk and its mberprotation, bmel streclone o eosone the appropralo guality and
daversifiation of assels, alipn omderariting and retakafol grategy (o the corporabe poals, 2nd spoci (v roporting reguiremenl.
The risk faced by the Operator and the way these nsks ane mitigstod by management ane sammarrend below -

a) Fmancial rsk, culegoreeed mio

Chroadit risk noike 27.1.1
- Laguadity msk oot 2712
Market nsk noike 27.1.3
b} Capatal adequacy risk noike 27.2
) Takaful mak noibe 27.3
I7.1 Fimancial risk

The Oporalor's activities exposes il o a vamcly of fimencial nsks: onodst misk, hguidity nsk and marked risk {iscloding mliorest / mark-up

The Uperalor's principal Amanceal nsk s mro l m is, roovivables ansing o akalil and rotakalil oontracts,
slatstory depoits and cash and cxch ogunvalonis. The Oporator does ool onier iste any derivative ieemachons.

The Oporator’s fmancial nsk fbouses on e umprodsclability of Grencial markets and socks o minomise polontial sdvene cliocis on the
fimancial perfirmance. Froancial nsks ansing fom the Oporaiors mancal asseis and labilises are bl The Opealor consstently
manages its cxposure (o [inancial risk wilhoul any mabonial chemge from previoms porod m tbe manner descrbed m noles below.

1711 Credil risk

Credit risk i the risk that arses with the posxsibility that ono party (o a nancial mstooment will Gl i dischange il obligstion and case
the other party o mcor a financial loss. The Oporator sibempls b control credil nisk by monionng the followmg;:

a}  Crodil worthiness of counler party;
b} Sector wise conoomiralion of counler party; amd
c} Apiog anabyss of counber party.

The carrymg amount of fimancial assels which represents ihe maximam cnedil exposore, as specafiod beloars

m7 2006
Finnncial ssxels {Ropees in thooswod )
Hank balances -mee 27.1. 1.1 116,033 184,307
Takaful { re-takaliol recervables -mobe 27.1.1.2 18393 B2ER
Rotakaliol meoovories agamsl oulsamnding claims -mee 27.1.1.3 58T a7
Tonm dopuasiis 50, Dl
185,013 121702
IT.LLT  The oodsl qeality of Operators bank balances can be sssessed with neforence (o exlomal oredl rabings as Gollows:
Raling Railimg
Shorl lerm Long lerm Apency T 20é
(Rupees in (hooswmi)
Bank Allskh [imited Al AA PACEA E5291 114,307
Moecoan Bank Limitod A-14 AN JCR-VIS 15000
Azlkari Bank Limited Al A PACEA 5,715
116,006 114,307
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T2 Tho menagomoni momioes cxposane io onodsl sk m condnbubion: recemvable anssng from: lakafn] and relakafol contracts, throogh regular
meview of crodid cxposure and prudent estimates of provesion for doubtful recervables.

7 patl i
{Rupees in thowsandy

Soclor wise amalyss of Coniribalons due from pobicy holders is as lolbess ©

7.3

Fimancsal imsinmions 10324 3,B05

Manufaciurmg 1,753 1,384

Consirucison il

Personal {rsds &

Tlealkth & Pharmacestical 625 oH4

Texlalo & Composiio g 219

Oihers mcludmg miscellanooas 1294 953
14616 7,345

The apcralor momiions cxposare o crodil risk n contribation due fom policy holders and amount due fom oo-takafol oporsiors and no
takaful opomdors through megular noview ol orodil oxposee. The amousl due fom oo-akafl oporators‘companes and ro-lakafil
oporalorcompanies represonis low onodit sk s they bave strong oredst rstings asd have sound fimancaal stabiliy.

Tho aging analysis of contmibutions duo Fom polcy bolders cn be assossod with the fidlowmg:

W17 2016
Related Others
% Mhers Tkl Related parties Tatal
vvvvvvvvvvvvvvvvvvvvvvvvvv {Rmpees in (howmnd) - = = == r= = rmmrmmsmm e
Upin 1 year 413 AR 13,962 n T3 7,345
1-2 years - 654 654 2 -
4113 10,503 14,616 11 734 7,145

Thee credil quality of amount due from other Takaful |/ Belakafiol amd relai@ail ecovenes agzins oulsianding clamms can be asscssod with

refiorence (o exicrmal mtngs as fllvws:

Ax ol 31 December 20017

Amoani dee lrem Hetakalml
Takaful § (hber agminsl
etk ful oulsianding
{hperadars claims Tatal

T T

BB orabove 4431 SRS 5016
BOE and BRE| = z £
443 SRT 501R
As 3 31 Decembser 2016
BB or abovo 671 7 TIE
BOE and BRE| 72 I
943 107 1,050
Thee credst resk of rotaba il rocovenies agamst oubstamding clams can be assassrd with the Foll e lysis, cin lma

oomsssieml with tho provision lor oalstandmg claims, in acoondanc with ihe relakafiol contracts:
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27.1.2

The aging analysis of rolalaful recoverses agams] moistandmg, clims = shown bolow:

0T Hi &
Retakalul Rolakaful
i Uhilslanmd ing ToOUVETIES aganmsl {hulslanding
agminsl Claims including  oulsisndmg clams Clams including
wulstanding (IBMNR) (MR

claims
rrrssrsssesessees=ee (Rnpees o hmsand) = e s e rererrsrr s e

Up to 1 year SET ITR1T o7 13,177
1-2 years: - 3,257

SET 31,074 o7 13,177
Linguidity risk

Ligpaidety rusk s the nisk thal the Opealions will nel be ablke lo mect ils fimancial obligations as thoy @l dec. The Oporations” approach (o
manaygmng lgquidity =k onsore, as [ar s pessible, thal i wall always have sulficoesl Inpoidityio mool s ebilibes when due, under both
normal and stressed conditions, wilhool incurning, mnacceplable Josses omsking damage o (he operalion’s reputation. The olleeing ane
b contraciual maturbics of fmancial habilitses hasedon the remaiming poriod ad the reportng dale o matorly date.

The table below summmanes the maturty profile of the fnancal Iabihtes. The contracieal matenties of theses labilioes sl the year eod
have boen dotormmod on the hasis of the emaming, poriod at the roporing date o te contrecisal maturty date. Fmancial abilitios nol
having a contraciml maturity are assuomed by mstone on e expectod daie onwhach these habalises will bo seitled:

2017 OFF
Malurity Malarily
Carrying Conlraciual up in moe aller ane
mmomEl cash ows year YERr
r11-r11-r11-r1--1--1---(ﬂ.p¢ﬂ'-“-—,.d]—r-rr-r-rr-r-rr-r-rr-r-rr-r-rr-
B akaliol / Co-lakadiol payabie 75 X5 175
Uither croditors and aconmls ZT ARG ITAYG IT A
7,771 17,771 27,771 -
M7 FTF
Mailurity Malurity
Carrying Conlraciusl up lm sne afller sne
amennl cash llvws year wear

smmmme e smn e e (Ropees in thowsand) - - s cosm e

Dulstanding claims inchuding [TENE 11074 1074 31074
B takalial / Co-laka fd poryables 12043 12,003 12003
{thor crodibors amd aconals 13,655 13,655 13655
56,732 56,732 56,732
2016 OPF
Malburity Mlalmrity
Carrymg Conlrscinal gy Loy o afler omo
amoml cash Mows Yo yur
- - - [Rupees n thousad) - - - - - - -
B akafial f Co-laka il payables 129 129 1%
{thor crodibors amd aconals 10,3463 10,363 10,363
10,492 10,492 Tk AD2 -
M6 FTF
Mllaturity Mlalarity
Carrying: Conlrascial e Lo o aller omo
amomt cash flows Y ymr
Ouistanding clams inchuding ITENE 13,177 13,177 13,177
R takadial / Co-taka il payables 7264 7,264 7,264
her crodiiors amd sconmis 1,955 6,935 6,935
27376 27376 27376
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a)

b)

o

Markel risk

Markot risk ix tho rsk thal the far vales or fisen caish Oows off 2 fmancial imstramend will Oecheale as 3 resull of change m markol proos
surh as mlonest rabs, foneign cxchange rates 3nd cquity prices.

The Operator is exposcd fo market nsk with respect 1o its bank balences doposils.

The Operabor lkmits markel nsk by masniammyg a diversificd portfolio of money morket and equity markel and by conlinsowes monsiormg
of developmenits in nespective markels. The Oporstor has fwmubied a2 Bgoadity risk basod imnesimont. pobicy approved by the Board of
Darechors which « various guidelmes for in ol les fumids i moncy markel and egmity market.

Imlerest rale risk

Interest mle nsk is ibe nsk thal saloo of a mascal instremend or olere cash Gews of 2 manoal msbomesd will fecdoale doee o changes
in the markel intorest. mtes. Fhating ke mstruments cepose the COperator (o cash Gew imlernest nsk, whonsas fixed iolonest ke mstrument
cxposes e Operalor b fur valee mborest nsk.

Sen=sstivily o micrest mic nsk anses from mismalching of mascial assols amd habilises thal moatone or no-poce ma given poned. Tho
Operator manages thise mismatchmg through risk management strategies whon signilicant changes in gap position can be adjpusiod.

Al the batance sheel date, the micrest rale profile of the Operators signilicant mierest b e fi tal i wans 2 [ollows:
27 Carrying ameunts Carrying amuvunis
Effective Interest Malwriiy np ln one year Mlalnridy afler sme year
e OFF FTF OFF FTF
M cemccmssmaseseeee e (Rupees inihousamd) - - - s s mm s e e am .
Financial ascels
Bank balamcues J49% e L0K% 13825 91,208
Term deposil rocerpl 534% im 5.EE% 25,00 15,080
AK.R25 117,208
2004 Carmyimg amaounis UCarrymg; amoumnis
Effective fmtered Mmloridy up b ome year Batinty afler ono year
rafe orF I'TF HF rMF
L <o oo - (Rapees m thousand) - -
Financial assels
Bamk balances 3799 1o 4 0N X1 536 91,771
Torm doposil roceiplt -
22,536 91,771
Sensilivily analysis

As on 31 Docombar 2017, Opcralor bad no Granceal instnoment valsod al e valoe through proiil ansd boess.

Price risk

Uither price nsk 15 the nsk ihal the far vahee or fuiore cash flows of financial msiremond will focheie becuse of changes m marikcl
prices {othor than those ansmg om profil @e nsk or cumescy nek), whothor these changes anc @usod by factors specilic w tho
mdividual fimancial metromend or s Exeer, or [Eolors alfectmg all simikr nancil mstromonts iraded 0 the marked.

Foreign Corrency risk

Forcign camency nsk is tho nsk thal the Gir value or ulere cash fews of imencial instrements will fuctluate bocause of chamges m

forcagn exchampe rabes. The (peratsons, al presonl, are mol micrally coposed o comeney risk s mojorityol tho iamsactsms oo cammed
ool i Mak Ropoes.
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7.2 Capilal sdequacy risk

The Uperalor’s objective whon manapmy capilal is o safopuard the Oporslor’s abihty o conlsnoe 3% 2 pomg concern so thel | can
oonlinue Lo provide rolems for sharcholders and benchils for other stakcholders and o a sirong capital baso o supporl the
suxtamed development o s businesses.

273 Takafal risk

The Operalor’s taksfol sclivilies are prmanty concemad with the pricing, acceplance and manspemenl of rsks fom ils costomer s, In
acocping rsks fhe Operalor = commaltmg o the paymonl of clamms and  therelone these risks masdl be ondersiood amd controlbed.
Disciplined imdorwriting, ceopmpassing risk assessmonl, risk managoment, pricng and oxposare condrol s ontical 0 dee Cposor’s
soceess. The Oporalor manapes these nsks throsph its osdorwnimg stmoypry, adog kaful armamg: and proactive clamms
handlmg.

The Operalor is facing three kinds of risk in s kafinl actvities, mmaly;

Contribustsoen Rigk mobe I7.3.1
Claimn Risk -mler I7.32
Eetakalol Risk ool I733

27.3.1 Contribotion Rick

muiﬂnlmymmumlhhmmmmﬂdmmdntmuflypu:ﬂmnfmt.nﬂuqm!
poopraphy. Pricing 15 geoorally based opon msk qualsty, b wal clams g aes, clamms Iy d for aml
imposiion of doductiblos. &ﬁmmmmmmmﬂhme|qmmﬂ
poidehnes @ in place o cnforoe appropriate risk sclection criteria. For example, the Operator dies not ofTir hoalth akafol o walk-m
mdiwichal costomons. ealth kafil is gonorally offored bo corporate customers with a Bngo population to bo covenod under the policy.

The (porsior manages the takafl sk arising from the geographical concentration of misk with the help of vanous M5 roports generabod
Eroen the 1T sysicmn. For this purpese all cniical takafd snformabon ncluding address lookups aml geocodmyg is ponchod mio the IT
:jslnm.F:rmzunpl:.hmmmmWqﬂmulgﬂpmmgmgq)ﬁu:['ﬂfﬁﬁﬂ[ﬁhhﬂrqﬁckukhﬂ]mungu&
Stamberdrring Tarpei Ac lations) codes with neforenor (o ibe s 1um of som 1 | m fiorcs al any particaker localson apamsl
matural porils. For Marimo risks, oompleie @il details, bosides sums msunod and contribotions, like vosscl sbontification, soyage input
{sealur/miand tramsat), sxiling dafes, ongin amd destinaison of the shipmenis, per carmy mts, cic. ane fd b the [T systom.

The Upomior also monilors cong ol nsk by I . muitiple msks oovered m the same goographsal locton. For fine amd
proparly rsk a particober bmlding aml noghbormg boibdmgs, which could be affocied by 2 sangle claim incident, are considoned as 2
smgfc locabion. For crbguake risk, 2 complete city = choafied a5 2 simghe eatton. Smmifarty, for manne nsk, mokple rsks covened i a
singho vessel voyapr ane considonol 25 a simgho risk while escssing consoentration of msk.

The following bl demonsabes the cles wise concontration of risk on the bases of sum imssred:

FIF
{iross sum i d MNel sum insmred

m7 LU m7 2016
Fire $6%a A% 2% 19
Marine Y% 5% % L
Mator 1% 25% iV T3%
Acculent and Healih L 0% 0% Lo
{thors inclsdimg miscollaneous 1% 0% 1% e
1 100%% 108%% 1004

The following bl demonsaes the cles wise concontration of risk on the bases of contribston -

Ciross conlribulisn wrillen Med conlribulisn wrillen

m7 2016 w7 2016
Fire M 5% 1% )
Mlarine 3% 1% L Far
Busor T 9% 5% 23%
Headth 1% 0% 4% s
{hors inchsding mascellncous 1% 0% % e
TFa L0 100% 1S
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1731

733

Chaien risk

Une of the purposes of akalsl = o enable poicyholders o protoct. thomschas agamsl ancotam fslere evonis. lakal companies accepl
lbe transfor of unccrainty fom poboylobders and seck o add valoe through the ageregation and managemonl of those msks, The
unceriinty mberend m lakafl = isovitably rellecled i the Grancial sofemenls of akafol companses and can be charctertasd umder 2
number of spocilic hosdmgs, such as;

= Uncortainiy ax o wholber an cveni bas occormsd which woold give rese (o an insuned loss.

* Uncertainty ax b lbe exionl of policy coverage amid lomits applicable.

= Uncortainky as to the ol | Toss sudfered by a polecyholder 25 2 rosalt off the ovend occwrming.
* Uncertainty over Lhe timing ol a setibemont 1o 2 policybolder for a loss sulfered.

Therelise Lo objective of ibe Operator i g onsune (bl sulficien] reserves are available 1o oover (hese mooriaimies amd in case of =ny
chamgo in estimation dow ko fArthor development on enconamiy or chanpe on assomptions, Operalor account for thal change immed mtchy.

Claims provesions are delermimned  based spon previous clams experionce, the knowlodpe of ovenils and the orms and comditions ol the
melevant policses and oo mborpretation: of coroumsdances. Fartscubarly rolevant = cxpenonor with similar cases amill histoncal clams
Py tremuls. M shoald be cnphasiced thal cormoboabve evidence obtamed from as wide a range of sources 25 possiblo also coninbalo
o form tho overal]l ostimeie. Large clammes impacting cach rebovanl business clss ans prooally sssessed soparaicly, eang mosonod al the
mor vahee of the surveyor's estimates.

Op b hily mcc Il o clamms thal bave oocunmod by the ond of the roporimg period bul remain wnsetibod and for those (bl
may have ooourmod bt haner not. yei boon notified (o the operator and those ol ane ot et appareal b tbe imsorod. The Opoators policy
for scomenimg of 1is clames has boon deschesed im nole 412 ol these nanc @l sisiemenls.

P b

The nisks associaled with the takaful contracls ae comples. and subject 1o 2 sumbcer of varables which complicale quanlilsbive sonsitivity
analysix. The Opoaior makes vanioss ssompbons and lechmigues based on past claims dovelopmont. experonee. This inclodes
mdications swuch as avoage climms cost, ulimale clams nombors aml cxpeciod koss @ises. The Oposlor considers thal tho labibity S
tnlaful clxims necognizaod m Lhe balance shool is adoguate. Dewover, achs] ceperionce will difTor from e expectod ooloome.

As the Oportor emlers mio shorl borm @kafd conbacts, il does nol sssome any signilicant impact of chamges m market conditions on
unexpinod nsks. | lowovorn, some nesualls of sensinaly tosting ane sol ool below, showmng, the mpact on profit befons tax mel of notakafal.

FTF
Underwriling resuli Sharchobders” Equily
817 20E6 17 2016
{Rumpees in thowsandy

Firz - -
Miarmo L] 1 4 i
Mitor 4655 1,790 3158 1,790
Health - -
{thors inclhuimg Mscclbneous - -

A 661 1,791 3162 1,791
Relakalul risk
The (hperador purchases rolakalfiol as perl of ils nsks B Reakalul coded 5 placed oo both: proportonal and non-
propartional basis. The maponty of proporisoenal retakafiol |l.qud.a.durn' remsurance which = aken oml 1o rodoce the »vorall exposure of
lbe Operator io corlam classes ol s Mon-prog d rece v is primarty excess ol s o dosigned lo mitigate tho

Operator’s not exposune 0 catasiropho feses. Retontion mits for the cxoess of loss netakalinl vary by prodoct me. The Opemstor also
arranges the local amd forerpgn Beeltoe rolakaful ax par of s sk management siategy.

Althoagh the Operator bos nelabkeful i il 1% ool reloved ol its direct ohligabions W its pobcyhobdorns and thes a onedil oxcposuro
cxisls with respect o0 oodiod (akafil, to the colont (hal any relakafil = mmable o meet its obligations sssumod under ssch netakafil
agroemenis. The Oporator’s placemont of mekafil = diversificd soch thal 5l s nother dependent on 2 single rolakafol nor are the
opoerations ol the Opoator subsEmtially dopemdont opon any smgle roakaifol contract. COpoators simicgy s 0 sock noakalil with tho bost
oombmation of fimencaal strength, price and capacity. In compliance of the egulalory g tho retakafnl aprecmonis ane doly
submitlcd with SECP on an anmsal basis.
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B Fuir v i
Fair walar i bhe price: el woukd be poccivod to scll se amel or pid o e 2 fabifity in mn oeody L & = ol ik dhuic
Uhnderhying b defmitam of Bir wisc m e prouspton Sl e oposie @ s peiny concors end e oo o or coerceenl i carisl msicriafly e sok of i or o amloizks 3 on o mhec
o
A fimarceal st i roparded an geked in s sclive merkel i gesicd prics a: roality asd ropsbrly wailable e m cachanp doalor, besker, mskry o, micing svics r sk apcacy, wd thess pras
el schol e ropubrhy cooaring morkc resscions o an sme knpth i
IFHE: 15 Fair Value Moworomesi” rgin e oposior n clafy e vl . iy b i Sy il rolieris S sppmficancs of the inpols secd inmehoy the e of i vshes oy b e
inlkreriny keveche

« Uparsed prices jurssdastof) in sctive sk for idomtica moct  bition (Lo 1)
Irmats e fhan canicd prrices inchuded within kovel § el e shervabl for e et Sitdher dircoiby (il i, dormad from prosd (e 23
Izt o e ot o Foshity sl oo mod hesced oo vlsorvetsk: maskel dats (Sl b, el ) inpub (Lovd ¥

Framafer botwoos leveks ol the far vl hi by el il L cd od 1D mp poried doring which e chanpoy hare sooumod.
Cmrryiog smeaml Fair valuc
Moorvsbics Conlls mml Hher
sl milier
i nciad cash ]
ol Tk habahiicy Total Lavel Laewed 2 laved 3 Tdsl
A0 ecombrer 2817 N Hupees

Finuncial sescis - mecaswred afl fwir valoe - - - - - iz = =)

J o - { at jmr vales

v catmmenl - | depamits® # 000 0000 5 . z
Vakaal ! reakafud wecivaha® ; . - - T a . s z
il rcrmesrics apame subdanding claim® &1 = - &7 E: = -
[azh end Bk ¥ 2 fr 3 2
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abaanding, clainn mckadny [ i - - M I a & S :

iz bakafal | Cr-babatisl perpable® =3 = 11398 ¥ = = 3
{itber croditors s sremakt it 3 - dLi50 ddisi = = = e
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These financial stalements have been authorized for issue on by the Board of Directors
of the Operator.

3 Corresponding figures

During the year, following reclassifications and rearrangements have been made for better presentation of
these financial statements.

During the year the SECP vide SR(O 89(1)/2017 dated 9th February, 2017 has issued Insurance Rules, 2017
(the Rules), which requires every Operator to prepare their financial statements as per the presentation and
disclosure requirement prescribed in the format, in view of the applicability of the Rules, the Operator has
changed the presentation and disclosures of the financial statements, which was further explained in note
4.1.1.

32 General

Figures have been rounded ofT to the nearest thousand rupees unless other wise stated.

PHTY Ml

Principal Officer and
Chief Executive
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Notice of 12th Annual General Meeting

Motice is hereby given that 12th Annual General Meeting of the Shareholders of Alfalah Insurance
Company Limited (the “Company”) will be held on April 30, 2018 at 11:00 a.m. at the registered
office of the Company located at 5 — Saint Mary Park, Gulberg lll, Lahore to transact the following
business:

ORDINARY BUSINESS
1. Toconfirm the minutes of the 11th Annual General Meeting held on April 29, 2017.

2. To receive, consider and adopt the financial statements of Conventional business and
Window takaful operations for the year ended December 31, 2017 along with the Director's
and Auditor's report thereon, Shariah Advisor's Report and Auditor's assurance report on
Compliance with Shariah rules and principles.

3. Tore-appoint Statutory and Shariah Compliance Auditors of the Company for the year ending
December 31, 2018 and to fix their remuneration.

M/s KPMG Taseer Hadi ® Company, our retiring auditors, being eligible for re-appointment,
has shown their willingness to act as statutory auditors of the Company and Sharia
Compliance auditors of the Window takaful operations for the year ending December 31, 2018
and the Board Committee has also recommended its re-appointment in its meeting.

4. Totransact any other business with the permission of the Chair.

s,gg‘[?
{

Date: April 9, 2018 By order of the Board
Lahore Adnan Waheed

Company Secretary
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Notes

1) The Share Transfer Books of the Company will be closed from April 28, 2018 to
April 30, 2018 both days inclusive.

2) A member entitled to attend and vote at the Annual General Meeting is entitled to appoint
another person as a proxy to attend and vote instead of him/her.

3) Every proxy shall be appointed in writing under the hand of the appointer or by an agent duly
authorized under a Power of Attomey or if such appointer is a company or corporation under
the Common Seal of the company or corporation or the hand of its Attorney who may be the
appointer.

4) The instrument of proxy in order to be effective must reach the Company's registered address
at 5-Saint Mary Park, Gulberg lll, Lahore not less than 48 hours before the time for holding of
the Meeting.

5) In case of corporate entity, the Board of Directors’ resolution/power of attorney with
specimen signature of the nominee shall be produced (unless it has been provided earlier) at

the time of the Meeting.

b) The signature on the instrument of proxy must conform to the specimen signature recorded
with the Company.

7) The proxy shall produce his/her original CNIC or original passport at the time of the Meeting.

8) Shareholders are requested to notify change in their address, if any, to the Company
Secretary.

9) SECPvide SRO No.787(1)2014 dated 8th September, 2014 has allowed companies to circulate
the audited financial statements and notice of Annual General Meeting to shareholders
through their email address subject to their written consent. Desiring shareholders are
requested to provide their complete email address through a duly signed letter along with
copy of valid CNIC or passport. Shareholders are also required to notify immediately any
change in email address in writing to the Company Secretary.




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes
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FORM OF PROXY

The Company Secretary
Alfalah Insurance Campany Limited
5-Saint Mary Park, Gulberg I, Lahore

"I"'We being a member of ALFALAH INSURANCE COMPANY LIMITED hereby appoint
Mr/Mrs. of or failing him
Mr./Mrs, of as my/our

proxy to vote for mefus and on my/our behalf at the Annual General Meeting of
ALFALAH INSURANCE COMPANY LIMITED to be held on April —, 2018 &t 11:00 a.m. at the registered office of
the Company, 5-Saint Mary Park, Gulberg,|ll, Lahore and at any adjournment thereof."

Signed this day of 2018

Holder of .......c...ccennee. Ordinary Shares

WITHMESSES:

1. Signature
Marne D mamimnhmmsime

Address B emmimrmswessemasesimmrnes saesmmssm

CNIC/PP No I A S e ot e

£ Signature I e b A TR

Marne

Address T

CNIC/PP No

i
-
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Alfalah Insurance Network

Head Office:

5=5aint Mary Park, Gulberg Ill, Lahore,
Uam: 1M1-786-234

Fax: +92-42-35774329

E-mail: afi@alfalahinsurance.com
Wb www.alfalahinsurance.com

Lahore Unit 1:

5-Saint Mary Park, Gulberg lll, Lahore.
AN 1M-786-234

Fax: +92-42-35774329

E-mail: afilul@alfalahinsurance.com
Wab; wyww.alfalahinsurance.com

Faisalabad Office:

P-72/2, Chirag Plaza, 4th Floor,

Liagat Road, Faisalabad.

Tel: +92-41-111-786-234, +92-41-2606131-3
Fax: +92-41-2646969

E-mail: afi.fbd@alfalahinsurance.com

Islamabad Office:

Znd Floor, Bank Alfalah Building,
Markaz I-8, Islamabad,

Tel +92-51-4864595-98

Fax: +02-51-4862586

E-mail: afi.isi@alfalahinsurance.com

Peshawar Office:

Ays Centre, 2nd Floor, Arbab Road,
Peshawar Cantt, Peshawar.

Tel: +92-91-111-786-234, +92-91-52535801-3
Fax: +92-91-5253064

E-mail; afi.pwri@alfalahinsurance.com

Multan Office:

10-4A, 2nd Floor, Tehsil Chowk, Bosan Road,

Multan.

FPhone # 061-6211446-8

Fax # 061-6211449

E-mail; afi.mulie:alfalahinsurance.com

nd

Gujranwala Office:

15t Floor, Al-Hameed Centre, Opp Govt.
Igkal High School, G.T, Road, Gujranwala,
Tel; +92-55-Z8208B63-5

Fax: +92-55-3820867

E=mail: afi.gujxalfalahinsurance.com

Sialkot Office:

st Floor, City Towser,

Shahab Pura Road, Sialkot,

Tel: +92-52-3240807

Fax: +92-52-3240908

E-mail; afi.sktigalfalahinsurance.com

South Zone

Karachi Officae:

1st Floor, Finlay House,

Il Chundrigar Road, Karachi.

Tel; +832-21-M-786-234, 32463839-42
Faw: +92-21-324633617

E-mail: afi.khimalfalahinsurance.com

Karachi Unit-1 Office:

1st Floor, Finlay House,

I.I. Chundrigar Road, Karachi.

Tel: +32-21-111-786-234, 32463839-42
Fax: +92-21-324633561

E-msail; afi, kul@alfalahinsurance.com

Hyderabad Office:

House No. 49, 2nd Floor,

Dr. Line, Saddar Cantt, Hyderabad.
Tel: +92-22-2780655

Fax; +92-22-27B0656

E-rmail; afi.hydialfalahinsurance.com
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Alfalah Insurance Company
Onwards
To Greater Heights

The highest rating achieved by any non-life insurance company from PACRA in a record
time of only 10 years fram the start of operatians in 2007.

We gratefully acknowledge the continuous support of our customers, sharehalders,
employees and aother stakeholders for the trust and confidence they have placed in Alfalak
Insurance Company Limited.

We promise to excel curselves and work even harder to meet your expectations in the
coming years.
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