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Alfalah Insurance Co. Ltd. is one of the |atest ventures of The Abu Dhabi Group in Pakistan that began its operations in
2007, It has its offices in:

The paid-up capital to begin operations of the Company was Rs. 230 millisn, almost three times the minimum paid-up capital
requirement of Rs. 80 million. Through its consistent performance and issuance of bonus shares, Alfalah Insurance has
increased its paid-up capital to Rs. 500 million,

Our state-of-the-art T platforim and faciliies ensure the deliverance of world-class services to the public. We have also
securad the support of some of the most renowned reinsurers and provide customized insurance coverages for the most
complex industrial eommercial ar financial risks.
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The Abu Dhabi Group

Abu Dhabi Group is one of the largest foreign investors in Pakistan. Bank Alfalah Limited was the first investment of The
Abu Dhabi Group in Palistan in 1997 and after the spectacular success of Bank Alfalah Limited, the Group has invested in
different sectors of the Pakistani econony. Following are the Group’s other ventures, presently operating successfully in the
country:
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Mr. Abdul Haye Mughal

Chief Executive & Managing Director
Mr. Abdul Haye Mughal
Chief Financial Officer & Company Secretary

Mr. Adnan Waheed

Board Commitiees:

Board Advisory/Strategy Committee:
Mr. Anf Bapwa

Mr. Khaled Jamal Abdul Rahman Khanfar
Mz, Anjum Hai

Mr. Abdul Haye

Audit Committee:

Mr. Anf Bapwa
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Mr. Roza Jovaid
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Mr. Amer Sarfraz
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Reinsurance, Re-takaful and Coinsurance Committee:

Mr. Abdul Haye
Mr. Faizal Arshad
Mr. Shahzod Aamir

Risk Management & Compliance Commitiee:

Mr. Abdul Haye

Mr. Adnan Waheed
Mr. Faisal Shahzad
Mr. Maveed Akbar

Conventional Banks
Bonk Alfalah Limited
Khushhali Bank Ltd

The Bonk of Punjob

ZLarai Taragiah Bank Ltd
Mobilink Microfinance Bank
Silk Bank Limited

NRSP Micro Finance Bank
Habib Bank Limited

Summit Bank Limited

Finca Micre Finance Bank
Sonen Bank Limited

The Punjab Provinciol Cooperative Bank Lid
Foysal Bank Limited

Auditors
M= A. F Fergusson & Co,
Chartered Accountants

Legal Advisors
Mahmeood & Partners

Head Office

5-Saint Mary Farle,

Gulberg lll, Lahore
UARN:111-786-234

Fax:92-42 35774329
Email:ofi@alfalahinsurance.com
Webwww.alfalahinsurance.com
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Bl Vison & Misson

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

o7

We underfake fo provide world class service with
unmatched sacurity to our clienfs and help in increasing
awareness aboul insurance in the country, as well as
enhancing _;}uh|ir: confidence in the insurance il'nu:h,rs.fr':,-I in
Pakistan.

We will introduce new modern insurance prndu:l&
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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Bl Board of Directors

H.H. Sheikh thc}-’ﬂn Mabarak Al Nuhﬂ}mn
Chairman
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His Excellently Sheikh Mr. Khalid Mana Saeed Al Otaiba
Saif Bin Mohammed Bin Buthi Director
Director

Mr. Khaled Khanfer Mr. Atif Bajwa
Director Director

Ms. Anjum Hai Mr. Abdul Haye
Director MD & CEO
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A ISIN OURDNA

Alfalah Insurance takes pride in upholding Abu Dhabi Group's
legacy of performance excellence by achieving an upgrade to
“AA+" by PACRA.

We generously thank our esteemed customers, shareholders.

employees, and the stakeholders for motivating us to achieve
this milestone.

MOTOR ' INDUSTRIAL' PROPERTY | CARGO . TEXTIE | TRAVEL | ENERGY | HEALTH @ AGRICULTURE
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Directors Report to the Share Holders

The Directors of Alfaloh Insurance Company Limited are pleased to submit 18"
Annual Report of your Company, together with audited financial statements for the

vear ended December 31, 2023.

B =conOMIC OVERVIEW

The Year 2023 was characterized by a mix of
economic challenges and positive outcomes.
While concerts about inflation persisted, the
country made significant strides in improving
its current account deficit. The PKE underwent
Hluctuations as the caretaker government
inittiated currency adjustments in line with IMF
instructions. Despite iniial depreciation,
measures to curb illegal exchange achivities
ond currency smuggling led fo the PKR's
partial recovery. The 5BP's decisions to keep
the policy rate unchanged at a high 22%, o
robust large scale manufacturing sector, and
preparations for the upcoming elections
provided reasons for optimism. In a positive
exceeded the
International  Monetary Fund's  revenue
collechon target for the first half of FY24

indicating potential of unlocking the next

turn of events, Pakistan

tranche of IMF support. This achievement
highlights the country's commitment to fiscal
responsibility, despite the challenges it foces.

|

The Current Account posted a surplus of U35
5683million iIn CY23 as compared to defiait of
USS 12 billien in CY22. Huge improvement
caome lorgely on the back of decrease in
import sharply especially in first half of CY23
due to economic slowdown and import
restrichons put in place by SBE Remittances
stands at US$ 26.35 billion in CY23 as
compared to US$ 29.89 in CY22, declined by
around 11.8% due to rise in intermarket and
open market exchange rote gap which
occurred during first half of CY23. Inflation in
CY23 stands at an average 30.9% as
compared to 19.7% average inflation in
CY22. Going forward, inflation 15 expected to
remain at elevated levels till January 2024,
before falling below 20% in last quarter of the
current fiscal year. However, further energy
and gaos cost hikes may keep the positive

trend intact.
The Year 2024 s election year for the country,
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considering the political choos witnessed In
last years — it is hoped that a sfrong
government would emerge as a result of the
elecions and there would be smooth
transition of power. It would not only bring the
political stability in Pakistan but would also
bring the economic stability for the country by
chmaote  more

making the investment

conducive for local/foreign investors.

INSURANCE SECTOR

The insurance industry managed to grow by
29% on the basis of nine months ended
september 30, 2023 versus same perniod last
year. This growth was mainly dominated by
the fire segment while the growth in marine
and motor class was impacted due to import
restrictions, high discount rates and restriction
on car financing himits. The year 2024 would
be a challenging year for the insurance
industry in the current economic situation of
the country, however, smooth transition of
power through general elections during the
year would improve the situation.

The  3ECP

Insurelmpact Conference in December 2023

hosted an International
where it unveiled its five year plan which
aimed to boost insurance penetration In
Pokistan by uhlizing technology, raising
aowareness obout Insurance products, and
promoting crop and disaster nisk insurance. It
was in contnuotion of SECP's efforts to
colloborate  with  industry experts and
stakeholders to create a dynamic and resilient
Pakistan. The

would mark a

insurance landscape In

conference significant

milestone in fostering industry growth,
promoting innovation, and safeguarding the

nation's future.

ALFALAH INSURANCE
PERFORMANCE

Year 2023 was o remarkable year in terms
of profitability as the Company registered
the highest profits of its history.

ALFALAH INSURANCE RERSIS U RS 42 @] 8 Bl it

Improvement in claims expense coupled with
controlled expenses, better performance of
takaful

momentous investment income together

window operations and the
pushed the Company into high profit zone
and the Company managed to post profit
before tax of RsBé4m, i.e. 89% higher from
last year.

On consolidated basis, the Company has
underwritten gross premium/contribution of
Rs4,842m, slightly lower than the last yvear
by 2%. The Company didn't renew one
major client in health segment which had an
impact on net premium revenue due fo
which growth number in this component
remained subdued but its impact was diluted
with  almost similar fiscal saving 1n
commission expsnse In the same segment.
The net claims expense was reduced from
last year as the loss ratic in almost all
classes other than the health class was
improved. Management & admin expenses
remained under control and were increased
by Rs74m i.e. 14% despite the highest ever
inflation numbers. Investment income of the
Company was drastically increased by
Rs247m and was more than double from the
last year. It was mainly attributed to high
discount rates, robust performance of stock
market and enhanced investment float.
Profit from window tokaful operations also
showed significant growth of Rs59m i.e. 42%
vis a vis last year due to better contribution
of motor & health class coupled with
investment income. In nutshell, although the
Company faced dent in its net premium
revenue, however, with fiscal saving from
claim and commission expenses along with
heightenad investment iIncome, the
Company posted the highest ever profits of

Rs864m i1.e. 89% higher than last year.
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Segment Wise

Profitability At Glance

Net Net Net Segment Segment Variance %o
Premium Claim Commission Profitahility Profitabil ity
Revenue 2023 2022
Fire 37,856 45,737 (27.860) 19979 (22.763) 42,742 188%
Marine 27.930 14251 (6.300) 19979 20974 (9935) -3%
Motor 740,355 365219 13,055 362.081 360,857 1,224 0%
Mise. 72179 23,965 (44.899) 93,113 60,939 32.174 53%
Health 806,998 703,049 (90) 104,039 103,302 737 1%
Total 1685318 | 1152221 (66,094) 599.191 523309 75,882 13%
Fire Segment confributed profit of Rs20m designed program of insurance nsk
vis a vis the loss of Rs23m of last year. It was management. The Company has also

because the last year included a one-off lass
due to tre nadent at Packaging factory
Lahore.

Marine Segment contribution was slightly
decreased by Rs Tm i.e. by 5%. It was because
the gross premium written in this segment was
compacted due to certain import restrictions
by SBP caused by low foreign reserves.
Motor Segment contribution was similar to
last year levels. The impact of increase in net
premium revenue was offset with the increase
in claims expense.

Miscellaneous Segment contribution was
significantly increased by Rs32m i.e. 53%
from last year. Both the net premium revenue
and the cloims expenses were improved from
the last year. The saving in claims was mainly
due to reversal of flood losses reported in last
year.

Health Segment coniribution was
similar to last year levels. The impact of

also
decrease in net premium revenue due to
non-renewal of one major client was offset
with fiscal saving in acquisition expense.

Reinsurance s indeed an important
segment of any insurance company. The
been backed by

and we haove developed and

Company has leading
reinsurers
enhanced these relationships to the mutual
the the

Company. The Company followed a policy of

advantage of reinsurers and

optimizing retention of risk through a carefully

13

increased its risk capocthes for traditional
reinsurance arrangements as well as obtained
capacity for specialized lines.

Window Takaful Operations (WTQO) was
able to underwrite contribution of Rs6/76m 1.e.
15% higher than last year. The PTF surplus
was increased by Rsd4dm i.e. 172% from last
year and was mainly attnbutable to increased
contribution of motor & health closs coupled
with investment income. The SHF surplus was
also increased by Rs59m i.e. 42% due to
similar reasons.

EARNING PER SHARE

During the year after tox earnings per share
Rs.10.63 (2022: Rs.6.07). Detailed
working has been reported in Note 34 to the

W5

financial statements.

AUDITORS

M/ s & Co., Chartered

Accountants, being eligible for appointment,

A. E Ferguson

have shown their willingness to act as external
the
Company for the year ending December 31,
2024. The Audit Committee ond Board of
directors in their respective meetings have

and Shariaoh Compliance avuditors of

recommended M/s A. E Ferguson & Co.,

Chartered Accountants as  external and

Shariah Compliance Auditors of the Company

ALFALAH INSURANCE RESSIE R8RS 4 @] R fo):




for the year ending December 31, 2024. and conditions.

STATEMENT OF ETHICS AND
BUSINESS PRACTICES/CODE OF
CONDUCT

BOARD OF DIRECTORS MEETINGS

During the year 2023, four (4) meetings of the
Board were held, with attendance as follows;
The Board has adopted the statement of ethics
and business praoctices. 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

No. of Meetings
Attended

MName of Directors

* HH Sheikh Nahayan Mabarak Al Nahayan 4
® HE Sheikh Saif Bin Mohammaod Bin Buth -
® M. Khalid Mana Saeed Al Otaiba

® Mr Al Bapwo

s M Kholed Jomal Abdul Rohmon Khanfar
® pAr. Tanveer Hussain Awan

* Ms. Anjum Hai

* M Abdul Haye
Lleave of absence waos granted to those
Directors who could not attend the Board

practices were based on
integrity, dignity, culture of excellence and
ethical dealing with clients, peers and the
public.

COMPLIANCE WITH CODE OF
CORPORATE GOVERNANCE

N N R T S

The provisions of the Code of Corporate

Meetings.

INSURERS FINANCIAL RATING
STRENGTH

PACRA, during its recent review conducted on
16" June 2023, has maintained the IFS rating
of your Company at “AA+" (Double A Plus)
with stable outlook. This rating denotes Very
strong capacity to meet policy holders and
contract obligations. Risk factors are very low,
and the impoct of any adverse business and
economic factors 1s 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:

Governance for insurance companies have
been complied with during the year under
review which was as follows:

* The financial stotements, together with the
notes thereon hove been drawn up In
conformity with the Insurance Ordinance
2000 and rules thereunder and Companies
Act, 2017.
*  These
company's state of affairs, results of its
operations, cash flow and changes in equity.
*Proper books of accounts have been
maintained by the company.

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

* The International Accounting Standards,
International Financial Reporting Standards
or any other regulation or law as applicable in

statements present fairly the

* Mr. Ahf Bajwa Chairman
* Mr. Khaled Jomal Abdul Rahman Khanfar Member
® fAs. Anjum Hai Member

Pakistan have been followed in preparation of
financial statements and any departure there
trom has been adequately disclosed.

* The system of internal control is sound In
design and hos been continuously monitored
by the internal audits. This 15 o continuous
process and any weakness will be removed
and its effective implementation shall be
ensured.

RELATED PARTY TRANSACTIONS

At each board meshng, the Board of Directors
approved company's transactions made with
related parties. All the transactions executed
with related parties were on commercial terms
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* There i1s no significant doubt upon the
company's ability to continue os a going
concern.
* There has been no motenal departure from
the best practices of corporate governance.
* Key operating and tfinancial data s
separately annexed with the report.
* Qutstanding toxes and duties are given in
the financial statements.
* The value of investments of provident and
graturty fund on the basis of un-audited
accounts as on December 31, 2023 15 aos
follows:

Rs in ‘000"
* Provident Fund 81,949
* Gratuity Fund 77,320
* The statement of pattern of shareholding in
the Company as on December 31, 2023 15
separately annexed with the report.

* The Board of Directors have formulated a
comprehensive proxy voting policy which is
available on the website of the Company and
report pertaining to the actual proxies voted
by the Company is available without charge
te all shareholders, upon request.”

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

The directors of Altalah 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 thersunder relating to
paid up capital, solvency and reinsurance
arrangements; and

c) as at the date of the statement, the

Gireef

15

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.

FUTURE OUTLOOK

With paid up capital of Rs500m and improved
rating of AA+, Alfalah Insurance i1s poised to
increase its market share while maintaining its
prudent underwriting policy which has helped
the company from inception despite serious
jolts in our inthial years. We believe 2024 to be
a very important year for us. We are aware of
the challenges we face but we have set
ambitious goals for ourselves ond believe that
the phenomenal strength of Dhabi Group will
help us in achieving our targets.

As o responsible corporate entity, we will
continue to conduct our business In o
transparent way, working closely with the
requlators to ensure compliance. Qur aim 1s
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 MNaohayan and our
Board of directors for their wise guidance and
support to the Company during the year. We
are equally thankful 1o owur 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 Securthes & Exchonge Commission of
Pakistan for rendering invaluable guidance
during the year and to Pakistan Reinsurance
Company tor their support.

We would also like to express our
appreciation to our executives, officers and
staff for their hard work, dedication and their

On behalf of the Board,

3

Cluel i;u éi\;-; CMlicer
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Historical financial Information
Last ten (10) Years

of

For the Year Ended om December 31

i i .
0 i 01 1 2010 ] 2019 [ 2018 2017 | 2016 015 2014
Cirnzs Premium Wnn= 4166105 | 4374038 A0 15 TEIO0E | Lo06AE | L3350 3.052,006 1504310 1585602 130,84
}st Premium Feveme 1685318 | 2215606 1.534.763 1726381 | 1383734 | 13o2aes LM3.21 016,586 780,180 05,323
Yt Cloim Expense (11522213 | (L10848 (58E.076) 4284 | eSS | (si7.e6m (4706300 (453,076) (429.297) (410,817
Mmazemen: Expenses (43586 | (489130 (416,161 ey | osaee | EenEs (383.558) (370.370) (267.333) (235,018
Mt Commuission 66094 | (456505 (422,776} (487480 | ed6msn | e (83,141 33008 94,603 05,928
Undernriting Proft 50578 37.004 17.661 04404 51,791 M4.157 T00.632 34,148 180,158 130,315
Iimvestment/Other Income 670,851 318,771 M7 261,240 165,604 TLET 73,288 119,407 77137 105,103
Admin Expenses (S1.405) (33.58T) (30:415) (28,300 {24258 {16.091) {11,085 (1248 (103.788) (103,000
Profit befrs 863,630 457,000 365422 381,903 253,053 80,782 168,483 163,086 153511 130,704
Profit from Window Takatal 112,067 142518 73,361 61,467 38,554 14407 B410 1580 s -
Tncoms (FILe66) | (1337 (99,532 (108,173 (93.700) (29.421) (33,559 (63,6073 (38.297) (27357
Profit afier mw 531684 303352 265,340 273,730 155,344 65,768 123,040 120374 115214 123,057
Paid up Capital 500,000 500,000 500,000 300,000 00,000 500,000 500,000 500,000 500,000 300,000
e dzposit monsy 1381 1381 1381 1311 1381 1381 1381 1381 1381 1381
Ceenere] Baserva 150,000 150,000 150,000 150,000 150,000 150,000 ES0,000 150,000 130,000 50,000
Fair valuz resere 61815 (34.845) 9710 TL.002 3,015 (30,777 o1 52160 9433
Un-zpproprizted Prof LAGIM | 13774 1172511 007200 627,080 456261 402,085 281644 153033 238,830
2513325 | 1901808 183330 1815 | 1312385 | L0s6asE 1054417 033,185 814760 7031

Eamminzs per Share 1843 607 k] 347 310 132 146 138 13 146
Brealup Valos par Share-with
fir vaine adjnstment 027 R 3647 3254 623 2134 .08 1870 1630 163
Ereakup Vils per Stere- 4803 4038 3648 1T 2539
Tt Fir vzlue adistment 2138 07 1866 1611 148
Mzt Loss Bztin 34 248 519 435 428 473 433 -34% -5 585
Experze Batin -14% 127 13% 16 16% 185 -19% 20 4% 6%
Unfernriting Profi o Mt L b 1 5% G % 10% 0% 1% 1%
Pramizm
Fetum on Averzse Bquity 4% 16% 15% 16% 13% i 1% 14% 15% 19%
WINDOWS TAKAFUL
OFERATIONS
AT ] £76,408 SB045T 54771 373370 338,360 263.203 175,481 08,065 i :
Mzt comribotian ravenne W9.TH 277,613 125,381 136,548 176,244 BL516 83134 20,007 =
not o Wakzlz

I 10,076 18,606 15443 1326 7.513 5430 ER kel 1060 =
TR e (336800} | (202063 (200,302) {164.429) (47830 | (105,808 (78271 a7813) =
Direct expenses 2077} (3.000) {11.875) (18,565) (24,656} {27,663) (21.203) (18,595) -
Imvestmers | atier meoeme 64T 30278 13,360 16300 16382 6,572 3098 244 =
vl @3 | s (723) - - - :
Suplus / {Asficitbefors tamation 0o 408 30213 41,012 3 28,088 Q837 I {13,707 -
Swphis | {deficity PIF 69,038 25754 4,638 I13m 28088 9057 05 a370m .
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Pattern of Share Holding

As at December 31, 2023

_ Shareholding Total Shares
No. of Shareholders T To Held
- 1 100 -
2 101 500 1,000
- 501 1,000 -
4 1001 5,000 6,030
- 5,001 10,000 -
1 10,001 2,500,000 2,500,000
3 2,500,001 5,000,000 14997 822
1 5,000,001 15,000,000 14997 825
1 15,000,001 20,000_000 17497323
Total 12 50,000,000

Classification of Shares Categories
As at December 31, 2023

Categories of Members S::::Es:- dzf's Sﬁ:ﬂ?&;ﬂ Percentage
II_:;lli:idua]s having shareholding five percent or 3 12,497,822 25.00%
HH. Sheikh Hamdan Bin Mubarak Bin Mohammed ;
Al Nal 2,500,000 5.00%
HE. Sheikh Mohammed Bin Butti Hamid Al Harmud 4998911 10.00%
HE. Dr. Mana Saeed Al Otaiba 4998 911 10.00%
Associated Companies 1 14,997 825 30.00%
M/s Bank Alfalah Limited 14997 825 30%
Directors and CEO 7 17,504,353 35.00%
H H. Sheikh Nahayan Mabarak Al Nahayan 17497323 3499%
H.E Sheikh Saif Bin Mohammed Bin Butti 1.085 0.002%
Mr. Khalid Mana Saeed Al Otaiba 1,085 0.002%
Mr. Auif Aslam Bajwa 500 0.001%
Mr. Khaled Jamal Abdul Rahman EKhankfar 500 0.001%
Ms. Anjum Hai 1.085 0.002%
Mr. Abdul Haye Mughal 2,775 0.006%
il:l::mnies having shareholding five percent or 1 5,000,000 10.00%
M/s Electromechamcal Co. LLC 5,000,000 10.00%
Total 12 50,000,000 | 100.00%

ALFALAH INSURANCE
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? International Monitory Fund (IMF)
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- FINANCIAL SUMMARY
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ALFALAH INSURANCE COMPANY LIMITED

CODE OF CONDUCT & PROFESSIONAL STANDARDS

Client Service

The interest 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 couse of complaint relating to claim settlement and otherwise. Our
endeavor is to introduce new and innovative schemes of arrangements for the benefit of
chents so that they will be able to get better services at very economical premivm.and
commission expenses along with heightened investment income, the Company posted
the highest ever profits of Rs864m i1.e. 89% higher than last year.

Compliance with the applicable laws

It is the basic principle of Alfaloh Insurance Company Limited to obey the law of the land
and comply with its legal system. Accordingly, every employee of the company shall ocbey
the law. Any employee guilty of violation will be liable to disciplinary consequences because
of the violation of his/her duties. Every manager and supervisor shall be responsible to see
that there 1s no wviclation of laws wathin his/her area of responsibility which proper
supervision could have prevented. The manager and supervisor shall still be responsible if

he/she delegated particular tasks.

Act with Honesty and Openness

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

Conflict of Interest
Employees must avoid conflicts of interest between their private financial activites ond

conduct of company business.

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

Equal opportunity employer

We are an equal opportunity employer. Cur employees are entitled to a safe and healthy
workplace.
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Bl STATEMENT OF COMPLIANCE WITH THE

CODE OF CORPORATE GOVERNANCE
FOR THE YEAR ENDED DECEMBER 31, 2023

This statement is being presented in compliance with the Code of Corporate Governance
tor Insurers, 2016 for the purpose of establishing a framework of good governance,
whereby an insurer i1s managed in compliance with the best practices of corporate
governance.

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

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

Category Name

Non-Executive Director H H Sheikh Nahayan Mabarak Al Nahavan
Non-Executive Director HE Sheikh Saif Bin Mohammed Bin Butti Al Hamad
Non-Executive Dhirector Mr. Khalid Mana Saeed Al Otaiba

Non-Executive Director Mr. Atif Aslam Bajwa

Non-Executive Director Mr. Khaled Jamal Abdul REahman Khanfar
Female Director Ms. Anjum Hai

Executive Director / Chief | Mr. Abdul Haye Mughal

Executive Officer

There 1s no independent Director on Board due to relaxation provided in the Code of
Corporate Governance for Insurers, 2016. However, the Company shall ensure the
effective representation of independent director at the time of its next elechion of directors.

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

3. All the resident directors of the Company are registered as taxpayers and none of them
has defaulted in payment of any loan to a banking company. A DFl or an NBFI or, being o

member of stock exchange, has been declared as a defaulter by a stock exchange.

4. A casual vacancy occurring on the Board on 27" Apnl 2023 due to the resignation of Mr.
Tanveer Hussain Awan was filled up by Mr. Khalid Jamal Abdul REahman Khanfar within 90
days thereof.

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

& The Board haos 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.

7. All powers of the Board have been duly exercised and decisions on material transactions,
including appointment and determination of remuneration and terms and conditions of
employment of the Chief Executive Officer, other executive directors and the key officers,
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have been taken by the Board.

8. 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 once in every
guarter. Written notices of the Board meetings, olong with agenda ond working papers,
were circulated at least seven (/) days before the meetings. The minutes of the meetings
were appropriately recorded and circulated.

9. The Board has established a system of sound internal control, which 15 effectively
implemented at all levels within the compaony. The Company has adopted and complied

with all the necessary aspects of infernal control given in the Code.

10. The Board arranged OCnrientation course for its directors during the current year to
apprise them of their duties and responsibilihies.

11. The Board has approved remuneration and terms and condihons of employment of
Chief Financial Officer, Company Secretary and Head of Internal Audit.

12. The Directors’ Report for this year has been prepared in complhance with the
requirements of the Code of Corporate Governance for Insurers, 2016 and fully describes

the salient matters required to be disclosed.

13. The financial statements of the Company were duly endorsed by Chief Executive Officer
and Chief Financial Cfhicer before approval of the Board.

14. The directors, Chief Executive Officer 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 Governance tor Insurers, 201 6.

16. The Board has formed the following Management Committees:

Underwriting Committee:

Name Category

Mr. Abdul Haye Chairman

Mr. Raza Javaid Member

Mr. Faisal Arshad Member

Mr. Amer Sarfraz Member & Secretary

Claims Settlement Committee:

Name Category

Mr. Abdul Haye Member

Mr. Adnan Waheed Member

Ch. Manzoor Hussain Member & Secretary
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Reinsurance, Re-takaful and Coinsurance Committee:

Name Category

Mr. Abdul Haye Chairman

Mr. Faisal Arshad Member

Mr. Shahzad Aamir Member & Secretary

Risk Management & Compliance Committee:

Name Category

Mr. Abdul Have Chairman

Mr. Adnan Waheed Member

Mr. Faisal Shahzad Member

Mr. Naveed Akbar Member & Secretary

17. The Board has formed the following Board Committees:

Ethics, Human Resource and Remuneration Committee:

Name Category
Mr. Atif Aslam Bajwa Chairman
Mr. Khaled Jamal Abdul Rahman Khanfer Member
Ms. Anjum Hai Member
Mr. Abdul Haye Member
Mr. Adnan Waheed Secretary

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

Remuneration Committee.

Investment Committee:

Name Category
Mr. Atf Aslam Bajwa Chairman
Mr. Khaled Jamal Abdul Rahman Khanfer Member
Ms. Anjum Hai Member
Mr. Abdul Have Member

Mr. Adnan Waheed

Member & Secretary

18. The Board has formed an Audit Committee. It comprises of three members, all of them
are non-execuhtive Directors including the Chairman of the commitiee. The composition of

the Audit Committee is as follows:

Name of the Member

Category

Mr. Atf Aslam Bajwa

Chairman

Mr. Khaled Jamal Abdul REahman Khanfer Member

Ms. Anjum Ha

Member

19. The terms of references of the Committees have been formed and adwvised to the
Committees for compliance. The frequency of mestings of the Committees were as follows:

AMMNUAL REFORT 2023
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Name of the Committee Frequency of meeting
Ethics, Human Resource & REemuneration Commuttee | Half vearly

Investment Committes Charterly

Audit Committee Quarterly

Underwriting Commuittee Quarterly

Claims Settlement Committee Quarterly

Reinsurance, Re-takaful and Coinsurance Committee Quarterly

Risk Management & Compliance Commiuttee Quarterly

20. The Board has set-up an effective Internal Audit funchon which comprises of suitably
gualified and experienced staff for the purpose and i1s conversant with the policies and
procedures of the Company and are involved in the internal audit function on a regular
basis.

21. The Chief Executive Officer, Chief Financial Othicer, Compliance Officer and the Head
of Internal Audit possess such qualification and experience as is required under the Code
ot Corporate Governance for Insurers, 2016. Moreover, the persons heading the
underwriting, claim, reinsurance, risk management and grievance funchions / departments
possess qualification and experience of direct relevance to their respective funchtions, as
required under section 12 of the Insurance Ordinance, 2000 [Ordinance No. XXXIX of
2000).

Name of the Person Designation
Mr. Abdul Haye Chief Executive Officer
Mr. Adnan Waheed Chief Financial Officer & Company Secretary
Mzr. Faisal Shahzad Head of Internal Audit
Mr. Naveed Akbar Compliance Officer
Mr. Faisal Arshad Head of Underwriting
Mr. Manzoor Hussain Head of Claims
Mr. Shahzad Aamir Head of Reinsurance
Mr. Hasnain Zawar Head of Gnievance Department

There was no new appointment of Chief Executive Officer, Chief Financial Officer,
Company Secretary, Head of Internal Audit, or Complionce Officer during the reporting
year.

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
(Ordinance No. XXXIX of 2000). The statutory auditors have ceonfirmed that they have been
given a satisfactory rating under the Quality Control Review programme of the Institute of
Chartered Accountants of Pakistan, that they or any of the partners of the firm, their spouses
and minor children do not hold shares of the Company and that the firm and all its partners
are in compliance with the International Federation of Accountants (IFAC) guidelines on
code of ethics os adopted by the Institute of Chartered Accountants of Pakistan.

23. The statutory auditors or the persons associated with them have not been appointed to
provide other services and the auditors have confirmed that they have observed |FAC

guidelines in this regard.

24, The Board ensures that investment policy of the Company has drawn up in accordance
with the provisions of the Code of Corporate Governance for Insurers, 201 6.

a7 ALFALAH INSURANCE RESSIE R8RS 4 @] R fo):




25. The Board ensures that the risk management system of the Company i1s in place as per
requirement of the Code of Corporate Governance for Insurers, 2016.

26. The Company has set up a nsk management funchion, which carnies out its tasks as
covered under the Code of Corporate Governance for Insurers, 2016.

27. The Board ensures that as part of the risk management system, the Company gets itself
rated from PACRA which is being used by its risk manogement function / department and

the respective committee as a rnisk monitoring tool. The rating assigned by the said rating
agency on June 16, 2023 is AA+ (ifs) with stable outlook.

28. The Company has set up a grievance funchon, which fully complies with the
requirements of the Code of Corporate Governance for Insurers, 201 6.

29. The Company has not obtained any exemption from the Secunities and Exchange of
Commission of Pakistan in respect of the regquirement of the Code of Corporate

Governance for Insurers, 2016.

30. We will confirm that all other material principles contained in the code of Corporate
Governance for Insurers, 2016 as applicable up to the reporting date have been compiled

by the company

C f Exécutive Officer
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INDEPENDENT AUDITOR’'S REVIEW REPORT
TO THE MEMBERS OF ALFALAH INSURANCE COMPANY LIMITED

REVIEW REPORT ON THE STATEMENT OF COMPLIANCE CONTAINED IN THE CODE OF
CORPORATE GOVERNANCE FOR INSURERS, 2016

We have reviewed the enclosed Statement of Compliance contained in the Code of Corporate Governance
for Insurers, 2016 (the Code) prepared by the Board of Directors of the Alfalah Insurance Company Limited
(the Company) for the year ended December 31, 2023, to comply with the Code issued by the Securities
and Exchange Commission of Pakistan.

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

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

The Code requires the Company to place before the Audit Commiltee, and upon recommendation of the
Aundit Committee, place before the Board of Directors for their review and approval, its related party
transactions. We are only required and have ensured compliance of this requirement to this extent of the
approval of the related party transactions by the Board of Dircetors upon recommendation of the Audit
Committee.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company’s compliance, in all material respects, with the
requirements contained in the Code as applicable to the Company for the vear ended December 31, 2023,

N
AJF. Ferguson & Co.
Chartered Accounlants
Lahore

Date: April 08, 2024

UDIN: CRzozzioo71T7hoXspa

| A.F. FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
308-Upper Mall, Shahrah-e-Quaid-e-Azam, P.0. Box 39, Lahore-54000, Pakistan.
Tel: +92 (42) 3519 9343-50 / Fax: +92 (42) 3510 9351 wnw, proe.comy/ pk

*KARACHI*LAHORE »ISLAMABAD
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INDEPENDENT AUDITOR'S REPORT
To the members of Alfalah Insurance Company Limited
Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Alfalah Insurance Company Limited (the
Company), which comprise the statement of financial position as at December 31, 2023, and the profit
and loss account, the statement of comprehensive income, the statement of changes in equity, the
statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of material accounting policies and other explanatory information, and we state that we
have obtained all the information and explanations which, to the best of our knowledge and belief,
were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, the profit and loss account, the statement of comprehensive income,
the statement of changes in equity and the statement of cash flows together with the notes forming
part thereof conform with the accounting and reporting standards as applicable in Pakistan and give
the information required by the Insurance Ordinance, 2000 and the Companies Act, 2017 (XIX of
2017), in the manner so required and respectively give a true and fair view of the state of the
Company's affairs as at December 31, 2023 and of the profit and other comprehensive income, the
changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in aceordance with International Standards on Auditing (ISAs) as applicable
in Pakistan. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Company in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of
Pakistan (the Code) and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion,

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

Management is responsible for the other information. The other information comprises the
information included in the annual report, but does not include the financial statements and our
auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.

|

| A.F. FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
308-Upper Mall, Shahrah-e-Quaid-e-Azam, P.0, Box 39, Lahore-54000, Pakistan.
Tel: +92 (42) 3519 9343-50 / Fax: +92 (42) 3519 9351 wunw.pwe.com/pk

"KARACHI*LAHORE = ISLAMABAD
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Responsibilities of Management and Board of Directors for the Financial Statements

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

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

Board of directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with 1SAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

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

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

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

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

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

2 of 3 pages Independent Auditor’s Report
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We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

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

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

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

b) the statement of financial position, the profit and loss account, the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the
notes thereon have been drawn up in conformity with the Insurance Ordinance, 2000, the
Companies Act, 2017 (XI1X of 2017), and are in agreement with the books of account;

c) investments made, expenditure incurred and guarantees extended during the vear were for the
purpose of the Company’s business; and

d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).
Other Matter
The financial statements of the Company for the year ended December 31, 2022 were audited by
another firm of Chartered Accountants who had expressed an unmodified opinion on those financial
statements vide their reports dated March 30, 2023.

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

C

A. F. Ferguson & Co,
Chartered Accountants

Lahore
Date: April 08, 2024

UDIN: AR202310071abnSTCrXe
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Bl ALFALAH INSURANCE COMPANY LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2023

Mote 2023 2022
[Rupees in thousand)
ASSETS
Property and equipmennt 3 203,932 181,317
Right-of-use aszet & 7779 82,024
Intanpible aszets 7 T.663 887
Investment property 8 1,588 1.588
Invesiments
Equity securitizs 3 518,243 534 808
Diebt securnities 10 2,176,347 1,688,118
Term depasits " n 2
Loans and cther recevables 12 280,237 202 652
Insurance | Reinsurance receivables 13 916,826 525,283
Reinsurance recovenss against outstanding claims 26 906,887 877,388
Salvage recoveries accrusd 21.699 3224
Dreferred commission expense [ acquisition cost 7 133,42 128,117
Deferred taxation 14 8,308 58,856
Retirement benefits 20 - 288
Prepayments 15 865,117 580,053
Cash and bank 16 474,829 538 463
B.714.437 5419801
Total assete of Window Takaful COperations - Operator's Fund 17 630,482 524 500
TOTAL ASSETS T.404,919 5.844 401
EGHUITY AND LIABILITIES
Capital and reserves attributable to Company’s equity holders
Authorzed capital
50,000,000 {2022: 50,000,000} ordinary shares of Rs.10 each 300,000 500,000
Ordinary share capital 18 300,000 500,000
Reseres 18 213,156 118,436
Unapproprated profits 1,500,123 1.377 462
TOTAL EGUITY 2,513,225 1,803,388
LIABILITIES
Undenariting provisions:
Dutstanding claims including [BNR 26 1,314,412 1,104,318
Uneamed premium reserve 25 1445435 1,184,868
Premium deficiency reserves 10,837 8,210
Unesmed reinsurance commission T 177 838 138,311
Retirement benefits cbligations 20 T.543 -
Premium received in advance 33197 52802
Insurance / Reinsurance payables Fal 248,487 h45 B35
Leasz liabilities 22 93,893 78,820
Unpaid dividend 59,457 -
Oither creditors and accruals 23 601,783 581,808
Taxation - payment less provisions 5814 5,808
4,598 843 3.710.767
Total ksbiities of Window Takaful Operations - Operator's Fund 17 29273 239,738
4,891,584 3,850,503
TOTAL EGUITY AND LIABILITIES 24 7.404,913 5844 401

CONTINGENCIES AND COMMITMENT 5

The annexed notes 1 to 48 form an integral pant of these financial statements.

fr e (o

Diracter Diracter Chiaf Emtm&r:’?ﬁc:r
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Bl ALFALAH INSURANCE COMPANY LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED AS AT 31 DECEMBER 2023

Note 2023 2022
(Rupees in thousand)

Net insurance premium 25 1,685,318 2,213,696
Net insurance claims 26 (1,152,221) (1,198,482)
Premium deficiency (expense) / income (4,627T) 2,915
Met commission and other acquisition cost income [/ {expense) 27 66,094 (496,905)
Insurance claims and acquisition expenses (1,090,754) {1,692 472)
Management expenses 28 (543,586) (489,130)
Underwriting results 50,978 37,094
Investment income 29 479,039 232,436
Other income 30 191,812 86,335
Other expenses H (52,405) (33,597)
Results of operating activities 669,424 322 268
Finance cost 32 (7,508) (7.697)
Profit from Window Takaful Operations - Operator's fund 17 201,734 142,528
Profit before tax 863,650 457 099
Income tax expense 33 {331,966) (153,747)
Profit after tax 531,684 303,352
Eamings (after tax) per share - Rupees 3 10.63 6.07

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

P vrin Director Director Chicf Emmﬁﬁm
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Bl ALFALAH INSURANCE COMPANY LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022

(Rupees in thousand)

Profit after tax 531,684 303,352

Items that may be reclassified to profit and loss
account in subsequent periods (net of tax):

Unrealized gain { (loss) on available-for-sale imestments 96, 760 (44 155)

Items that will not be reclassified to profit and loss
account in subsequent periods (net of tax):

Remeasurement {loss) / gain on retirement benefit obligations (9,017} 1,199
Other comprehensive gain / (loss) for the year 87,743 (42 956)
Total comprehensive income for the year 619,427 260 396

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

Diirector Dhirector Chief E e
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Bl ALFALAH INSURANCE COMPANY LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2023

EJLRLLBIELS [EISUELY BERy}0 e [RIGEII LE LG g1 0} | SE0U PRXBLLE BL|

GZE'ELG'Z &L 0L 000'0G 1L GLE 19 LEE'L 000'00% EZOT 'LE JSCLIEaag] 18 SE sIUE|EY
(0o 0oL (o0 oaL) (aeys ted -7 sad) %07 @ 2208 Bgueoa]
| E pEpUS BBY BLI0 pUBPRIP [BLLY
LF' 6LY 199 235 A 09l o5 v JB il B a0} aLcoL) BasUeesdwoD B
mﬁ A LLO'E] . ne.' o8 . JE aL Iy awnoU susuaLEudLInD 1810
T LEF 1 LES 2 x . A, B} o
AEA’ B56'L r LIE' L 000'0s L [FrErE] LAE'L 000'00% 0T ' LE Jeqean] 18 88 ELe| ey
(o0 0oL (oo 0oL (aeys ad -7 sadrd) %02 @ | 208 Boueoa]
| E PBpLE BB BLI0 PUBPRIP [BLLY
9GE (8T 155 - (551 1) Eal By} o Buoou sususyaduos [Eo]
(05 27 | . (TR JER, B0 BLUGELI FUELELEIALIND 160
256 EOE 56 EE d - JERA, ALY 3 Pl
205 EEa'l FLE'ELE | 0G| (1] bl 18E'} 000’ 0 Z20C '| AENUET B BB BOLB|EQ
{puesnoLp U s eedmy )
pud sHAIES Y Aauoll dnpjed pue
ekt paeudoddey  PMEM IR ap ey 1soclap aieLg E..m_w__”d
BAIBEES BrILIEA BY aadeand |Bpdes |eyden aelg

AUBCLLIGY BLY O S8 oL A Nbe o B Iqenguy

\

Dhirector

Diirector

ALFALAH INSURANCE REASIg I RS 42 @] @ Bl

4610




Bl ALFALAH INSURANCE COMPANY LIMITED
CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2023

Operating cash flows
a) Underwriting activities

Insurance premium received

Reinsurance premium paid

Claims paid

Reinsurance and other recoveries receied
Commission paid

Commission received

Management expenses paid

Met cash flow from underwriting activities

b} Other operating activities

Income tax paid

Other (paid) / received

Loans disbursed

Loans repayments received

Met cash flow from other operating activities

Total cash (used in) / generated from all operating activities

Investment activities

Profit / retum receied on bank deposits

Dividends received

Payments for investments

Proceeds from disposal of imestments

Fixed capital expenditure

Proceeds from disposal of operating fixed assets
Total cash generated from investing activities

i ; ivii

Payment of lease liability in respect of right-of-use assets

Dividend paid
Total cash flow from financing activities

Met cash flow from all activities
Cash and cash eguivalents at beginning of the year
Cash and cash equivalents at end of the year

The annexed notes 1

to 46 form an integral part of these financial statements.

uﬁumﬁuf

2023

2022

(Rupees in thousand)

3,005,696 4,402,003
(2,300,445) (1,636,567)
(1,560,645) (1,787.787)
418,833 386,444
(405,306) (988,936)
435711 384,112
(407,439) {441,154}
136,405 318,115
(339,143) (144,124)
{15,032) 44,159
{18,786) (13,866)
16,115 12,377
{356,346) {101,454)
{220,441) 216,661
383,514 229788
34,867 49,630
(8,945, 166) (5,850, 400)
8,800,579 5,700,853
(43,857) (29,352)
684 1,831
230,621 111,350
(33,309) (34,208)
{40,505) {100,000}
(73,814) {134,206)
(63,634) 193,805
538,463 344 653
474,829 538,463

Ly

47 ALFALAH INSURANCE

Dhirector

.
/
Chief Emmﬁﬁm
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Bl ALFALAH INSURANCE COMPANY LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022
(Rupees in thousand)

Reconciliation to profit and loss account

Cperating cash fiows (220,441) 216,661
Depreciation expense {40,982) (34,930}
Finance cost (8, 727) (8,735)
Amortization of intangibles {3,619) (2, 464)
Gain on disposal of operating fized assets 230 569
Profit on sale of investments 104,348 40,30
Impairment in value of aveilable-for-sale investments 22,072 {65,735)
Dividend and other income 461,829 292 361
Decrease in assets other than cash 844 268 454 622
Increase in liabilities other than borrowings (846,640) (758 470)
Un-realized gain in value of held for trading investment 17,012 16,644
Profit from Window Takaful Operations 201,734 142 528
Profit after taxation 531,684 303,352

Cash for the purposes of the statement of cash flows consists of

Cash and other equivalents 5,535 3,602
Current and other accounts 469,294 534, 861
Total cash and cash equivalents 474, 829 538,463

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

rd -/L;:\)V
Chamman Diiremctor Director Chief En:ﬂ:l!&n:’?(ﬁc:r
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Bl ALFALAH INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2023

1 LEGAL STATUS AND NATURE OF BUSINESS

Alfalah Insurance Company Limited (the Company') is o public limited company incorporated in Pokistan on
27 December 2005 under the repealed Componies Ordinance, 1984 (now the Companies Act, 2017). The
Company is engaged in general non-life insurance business. The registered office of the Company is situoted
at 5-Saint Mary Park, Gulberg-lll, Lahore.

The Company was granted authorization on 30 September 2015 under Rule 6 of the Takoful Rules, 2012 to
vndertake Window Tokoful Operations in respect of general takoful products by Secunities and Exchange
Commission of Pakistan [SECP) and commenced Window Tokoful Operotions on 13 Jonuary 2016.

1.1 The Company operates through the following locations in Palastan;

Locations Address

Head Office - Lohore 5-Saint Mary Park, Gulberg-lll, Lahore

South LZone Karachi Office 13t Floor, Finlay House, |.|l. Chundrigar Road, Karachi

Peshawar Office Ays Centre, 2nd Floor, Arbob Food, Peshawar Caontt, Peshawar

Islamabad Office 2nd Floor, Bank Alfalah Building, Markoz 1-8, Islamabad

Faisalabad Cffice "2nd Floor, Meezan Executive Tower, Liogat Road, Faisolobad

Gujranwala Office 13t Floor, Al-Hameed Centre, Opp Govt. Igbal High School, G.T.
Foad, Gujranwala

Sialkot Office 13t Floor, City Tower, Shahob Pura Road, Sialkot

Multan Office 10-A, 2nd Floor, Tehsil Chowk, Bosan Road, Multan

Hyderabad Branch House Mo.4%, 2nd Floor, Dr. Line Soddar Cantt, Hyderabaod

2 BASI5 OF PREPARATION AND STATEMENT OF COMPLIANCE
2.1 Statement of comphance

2.1.1 These financial statements have been prepared in occordance with accounting and reporting standards
as applicable in Pokistan. The accounting and reporting stondards comprise of:

- Internotional Financial Reporting Standards (IFRS) 1ssued by the International Accounting Stondords Board
(lASB) as are notrhed under the Companies Act, 2017; and

- Provisions of and directives issued under the Companiez Act, 2017 ond the Insurance Ordinance, 2000, the
Insurance Rules, 2017, the Insurance Accounting Regulations, 2017, the Tokoful Rules, 2012 and General
Takaoful Accounting Regulations, 2019,

In cose reguirements differ, the provisions of and directives issued under the Companies Act, 2017, the
Insurance Ordinance, 2000, the Insurance Rules, 2017, the Insurance Accounting Regulations, 2017, the
Takaful Rules, 2012 and General Tokaful Accounting Regulations, 2019 shall prevail.

2.1.2 As per the requirements of the SECP Takoful Rules, 2012 and SECP Circular Mo. 25 of 2015 dated 0%
July 2015, the assets, lichilities and profit and loss of the Operator's Fund of the Window Takaful Operations
of the Company have been presented oz a single line item in the stotement of finanaal position and profit and
loss account of the Company respectively. A separote set of finoncial statements of the Window Tokaoful
Operations has been annexed to these financial statements os per the requirements of the Tokoful Rules, 2012,
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2.2 Basis of measurement

These financial statements have been prepored under historical cost convention except for certoin foreign
currency translation adjustments, certain  financial instruments carned at fair value, and defined benefit
obligotions under retirement benefit obligotions ond lease liobilities carned ot present value. All fronsachions
reflected in these financial stotements are on accreal baosis except for those reflected in the cosh flow
statement.

2.3 Functional and presentation currency

ltems included in the finoncicl stotements cre measuvred using the currency of the primory economic
environment in which the Company operates (the functional currency'). The financial staotements are
presented in Paok Rupees, which iz the Company's funchonal and presentation currency. All the financial
information presented in Rupees hos been rounded off to the nearest thousand in rupees, unless otherwize
stated.

2.4 5Standards, interpretations ond amendments to the accounting and reporting standards as
applicable in Pakistan that are effective in the current period

There are certain new and omended standards, interpretations and amendments that are maondatory for the
Company's occounting periods beginning on or ofter January 1, 2023 but are considered not to be relevant
or do not have any significant effect on the Company's operafions and therefore, have not been detailed in
these finonaial statements.

2.5 5tandards and amendments to accounting and reporting standards that are not yet effective
and have not been early adopted by the Company

Effective date (annual reporting periods
beginning on or after)

IFRS 7 Financial Instruments: Disclosures (Amendments) January 1, 2024
IFRS 16  Leases {Amendments) Jonuary 1, 2024
(A5 1 Presentation of Finanaal Statements (Amendments) January 1, 2024
A5 7 Statement of Cash Flows {Amendments) Joanuary 1, 2024
A5 21 The Effects of Changes in Foreign Exchonge Rotes (Amendments) January 1, 2025
IFRS 17  Insurance Contracts January 1, 2026

Other than the oforementioned standards, interpretotions and omendments, 1ASBE hos also issued the
following stondards and interpretation, which hove not been notified locally or declared exempt, in relation
to the Company, by Securities and bxchange Commission of Palastan (SECF) oz ot December 31, 2023:

IFRS 1 First Time Adoption of International Financial Reporting Stondards
IFRS 51 General Reguirements for Disclosure of Sustainability-related Financial Informotion
IFRS 52 Climate-related Dizclosures

2.6 Amendmentis to IFRS 4 applying IFRS 9 Financial Instruments with IFR5 4 Insurance contracis
The Company meets the eligibility cntena of the temporary exemption from IFRS 9 and intends to defer the
application of IFRS 2 until the effective dote of the new insurance confracts standord (IFRS 17) for annual
reporting periods beginning on or after lonuary 1, 2023, as cllowed by the Secuniies aend Exchange
Commussion of Palastan [SECP) through 5.R.0. 1715 (1)/2023 doted Movember 21, 2023.

The temporary exemption enables eligible entihes to defer the implementation date of IFRS 2 for annual
periods beginning on 1 Jonuary 2023 and continue to apply IAS 39 to financial assets ond liabilines. An entity
may apply the temporary exemption from [FRS 2 if:

(1) 1t hos not previously applied any version of IFRS 2, other than only the requirements for the presentation of
gains and losses on financial liabiliies designated as FVPL; and

(i1} its acthvities are predominantly connected with insurance on its onnual reporting date.
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3 USE OF JUDGEMENT AND ESTIMATES

The preparation of financial statements in conformity with approved accounting standards requires manage-
ment fo make judgments, estimates and assumptions that affect the application of policies and reported
amounts of assets and habilities, income and expenses. The estimates and associated assumptions are based
an historical experience and various other factors that are believed to be reasonable under the circumstances,
the results of which form the basiz of moking the judgments about carrying values of assets and habilities 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 peried in which the estimate is revised if the revision alfects only that period,
or in the period of the revision and future periods if the revision affects both current and future penods.

The areas invalving 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:

Mote

- Provision for doubttul recervables 4.7.16
- Provision for outstanding claims including claims incurred but

not reported {IBNE] 4.1.12
- Premium deficiency reserve 4.1.13
- Defined beneht plans 4.2.3
- Provision for taxation including the amount relating to tax contingency 4.1.19
- Useful lives, pattern of economic benefits and impairments - Fixed assets 4.1.18 4.2.2
- Useful lives, pattern of economic benefits and impairments - lnvestment property 4.2.1
- Segment reporting 4.1.20

4 ACCOUNTING POLICY INFORMATION
4.1 MATERIAL ACCOUNTING POLICY INFORMATION

The Company adopted Dhsclosure of Accounting Policies [Amendments to IAS 1 and IFRS Practice Statements
2 'Making Materiality Judgements') from January 1, 2023. Although amendments did not result in any chang-
es to the accounting policies themselves, they impact the accounting policy information disclosed in the finan-
cial statements.

The amendments require disclosure of 'material’, rather than 'significant' accounting policies. The amend-
ments also provide the quidance on the opplication of materiality to disclosure of accounting policies, assist-
ing entihies to provide useful entity specific accounting policy information that user need to understand other
infarmation in the financial statements.

The matenal accounting policies set out below have been applied consistently to all periods presented In
these financial statements.

4.1.1 Property and equipment
Operating fixed assets:

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

Cost comprises of purchase price including import duties and non-refundable purchase taxes after deduching
trade discounts, rebates and includes other costs directly attributable to the acquisition or construction includ-
ing expenditures on the matenal, labour and overheads directly relating to construction, erection and instal-
lation of operating fixed assets.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropn-
ate, only when it iz 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
profit and loss account during the year in which they are incurred.
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Depreciation on operating fixed assets is charged to profit and loss account using straight line method so as
to write off the historical cost of an asset over its estimated vseful life af the rates mentioned in note 5.1 after
taking their residual value into account.

Depreciation on additions to operating fixed assets is charged from the month in which the asset 1z acquired
or capitalized, while no depreciation is charged for the month in which the asset is disposed off.

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 i1s derecognized upon disposal when no future economic benefits are
expected from its use or disposal. Gain or loss on disposal of an asset 15 determined by comparing the
proceeds from sale with the carrying amount and is recognized in profit and loss account.

Capital work-in-progress

Capital work in progress is stated at cost less identified impairment loss, if any and represents expenditure
incurred on assets during the construction and installation. Cost also includes applicable borrowing costs, if
any. Transfers are made to relevant categories as and when assets are available for use.

4.1.2 Financial instruments

Financial assets and liabilities are recognized when the Company becomes a party to contractual provisions
of the instrument and de-recognized when the Company loses 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 15 included in profit
and loss account.

4.1.2.1 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 and loss) are recogrized imitially
an the trade date, which is the date that the Company becomes a party to the contractual provisions of the
instrument.

The Company derecogmizes a financial asset when the contractual rights to the cash flows from the asset
expire, or it transfers the nghts to receive the contractual cash flows in a transaction in which substanhally all
the risks and rewards of ownership of the financial asset are transferred. Any interest in such transferred
financial assets that 1s created or retained by the Company is recognized as a separate asset or liability.

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

Financial assets at fair value through profit ond loss account

A financial asset is classified as ot fair value through profit and loss account if it is classified as held-for
trading or is designated as such on imihal recognition. Financial assets are designated as at fair value through
profit and loss account 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 transachion costs are recognized in profit and loss account as incurred. Financial assets
at fair value through profit and loss account are measured at fair value and changes therein, which takes into
account any dividend income, are recogmzed in profit and loss account.

Held to maturity financial assets
If the Company has the positive intent and ability to hold debt securities to matunity, 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 to initial recognition, held-to-maturity financial assets
are measured at amortized cost using the effective inferest method, less any impairment losses.
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Loans and receivables

Loans and recervables are financial assets with fixed or determinable payments that are not quoted in an
achive market. Such assets are recognized inhally 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.

Available for sale financial assets

Available for sale financial assets are non-dernvative 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 imitially at fair value plus any directly attnibutable transaction costs.

Subsequent to inhial 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 and loss account.

4.1.2.2 Non-derivative financial liabilities

The Company initially recognizes debt secunties issued and subordinated lighilifies on the date that they are
arnginated. All other financial habiliies are recognized inthially 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 hability when its contractual obligotions are discharged, cancelled or
expire.

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

4.1.2.3 OHsetting of financial assets and financial liabilities

A financial asset and a financial hiability i1s offset and the net amount is reported in the statement of financial
position if the Company has a legal enforceable right to set off the recognized amount and intends either to
settle on a net basis or to realize the asset and settle the liability simultanecusly.

4.1.3 Impairment
Financial assets

A financial asset is assessed at each reporting dote to determine whether there is any objective evidence that
it 15 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 characternistics. A
financial asset is considered to be impaired if objective evidence indicates that one or more events have had
o negative effect on the estmated future cash flows of the assef.

An impairment loss in respect of a financial asset measured ot amortized cost is calculated as the difference
between its carrying amount, and the present value of the estimated future cash flows discounted at the
orniginal effective interest rate. Impairment loss in respect of a financial osset measured at fair value s
determined by reference to that fair value. All impairment losses are recogmized in profit and loss account. An
impairment loss is reversed if the reversal can be related objectively to an event occurnng 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 sole financial assets are recognized by reclassifying the losses
accumulated in the fair value reserve to profit and loss account. The amount reclassified i1s 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 and loss account. If the fair value of an impaired available
for sale debt secunty 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 account,
atherwise it is reversed through other comprehensive income.
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Mon-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. f any such indication exists, then the assef's recoverable
amount is eshmated. 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 o pre-tax discount rate that reflects current market assessment of the time value of money and
the nisks speafic to the asset. For the purpose of impairment testing, assets that cannot be tested individually 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 15 an indication that a corporate
asset may be impaired, then the recoverable amount 1z determined for the CGU to which the corporate asset
belongs. An impairment loss is recognized f the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount. Impairment losses are recognized in profit and loss account.

4.1.4 Insvrance 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 offects 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 main categories, depending on the nature and duration of nsk and
whether or not the terms and conditions are foed.

- Fire and property damage

- Marine, aviation and fransport
-Motor

- Acaident and health

- Others including miscellaneous

These contracts are normally one year insurance contracts except marine and some contracts of others including
miscellaneous class. Normally all marine insuronce contracts are of three months penod. In others including
miscellaneous class, some engineering insurance contracts are of more than one year penod.

These controcts are provided to all types of customers based on assessment of insurance risk by the Company.
Mormally personal insurance confracts e.g. vehicle, personal accident, efc. 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 fo commercial organizations.

Fire and property domage insurance controcts mainly compensate the Company's customers for domage suffered
to their properties or for the value of property lost. Customers who undertake commercial activities on their
premises could also recernve compensation for the loss of earnings coused 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 fransport or property by which
cargo is fransferred, acquired, or held between the points of ongin and final destination.

Motor insurance provides protection against losses incurred as a result of theft, fraffic acaidents and against third
party hability that could be incurred in an acaident.

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

Other various types of insurance are classified in others including miscellaneous category which includes,
terrorism, worker compensatfion, products of financial institutions, crop etc,

The Company also accepts insurance rnisk pertaining fo insurance contracts of other insurer as co-insurance
contracts and reinsurance inward. The insurance nzk involved in these contracts is similar to the contracts
undertaken by the Company as insurer. All reinsurance inward contracts are facultative [speciic nsk) acceptance
contracts.
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Premiums and administrative surcharge

Premium is recognised on the basis of the Rule of 24.
Premiums and administrative surcharge recerved / recervable under a policy or cover note 1s 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 peniod 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 iz recognized as
revenue in accordance with the pattern of the incidence of nsk.

Administrative surcharge represents documentation and other charges recovered by the Company from policy
holders in respect of polices 1ssued and i1s recognized in accordance with pattern. Administratrve surcharge is
recognized, at a rate of 5% of the premium restricted to a m@mamum of following limits:

Class Rupees
B 3,000
Marine 2,000
Motor 3,000
Engineering 5,000
Health 5,000
Other including Miscellaneous 5,000

4.1.5 Provision for unearned premiuvm

Frowvision for unearned premium represents the portion of premium written relating to the unexpired penod of
coverage and is recognized as a liability by the Company an the follovang basis:

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

- for Fire, Motor, Miscellaneous and Health business, premium wnitten is recognized as provision for unearned
premium by applying the 1/24th method.

4.1.6 Receivables and Payables related to insurance contracks

Insurance / reinsurance recervable and payable including premium due but unpaid, relating to insurance
contracts are recognized when due and carmied at cost less provision for impairment {if any). The cost is the fair
value of the consideration to be received / paid in the future for services rendered / received. These amounts also
include due to and from other insurance companies and brokers.

Premium received in advance is recognized as liability till the fime of issuance of insurance contract there against.

An assessment is made ot each reporting date to defermine whether there 1s an objective evidence from external
as well as infernal sources of information that a financial asset or group of assets may be iImpaired 1.e. recoverable
amount at the reporting date i1s less than the earming amount of the asset. f such endence exsts, the estimated
recoverable amount of that asset is determined and any impairment loss is recognized, in the profit and loss
account, for the difference between the recoverable amount and the carrying amount. Provisions for impairment
are reviewed at each reporting dote and adjusted to reflect the current best estimates. Changes in the provisions
are recognized as income or expense, in the profit and loss account.

4.1.7 Reinsvrance confracis held

The Company enters into reinsurance contracts in the normal course of business in order fo limit the potenhial for
losses anising from certain exposures. Reinsurance contracts includes treafy reinsurance, whereby certain agreed
proportion of nsks are shared with the pariicipating companies, hence higher underwrifing copacity vath larger
spread becomes availoble. Depending upon the nature and / or size of the nsk ot fimes reinsurance of excess of
capacity is also placed on case to case basis under facultative reinsurance arrangement. The Company also
accepts facultative reinsurance from other local Insurance companies provided the risk meets the undervmiting
requirements of the Company.
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Outward reinsurance premiums are accounted for in the same period as the related premiums for the direct or
accepted reinsurance business being reinsured. The rnisks undertaken by the Company under these contracts for
each class of business are stated in the financial statements.

Reinsurance liabilities represents the balances due to reinsurance companies. Amounts payable are estimated in
a manner consistent with the related reinsurance contract. Reinsuronce assets represent balonces due from
reinsurance companies. Amounts recoverable from reinsurers are estimated in a manner consistent with the
provision for outstanding claims or seffled claims asscciated with the reinsurance policies and are in accordance
with the related reinsurance contract.

Reinsurance assets or liabilities are derecognized when the confractual rights or obligations are extinguished or
expired. Furthermore, reinsurance assets are not offset against related insurance liakilities. Income or expenses
from reinsurance contract are not off set against income or expenses from related insurance assets.

The Company assesses its reinsurance assets for impairment on reporiing date. If there 1s an objective evidence
that the reinsurance asset is impaired, the Company reduces the carrping amount of the reinsurance asset fo its
recoverable amount and recognizes the impairment loss in the profit and loss account.

‘The portion of reinsurance premium not recognized as an expense is shown as a prepayment. Prepayment [L.e.
premium ceded fo reinsurers) is recognized as follows:

- for reinsurance contracts operating on a proportional basis, a liability to the reinsurer iz recognized on
attachment of the underying policies reinsured, while an asset is recognized for the unexpired penod of
reinsurance coverage at the reporting date as prepaid reinsurance premium ceded and the same is expensed over
the period of underlying policies.”

Commission income from reinsurers is recognized at the time of issuance of the underlying insurance policy by the
Company. This income is deferred and brought to profit and loss account as commission income in accordance
with the pattern of recognition of the reinsurance premium to which it relates. Profit commission and no daim
bonus (if any), which the Company may be entitled to under the terms of reinsurance, is recognized on accrual
basis.

4.1.8 Reinsurance expense

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

Reinsurance premium shall be recognized as on expense. For proportional reinsurance business, evenly over the
pericd of the underlying policies, for non-proportional reinsurance business, evenly over the peniod of indemnity.

The porhion of reinsurance premium ceded not yet recognized as an expense is recognized as a prepayment. The
prepaid portion of premium ceded is recognized as an asset. Such asset 15 colculated by applying the 1/24th
method, whereby the liakbility shall equal 1/24 of the premium ceded relating fo 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.

4.1.2 Commission expense / acquisition cost

Commission expense incurred in obtaining and recording insurance policies 15 charged to the profit and loss
account based on the pattern of recogrition of related premium revenue.

4.1.10 Deferred commission expense/ acquisition cost

Deferred commission expense represents the portion of commission expense relating fo the unexpired penod of
insurance contract and s recognized as an asset. It i1z calculated in accordance wath the pattern of its related
unearned premium income.

4.1.11 Claims Expense

General insurance claims include all claims occurnng 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 salvoge and other recovenes, and any adjustments to daims cutstanding from previous years.
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4.1.12 Provision for outstanding claims incurred but not reported (IBNR)

The Company recognizes liability in respect of all claims incurred up to the statement of hinancial position date
which iz measured at the undiscounted value of the expected future payments. The claims are considered 1o be
incurred at the fime of the incdent giving nise 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 indridual
case estimates. The liability for claims includes amounts in relation to unpaid reported claims, claims incurred
but not reported (IBME} and expected claims settlement costs.

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

Claims incurred but not reported

‘Securnities and Exchange Commission of Pakistan (™SECP™), through its circular @ of 2016 dated 0% March
20168, issued "Guidelines for estimatfion of incurred but not reported {IBMR} claims reserve 2016™

[“Guidelines") for non-lite insurance Companies and required to comply wath all provisions of these guidelines
with effect from 1 July 2016."

These Guidelines require the Company fo 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 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 IBME estimate.

Az required under the Guidelines, the Company uses CLM by involving an actuary for determination of
provision against IBNE. Accordingly, the actuarial valuation as at 31 December 2023 has been carried out by
independent firm of actuaries for determination of IBME for each class of business. The acuarial valuation is
based on a ronge of standard actuanal claim projection technigues, based on empirical data and current
assumptions (os explained in preceding paragraph) that may include a margin for adverse deviation as
required / allowed under the Guidelines. The method used, and the estmates made, are reviewed annually.

4.1.13 Premium deficiency reserve

The Company maintains a provision in respect of premium deficiency (also called unexpired risk reserve) on
aggregation basiz (except for health class) where the unearned premium ligbility 1s not adequate to meet the
expected future liability, ofter reinsurance, from claims and other claim handling expenses expected to be
incurred after the statement of inancial position date in respect of the unexpired policies as at the statement of
financial posiion date. The movement in the premium deficiency reserve is recorded as an expense / income
in the profit and loss account for the year.

For this purpose, premium dehiciency reserve on aggregafion basis and for health class 15 determined by
independent actuary. The actuary determines the prospective loss ratio on aggregation basiz and applies
factors of unearned and earned premiums and uses assumphions appropriate fo arnve ot the expected claims
settlement cost which when compared with unearned premium reserve (UPR) shows whether UPR iz adequate
to cover the unexpired risks. If these ratios are adverse, premium deficiency reserve iz determined.

Based on recommendation of actuary, the unearned premium reserve, on aggregation basis, atf the year end
iz not adequate to mest the expected future hiability after reinsurance claims and claim handling expenses,
expected to be incurred after the statement of financial posiion date in respect of policies in force at the
statement of financial position date. Therefore, no premium deficiency reserve has been accounted for in these
financial statements, however for health class premium deficiency reserve has been accounted for separately.

4.1.14 Caszh and cash equivalents

Cash and cash equivalents are carried 1n the statement of financial posiiion at cost. For the purposes of cash
flow statement, cash and cash equrvalents comprise cash in hand, deposits with banks and stamps in hand.

4.1.15 Creditors and accruals

Liabilities for creditors and other amounts payable are carried at cost which is the fair value of the consideration
to be paid in the future for the goods and / or services received, whether or not hilled to the Company.
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4.1.156 Provisions and contingencies

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

Where outflow of resources embodying economic benefits 1z not probable, a contingent hability 15 disclozed,
unless the possibility of outflow 15 remote.

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That 15, if the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

Company as lessea

The Company applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Company recognizes lease habilities to make lease payments and
right-of-use assefs representing the nght to use the underlying assets.

Right-of-use assets

The Company recogmizes right-of-use assets at the commencement date of the lease (L.e., the dote the
underlying asset is available for use). Right-of-use assets are meosured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities recognized, imitial direct costs incurred, and leasze
payments made at or before the commencement date less any lease incentves recerved. Right-of-use assefs
are depreciated on a straight-line basis over the shorter of the lease term and the estimated useful lives of the
assets.

If ownership of the leased asset transfers to the Company at the end of the lease term or the cost reflects the
exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

The nght-of-use assets are also subject to impairment. Refer to the note 4.1.3
Laase liabilities

At the commencement date of the lease, the Company recognizes lease habilites measured at the present value
of lease poyments fo be made over the lease term. The lease payments include fixed payments (including
in-substance fxed payments) less any lease incentives recevable, variable lease payments that depend on an
index or a rate, and amounts expected to be paid under residual value guarantees. The lease payments also
include the exercize price of a purchase option reasonably certoin to be exercized by the Company and
payments of penalties for terminating the lease, if the lease term reflects the Company exercising the option to
terminate. Variable lease paoyments that do not depend on an index or a rate are recognized as expenses
[unless they are incurred to produce inventories) in the period in which the event or condition that triggers the
payment occurs,

In calculating the present volue of lease payments, the Company uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease i1s not readily determinable. After the
commencement date, the amount of leaze lichilihes iz increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured f there is a
modification, a change in the lease term, a change in the lease payments (e.g., changes to future payments
resuling from a change in an index or rate used to determine such lease payments) or a change in the
assessment of an option to purchase the underlying asset.

4.1.17 Revenue recognition
Premium income and administrative surcharge

Premium income and administrative surcharge is recognised in line wath note 4.1.4.

ALFALAH INSURANCE BERSIg IS 42 @] 8 Bl 551




Commission income

Commission income from other reinsurers 1s recognized at the time of issuance of the underlying insurance
policy by the Company. This income 15 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 any, under the
terms of reinsurance agreements is recognized when Company's right o same are established.

The unearned portion of commission income is recognized as a liability. Such liability iz calculated by opplying
the twenty-four method, whereby the liability shall equal 1/24 of the commission relating to policies
commencing in the first month of the insurer's financial year, 3/24 of the commission relating to policies
commencing in the second month of the insurer's financial years, and so on.

For facultative ccceptance the basis of recognizing commission and determining the unearned commission
reserve is the same as for the direct policies.

Dividend income

Dividend income including bonus shares are recognized when night to receve such dividend or bonus shares
iz established.

Interest income and other returns

Interest / mark-up i1s accrued on @ time proportion basis by reference to the principal outstanding and the
applicable rate of return.

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

Miscellaneous Income

Return on bank deposits is recognized on a fime proportion basis taking into account the effective yield.
Other revenues are recognized on accrual basis.

4.1.18 Management expenses

Management expenses are recognized in profit and loss account on accrual basis. Manogement expenses that
are directly attributable to the distinguished operation of business (i.e. Conventional insurance business and
Window Takatul Operations) are direcily charged to the relevant business, whereas, common management
expenses incurred for both conventional insurance business and Window Takaful Operations are
proportionately charged on the basis of volume of respective business.

4.1.19 Taxation
Current

Prowvision of current tax is based on the foxable income for the year determined in accordance with the
prevailing law for taxation of income. The charge for current tax 1s 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 arsing from assessments framed during the year for such years.

Deferred

Deferred tax iz accounted for using the statement of financial position 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 ligbilities are generally recognized for all toxable temporary differences and deferred tox ossets are
recognized fo the extent that it is probable that taxable profits will be availlable against which the deductible
temporary differences, unused tax losses and tax credits can be utilized.

57 ALFALAH INSURANCE RESSIE R8RS 4 @] R fo):




Deferred tax iz calculated at the rates that are expected to apply o the period when the differences reverse
based on tax rates that have been enacted or substantively enacted by the stotement of financial position date.
Deferred tax is charged or credited in the profit and loss account, except in the case of items credited or
charged to other comprehensive income in which case it 15 included in other comprehensive income.

4.1.20 Segment reporting

A business segment 13 a distinguishable component of the Company that i1z 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 lnsurance 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 ond ossessing performance of the operating segments. The
performance of segments iz evaluated on the basis of underwnting results of each segment.

Based on itz classification of insurance contracts 1ssued, the Company has five primary business segments for
reporting purposes namely fire, marnne, motor, health and others including nuscellaneous. The nature and
business activities of these segments are disclosed in note 4.1.4. Since the operation of the Company are
predominantly carried out in Pakistan, information relating to geographical segment 1z not considered relevant.

The accounting policies of operating segment are the same as those described in the summary of the matenal
accounting policy information.

Assets, liobilihes and copital expenditures that are directly attributable to segments have been assigned 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 habilihes.

4.1.21 Dividend distribution

Dividend to ordinary shareholders is recognized as a deduchon from accumulated profit in statement of
changes in equity and as a liability in the Company”s financial statements in the year in which 1t is approved.

4.1.22 Salvage recoveries

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

4.1.23 Window Takaful Operations

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 2023.

4.2 SUMMARY OF OTHER ACCOUNTING POLICIES

Other than maternial accounting policies applied in the preparation of these financial statements are sef out
below for ease of users understanding of these financial statements. These polices have been applied
consistently for all periods presented, unless otherwise stated.

4.2.1 Investment Property

Property held for capital appreciation purpose is classified as investment property. The investment property of
the Company comprises of land and is valued using the cost method less any identihed impairment loss.

Fair value 1z disclosed and 15 determined based on an annual valuation performed by an accredited external
independent valuer applying a valuation model recommended by the International Valuation Standards
Committee. Any gain or loss on disposal or retirement of investment property represented by the difference
between the sale proceeds and the carrying amount of the asset is recognized as income or expense in the profit
and loss account.

The usetul lives, residual values, depreciation method and impairment losses are reviewed on a regular basis.
The effect of any changes in estimate is accounted for on a prospective basis. Further, fair value determination
for the purpose of impairment loss requires adjustments for any differences in nature, location and condition
of the investment property, if any, which involves significant judgment.
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Investment properties are derecogrised either when they have been disposed of (i.e., af the date the recipient
obtains control) or when they are permanently withdrawn from use and no future economic benefit is expected
from their disposal. The difference between the net disposal proceeds and the carrying amount of the asset i3
recognised in profit and loss in the penod of derecognition.

Transfers are made to (or from) investment property only when there is a change in use. For a transter from
investment property to owner-occupied property, the deemed cost for subsequent accounting is the fair value at
the date of change in use. if ovmer-occupied property becomes an investment property, the Company occounts
for such property in accordance with the policy stated above property and equipment up to the date of change
in use.

4.2.2 Intangible assets

Intangible asset is stated at cost less accumulated amorhization for finite intangible asset and identified
impairment loss, it any. Finite infangible assefs are amortized using straight line method over its estimated usetul
life at the rates mentioned in the note 7.

Amortization on addiions to intangible assets 1z charged from the month in which an asset 1z put to use and on
disposal up to the month of disposal. The estimated useful life ond 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.

The Company assesses at each statement of financial position date whether there 1z any indication that infangible
asset may be impaired. If such indication exists, the carrying amount of such assets are reviewed fo assess
whether they are recorded in excess of their recoverable amount. Where carrying values exceed the respective
recoverable amount, assets are wrnitten down to their recoveroble amounts and the resulting impairment loss is
recognized in profit and loss account 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 recognized, the amorhzation charge iz adjusted in the
future periods to allocate the asset's revised carrying amount over is estimated vsetul life.

4.2.3 Employees benefit plans

Salanes, wages and benefits are accrued in the period in which the associated services are rendered by
employees of the Company and measured on an undiscounted basis. The accounting policy for employee
retirement benefits 1z described below:

Fost employment benehts - Defined contribution plan

‘The Company operates an approved contributory 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
of 5.33% (2022: 3.33%) of basic salary."

Obligations for contnbutions to defined contribution plans are expensed as the related sernce 1= provided.
Prepaid contributions are recogrnized as an asset to the extent that a cash refund or a reduchion in future
payments is available.

Post employment benefits - Defined benefit plan

The Company has established an approved gratuity fund for all permanent employees including Window Takatul
Operations. Monthly contributions are made to the fund on the basiz of actuanal recommendations and in line
with the provisions of the Income Tax Ordinance, 2001. The Company’s net obligation in respect of defined
benetit plans 1z calculated separately for plan by estimating the amount of future benehts that employees have
earmned in current and prior periods, discounting that amount and deducting the fair value of any plan assets.

The calculation of defined benefit obligation 15 performed annually by a qualified actuary using the ‘Projected
Unit Credit Method' and latest actuarnal valuation has been carried out at 31 December 2023, When calculation
results in a potential asset for the Company, the recognized asset is limited to the present value of economic
benetits available in the form of refunds from the plan or reduchions in future contributions to the plan.

Actual gains and losses arising from experience adjustments and changes in actuorial 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 beneht schemes are mentioned in note

20.
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514 Disposal of property and equipment

2023
y Relationship "
Particul Het book Sal Gain /(] Mode of
Particulars zf t:u:rrE i Cost ialue pfocea st. mI;quursa{ "5'-": n'.ii'::I osal
¥ Company =
———————{Rupees in thousand)
Vehicles
Mr. Naweed Company
Toyota 2L (LEH-15-3490] E 1,718 420 429 - -
o ( ) Akbar e Poficy
Mr. Mehtab
70 oc Bike (KIE-5351) ’ Prei = Third Party 45 12 34 12 Auction
Mr.
70 cc Bike (KND-2424) Muhammad Thinrd Party 55 13 24 11 Auction
Rashid
Office Equipment
1G] Ganeral Yiicuy
arious Insurance Third Party ZE0 - 207 o7 i
agaisnt
Lid ¢
insurance
2023 2106 454 624 230
2022 8,618 1,282 1,831 588
Note 2023 2022
Rupees in thousand
[ RIGHT-OF-USE AS5ET
As at 01 January 62, 084 a5, 4462
Modification during the year 38 554 -
Less: Depreciation B4 (22 859) (23,378)
A= at 31 December 77,779 62,024

B4 Depreciation has been allozated as follows:

Management expenses 28 19,666 20,802
Window Takaful Operations - Operator's Fund 3,193 2,778
22 859 23,378

T INTAMGIELE AS5ETS

Intangible assets T4 T,663 BA17
7,663 5817

71 Intangible assets

Computer Sofbware

Cost

Cost as at 01 January 30,524 27134
Additions during the year 2 665 3,380
Cost as at 31 December 33,189 30,524
Amortization

Az at 01 January 21,907 18,443
Charged duning the year 742 3619 2,454
As at 31 December 25 526 21,807
Met book value as at 31 December T 663 BA81T
Rate of amortization 25% 255

711 These include intangible assets amounting to Rs. 1784 million (2022: Rs. 17.58 million) having nil book value as at year end.
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Hote 2023 2022
Rupees in thousand

T.1.2 Amortization has been allocated as foliows:

Management expenses 28 2114 2172
Window Takaful Operations - Operator's Fund 505 282
3.619 2 464

] INVESTMENT PROPERTY

This represents land situated at 64 B Block, Eden Valley Faizalabad haning a fair value of Rs. 12.89 million (2022: Rs. 11.64 million)
measunng ¥ Marla 15 sguare feet kept for long term capital appreciation purpose and measured at cost model.

As at 31 December 2023 and 2022, the fair values of the land are based on waluations performed by ARCH-e-decon, an accredited
independent valuer on panel of Pakistan Banks' Association. ARCH-e-decon is a specialist in waluing these types of imestment
properties. A waluation model recommended by the Intemational Valuation Standards Committee has been applied to determine the
value of property. Imestment properties of the Company are walued ewery year. There is no income or expense related to these

The waluation has been camied ot considering the segment and location of the property. size, ufilization and current trends in price of
real estate in close proximity and cument market renis for similar properties. including assumptions that ready buyers are awailable in
the cument market and analyzed through detailed market suneys and, the properties that hawe recently been sold or purchased or
offerediquoted for sale into the same sicinity to determine the better estimates of the fir walue.

The Company has no restrictions on the realisability of its investment properties and no contractusl obfigations to purchase, construct
ar develop imestment properties or for repairs, maintenance and enhancements.

9  INVESTMENTS IN EQUITY SECURITIES

2023 2022
i Carryin i ] i
Cost Impa:r.m_erlt rying Cost Impam_'n.ent.l Camyimng
Note I Provision value Provision walus
{Rupees in thousand)
91 Available for sale - Quoted
Related parties - - et = L =
Others
Listed shares 911 476,011 (50,247) 425,764 435,230 (72.318) /2o
476,011 (50,247) 425,764 435,230 (72.318) 382811
Unrealized boss on revaluation - - 92,43 - - {32 580)
476,011 (50,247) 518,245 435,230 72.318) 330,342
Held for tradimg - Mutual funds
Related parties 8.2 - > - 204,347 - 204,347
Others - - - - - -
- - - 204,347 - 204,347
Unrealized gain on revaluation = 5 ' = 117
- - - 204, 347 - 204,484
476,011 {50,247) 518,245 838,577 72.318) 534,806
Note 2023 2022
9.2 Mutual Fund {Rupees in thousand)
Alfaish Ghp Cash Fund - 204,347
9.3 Movement of provision:
As at 01 January 72,318 18,554
Charged during the year ag 43,516 83,084
Transfiermed to profit and loss account on sale of imestment (65, 988) (12,249)
As at 31 December 50,247 72,218
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9.4.1 Others - listed shares

Shares Face value Cost Market Value
Company <
2023 2022 e oo 2023 2022 2023 2022
N mmber ——--—--- (Rupees in thousand) —-—--——
Commercial Banks
- 1,084,750 The Bank of Punjab 10 - 8,832 - 5,003
313,200 204,500 Habib Bank Limited 10 29,327 32,315 34,715 13,768
245,900 257,000 Bank AL Habib Limited 10 18,970 20,587 19,8385 14,760
152,000 220,000 United Bank Limited 10 24,723 27,774 27,032 22,165
139,500 136,000 MCE Bank Limited* 10 23,424 24,417 24,071 15,768
94 500 101,388 Meezan Bank Limited 10 14,916 11,305 15,249 10,088
Engineering
- 227,000 Agha Steel Indunstries Limited 10 - T 8E2 - 3,155
44 500 - Mughal ron and Steefs Indusines 10 3,231 - 2,545 -
- 40,000 Amreli Steels Limited 10 8a0 - Ti8
38,000 55,000 Intemational Steels Limited 10 2,834 3,343 2,776 2,404
Cement
560,000 - Fauji Cement Company Limited 10 8,638 - 10,595 -
235,000 182,000 Maple Leaf Cement Factory Limited 10 8,179 8,197 9,148 4,108
- 200,000 Flying Cement Company Limited 10 - 1,825 - 1,172
71,000 13,800 D.G Khan Cement Limited 10 4,730 1.018 5,495 vo2
84,814 - Pioneer Cement Limited 10 5,021 9,749 -
12,219 86,500 Kohat Cement Company Limited 10 2,213 11,473 2, BBS 9522
14,600 46,000 Lucky Cement Limited 10 10,876 26,155 11,490 20,543
56,000 - Cherat Cement Limited 10 8,531 - 9127 -
100,000 100,000 Descon Cxychem Limited 10 2,445 2,548 2,260 2,208
Fertilizers
54,000 - Engro Corporation Limited 10 14,781 15,925 -
135,933 87,232 Fauji Ferilizer Company 10 14,522 10,522 15,386 2,528
184,700 180,000 Engro Fertilizer Limited 10 18,953 16,461 21,851 14,800
Pharmaceuticals
366,500 366,500 Citi Pharma Limited 10 12,210 12,830 8,7m 2,851
- 52,000 The Seare Company Limited 10 - 8,168 - 3,081
Automobile Assembler
6,500 6,500 Atlas Honda Limited 10 3,067 3,067 2,280 1,850
11,922 7.225 Millat Tractors Limited 10 5013 5,013 6,930 3,505
15,200 - Pak Suzwki Motor Company Limited 10 8,442 - 8,543 -
CIF 250,052 242 558 267,036 173,077
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Shares Face value Cost Market Value
Company h
2023 2022 Persnare  opa3 2022 2023 2022
--————— [Rupees in thousand)
————-MHNumber
BiF 250,052 242 558 267 036 173,077
Power Generation and Distribution
285,136 54,445 Hub Power Company Limited 10 27,576 3,483 33,387 3,434
2,240,000 - K-Electric Limited 10 9,234 - 11,782 -
0il and Gas Exploration Companies
332 164 210,000 Gil And Gas Dewlopment Company Limitec 10 34, 692 23,183 37,352 16,728
- 47,081 Pakistan Oil Fields Limited 10 - 18,712 - 18,500
16,498 24 788 Mari Petroleum Company Limited 10 28 198 42,384 34 535 38,3652
292 596 - Pakistan Petroleumn Limited 10 26,935 - 33,657 -
162,853 Sui Morthern Gas Pipeline 10 9,005 - 11,976 -
Textile Composite
145,840 108,200 Gul Ahmad Textile Mills Limited 10 4 B5T 4,473 3,150 2,868
55,000 - Mishat Chumian Limited 10 1,675 - 1,538 -
129,876 78,878 Mishat Mills Limited 10 10,410 7,385 9,954 4,382
19,800 Towellers Limited 10 3,682 - 3,774 -
Automobile Parts and Accessories
- 31,058 Panther Tyres Limited 10 - 1,145 - g44
15,000 Sazgar Engineering Works Limited 10 2. 760 - 2 668 -
- 15,000 Atlas Battery Limited 10 - 2,749 - 2,446
Insurance
- 127.5900 Adamjee Insurance Company Limited 10 - 5124 - 3,582
Glass and Ceramics
145,448 58,250 Tarig Glass industries Limited 10 12,481 5,710 14,504 3,863
- 81,000 Shabhbir Tiles & Ceramics Limited 10 - 1.542 - T83
CiF 421,557 350, 484 465 373 268,283
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Shares Face value Cost Market Value

Company
2023 2022 per share 2023 2022 2023 2022
S -—-———— [Rupees in thousand)
BIF 421 55T 358,484 465 373 208,288
Refinery
B98, 000 808,000 Cnergy PK Limited 0 7,374 T.374 4418 3,315
Technology
14,000 44 538 System Limited 10 4,716 21,687 4 655 21,553
64,936 85,000 Awvanceon Limited 10 4. 196 5.207 3. T3 4 282
Technology & Communication
- 20,000 TRG Pakistan Limited 10 - 2,388 - 2,188
Foods and Personal Care Products
- 222 165 The Organic Meat Company Limited 10 - 5,483 - 4 500
Qil and Gas Marketing Companies
131,878 T8,878 Pakistan State Oil Company Limited 10 21,136 13,822 23,304 11.358
- 18,250 Attock Petroleumn Limited 10 - 5,088 - 4,708
Transport
- 244,000 Pakistan Intemational Bulk Terminal Limitec 10 - 1,780 - 1,157
30,500 - Pakistan Mational Shipping Corporation 10 6,663 - 8,067 -
Synthetic & Rayon
150,000 167,500 Image Pakistan Limited 10 2,559 2,137 2,544 1,573
Miscellaneous
104,000 151,500 Siddigsons Tin Plate Limited 10 1,247 1.871 T8 852
- 100,500 Pakistan Aluminium Bewerage Can Limited 10 - 4,618 - 3,802
25,000 Macpac Films Limited 10 580 - 525 -
450,000 HBL Investment Fund - Class 10 1,469 - 1,553 -
250,150 250,180 Synthetic Products Enterprises Limited 0 4, 514 4,518 3,240 2477

Value as at 31 December 476,011 435,230 518,245 330,343

Grand Total 476,011 435,230 518,245 330,343

* 2023: 138,000 (2022: 138,000} shares are pledged with Mational Clearing Company of Pakistan Limited (MCCPL) as exposure margin.
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10.1

10.2

Note 2023 2022
10 INVESTMENTS IN DEBT SECURITIES [Rupees in thousand)
Available for sale - Unquoted
Term finance cerificates 10.4 95,000 129 665
Pakistan Investment Bonds 10.2 316,383 1,263,679
911,383 1,393,344
Unrealized gain on debt securilies 5,849 (19.593)
920,232 1.373.751
Held for trading
Treasury Bills 10.3 1,214,713 297,838
Sukuk cedificates 10.4 25,000 -
Unrealized gain on debl securities 17,002 16.529
Total Investment in debt securities 2,176,947 1,668,118
o 2023 2022
Description Maturity Paci Yield
Payment
{(Rupees in thouszand)
Term finance certificates
Habib Bank Limited 15-Nov-24 Quarterly m:ﬂﬂﬂﬂ * 20,000 20,000
The Bank of Punjab - Semi Annually ke - 34,665
1.00%
Hahbib Bank Limited Pepstual  Quartery M K;E{f'“ * 75,000 75.000
95,000 129,685
Pakistan Investment Bonds
Pakistan Investment Bond-Floater 09-%U8-28  semi Annually  23.57% 110,000 110,000
Pakistan Imvestment Bond-Floater 22-0ct-23 Cuarteriy 7.57% - 199480
Pakiztan Investment Bond-Floater 22-0ct-23 Cuarterly T.61% E 124,630
Pakistan Investmeni Bond-Floater 22-0ct-23 Cuarterly 7.62% - 49,850
Pakistan Investment Bond-Floater 28-AUgG-23 Cuarterly 8.77% - 299 747
Pakistan Investment Bond-Floater 26-Aug-23 Quarterly 8.77% = 124,635
Pakiztan Investment Bond-Floater 30-Dec-23 Quarterly 15.70% - 124,277
Pakistan Investment Bond 04-AUG-25  gemi Annually  14.00% = 45,705
Pakistan Imvestment Bond 05-Au3-24  sSemi Annually  11.72% = 139,805
Pakistan Investment Bond 05-Aug-24  semj Apnually  12.60% - 46.000
Pakistan Investment Bond M-Ju-28  semj Apnually  17.38% 44,705 =
Pakistan Investment Bond 0-Jul-26  Semi Annually  19.35% 257,695 =
Pakistan Investment Bond 05-AUg-24  gemj Annually  21.52% 184,424 5
Pakistan Investment Bond 04-Aug-25  Semi Annually  19.57% 43,686 E
Pakistan Investment Bond 04-Aug-25  semi Annually  19.10% 175,873 -
Average yield / total 14.32% 516,383 1.263.679

10.2.1

ALFALAH INSURANCE

Pakistan Imestment Bonds having face value of Rs. 60 million (2022: Rs. 60 million) and market value of Rs. 59

million (2022: Rs. 60 million) respectively are held with State Bank of Pakistan as security deposit.
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Description Maturity P:;:Etn t Yield = ke

{(Rupees in thousand)

10.3 Treasury Bills - Held for Trading
Treasury Bills 17-0ct-24  On Maturity 22.07% 143,430 5
Treasury Bills 12Dec-24  On Maturity 21.40% 527437 =
Treasury Bills 12Dec-24  ©On Maturity 21.41% 412,023 -
Treasury Bills 14Now-24  On Maturity 21.43% 131,823 -
Treazury Bills 20-Apr-23 On Maturity 13.25% = 22 082
Treasury Bills 24-Mar-23 O Maturity 12.20% - 849 127
Treasury Bills 20-Apr-23  On Maturity 13.28% - 44153
Treasury Bills 20-Apr-23 On Maturity 13.44% = 22.045
Treasury Bills 02-Mow-23 O Maturity 15.73% - 43221
Treasury Bills 26-Jan-23 Cn Maturity 165.70% - 77,210
Average yield / total 16.99% 1,214,713 297,838
10.4 Sukuk certificates
GIS-VRR 04-Dec-24  On Maturity 20.33% 25,000 -
Note 2023 2022
INVESTMENTS IN TERM DEPOSITS {Rupees in thousand)
Temm Deposit Receipt - maturing within 12 months 11.4 2,000 2,000
Impairment (2,000) 2, 000)

11.1  These includes tenm deposit receipts (TDRs) purchased from Trust Investment Bank of Bs. 2 million (2022 Rs. 2
million) matured in 2013. Impairment has been charged due to uncertainty sumounding the recoverability of the
amount.

Note 2023 2022

LOANS AND OTHER RECEIVABLES {Rupees in thousand)

Considered good

Accrued investment income 47 566 34,885

Security deposiis 6,123 6.123

Loan to employees 121 3.861 5,190

Insurance claim receivable - 152

Receivable from Shareholders' fund 12.2 200,632 142,649

Other advances 12.3 17,055 12.663

280,237 202 662

12.1

12.2

12.3

This represents shot term advance oblained by employees who have compleled one year of senice with the
company. The adwnce i= markup-free and is repayable within 12 months. As per policy, the maximum finance
fimit per employee is lower of two gross salaries or 809% of the rezpective employees' provident fund balance.

This represents receivable in respect of common expenses incurred by the Company on behalf of the Window
Takaful Operations.

This includes advance amounting to Rs. 141 million (2022: 11.3 million) paid to Axa Life and Health Reinsurance
Solutions (Private) Limited on account of advance reinsurance float.
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Note 2023 2022
13 INSURANCE /! REINSURANCE RECEIVABLES {Rupees in thousand)

Unszecured and considered good

Due from insurance contract holders 546,744 555,577
Less: provision for impaimment of receivables from insurance

contract helders 131 {27,108) (16,417)

810,636 539,160

Due from other insurers [ reinsurers 13.3 136,984 136,613

Less: provision for impairment of due from other

insurers / reinsurers 13.2 {39,794) (20.453)

97,190 86,133

916,526 625,293

131 Provision for impaimment for receivables

from insurance contract holders

Balance as at 01 January 16,417 32,659
Addition f (reversal) made during the year 28 10,691 (16,242)
Ealance as at 31 December 27,108 16 417

13.2 Provision for impairment of due from other

ingurers ! reinsurers

Balance as at 01 January 50,485 4243
{Reversal) /| Addition made during the year 28 (10,691) 46,242
Balance as at 31 December 39,794 50 485

13.3 The Company has codnsurance and reinsurance amangements with varous insurance amd reinsurance companies.
Under the above amangements, the receivable and payable balances originate mainly due to premiums undensriften or
claims settled by the lead insurer on behalf of other co-insurers, and im case of reinsurance, the premium ceded to and
claims recoverable from the reinsurer under the respective contracts. As per the prevailing indusiry practices,
settlements of balances under co-insurance and reinsurance arrangements are done between respecilive insurance
companies in normal course of business.

The cumrent balances of co-insurance and reinsurance reflected in the records of the Company are based on underlying
contracts and transactions supported by appropriate evidence.

In this regard, the Company exchanged balance information with wvariouws codnsurers and reinsurers based on
significance of the balances. This information cormoborates the balance position of the Company in all matenal respects.

2023 2022
(Rupees in thousand)

14 DEFERRED TAXATION

Credit / (debit) balances arising in respect of fiming differences relating fo:

Deferred credits arising in respect of

Accelerated tax depreciation allowance 1,419 1.796

Leazes - net 6,285 5.685

Investments - Available for sale (19,921) 41,078

Warker's welfare fund 28,155 15,588

Deferred debits arising due to

Investments - Held for trading (6,632) (2.491)
9,306 28,6506
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Mote 2023 2022
{Rupees in thousand)

141 Reconciliation of deferred tax liabilifies - net

As at 01 January 58.856 10,608
Tax income recognized in profit and loss account 33 7,182 27274
Tax (loss¥income recognized in OCI 14.2 (56,732) 20,974
As at 31 December 9,306 28,856

14,2 This represents deferred fax income recognized on unrealized loss on available-for-zale imestments in other
comprehensive income

Note 2023 2022
(Rupees in thousand)

15 PREPAYMENT 5

Prepaid reinsurance premium ceded 25 962,674 674 957
Prepaid miscellaneous expenses 2,443 5.096
965117 650,053

16 CASH AND BANK

Cash and cash equivalents
Cagh in hand 3.035 2,127
Rewenue stamps 2,500 1.475
5,535 3,602
Cash at bank
Current accounts
- Local cumency 101,327 49815
- Foreign cumency {(USD 3 294 .98) (2022: USD 3,294 98) 940 L
102,267 50,591
Savings accounts 16.1 367,027 454 270
459,294 534 861
474,529 336,463

16.1 The balance in 3aving accounts camy mark-up at the rate of 14.85% to 20.60% per annum (2022; 3.50% fo
14.60% per annum).

16.2 Cash at bank deposits includes an amount of Rs. 413.76 million (2022: Rs. 456.92 million) held with Bank
Alfalah Limited, an associated undertaking.

2023 2022
17 WINDOW TAKAFUL OPERATIONS {Rupees in thouzand)

Operator's Fund
Assets:

Cash and bank deposits 139,302 271,780

Assels - Others 551,180 252,720
Total assets 690,482 524,500
Total Liabilities 292,754 239,736
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2023 2022
171 Window Takaful Operations {Rupees in thousand)

Profit and loss account

Wakals fee 197,365 174,825
Commission expense (26,337) (28.5324)
Management expense [61,632) (B2.775)
Imestment income - net 46 383 26,887
Mudarib's share of PTF investment income 23,012 13,083
Cther income 27 49 13,541

Finance cost (1,219) (1.037)
Direct expenses {3,3259) (3.482)
Profit before tax from Window Takaful Crperations 201,734 142,528

Taation (88,767} (50,043)
Profit after tax from Window Takaful Operations 112,967 82 480

Details of assets, habilities and segment disclosures of Window Takaful Operations are stated in the annexed financial
statements of Window Takaful Operations.

18 SHARE CAPITAL

18.1 Authorized Capital

2023 2022 2023 2022
[(MNumber of shares} {Rupees in thousand)
50,000,000 50,000,000 Ordinary share of Rs. 1% each 500,000 500,000

18.2 Issued, subscribed and paid-up share capital

2023 2022
{Number of shares)
30,000,000 31,000,000 Ordinary shares of Rs. 10 each, fully paid in cash 300,000 300,000

Ordinary shares of Rs. 10 each, issued as fully paid

20,000,000 20,000,000 Horais R

200,000 200,000

50,000,000 50,000,000 500,000 500,000

18.2 As at 31 December 2023, Bank Alfalah Limited and Sheikh Mahayan Mubarak A1 Mahayan held 14,897,825 (2022
14,097 825) and 17,487,323 (2022: 17,497,323) ordinary shares of Rs. 10 each fully paid. respectiely.

Mote 2023 2022
19 RESERVES {Rupees in thousand)
Capital resenes
Share deposit money 1,381 1,381
Rewenue resenses
Fair value resenss 61,815 (34,845)
General resenes 150, 000 150,000
213,196 116,428
20 RETIREMENT BEMEFITS ASSET / OBLIGATION
Staff gratuity liability ! (asset) 201 7,643 (283)

Gratuity plan entifes an eligible employee to receive a lump sum amount equal to last drawn eligible salary multiplied by number of
eligible years of senice with the Company at the time of cessation of employment. An eligible employee means a permanent
employee who has successfully completed minimum five years of sendce with the Company. Eligible salary means monthly basic
salary of the eligible employee at the time of cessation of employment.

Gratuity plan is administered through separate find that is legally separated fromn 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 investments and disbursements out of the funds.

These defined benefit plans expose the Company to actuanal risks, such as longesty nisk, interest rate risk and market {imestment)
risks,
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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. An actuanal valuation is
performed every year in accordance with the requirements of the revised International Accounting Standards 19 (A5
19). Employees are mot required to contribute to gratuity plan.

The Company is responsible io manage the deficit in the defined benefit obligation towards fair value of the plan assels.
The Company perfiorms regular maturity analysis of the defined benefit obligation and manages itz contributions
accordingly.

2023 2022
201 Statement of financial position reconciliation (Rupees in thousand)
The amounts recognized in the statement of financial position are as
follows:
Present value of defined benefit obligations 120,702 91,310
Pay able to cutgoing employees 851 -
Fair value of plan assels {113,910} (91,603}
Recognized (asset) [ liability 7,643 {298)
20.1.1  Movement in the defined benefit obligations
Obligation az at 01 January 91,310 76,493
Current senace cost 9,456 5.890
Interest cost 12,7459 8,830
Actuarial gain 13,960 {234)
Benefits paid {5,922) (2 669)
Obligation as at 31 December 121,653 91,310
20.1.2 Movement in the fair value of plan assets
Fair value as at 01 January 91,608 77,320
Expected refum on plan assets 13,559 9.320
Actuarial gain 4,943 964
Employer contributions 9,722 6,672
EBenefitz paid (5,922) (2 668)
Fair value as at 31 December 113,910 91,608
20.1.3 Cost
Current senice cost 9,456 4,890
Interest cost 12,749 4,830
Expected refum on plan assets {13.559) (9,320}
Expense 3,646 3,400
Actual return on plan assets 18,502 10,285
20.1.4 Principal actuarial assumptions used are as follows:
Dizcount rate per annum - % 15.50% 14.50%
Expected refum on plan asseis per annum - % 15.50% 14.50%
Future salary increases - % 20.00% 12.50%
Met retirement age 60 60
Mortality rates SLIC 200105 SLIC 200105
Withdrawal rate Moderate Moderate
Effective salary increase fiming 1st January 1st January
2024 2023
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2023 2022 2021 2020 2018
20.1.5 Comparison for five years {Rupees in thousand)

As at 31 December

Present walue of defined

benefit obligation 121,553 81,310 78,403 84,550 54807
Fair walue of plan assets {112,510} (91,808} {77.320) (70.551) [57.778)
Dieficit T.643 (293) {B2T) (5,801} (2.879)

20.1.8  Experience adjustments

Gain ! (loss) on plan assets

- (@5 % age of plan assetis) 11.48% 0. 26% -0 45% -3.23% -5_04E%
Gain [ {loss) on plan assets
- (a5 % age of obligations) -4.34% -1.05% 0.74% -4.85% 0.60%
20017 Plan assets comprise of the following: 2023 2022
Rupees in o5 Rupees in L3
Thowsa nd Thousand
Mutual funds 21,868 19% 18,125 20%
Treasury bills 83,271 T3% 5,745 52%
Cthers including (cash and bank balances) & 771 3% 16,738 18%
113,910 100% 21,808 100%:
2023 2022
71 INSURANCE | REINSURANCE PAYAELE {Rupeesin thousand)
Due to other insurers | reinsurers 248 48T 45,835

22 LEASE LIABILITY

The effective interest rate used as the discounting factor (Le. implicit in the lease) mnges from 7.85% to 21.71%. The amount of future
payments and the peniod dunng which they will become dus are:

Note 2023 2022
(Rupees in thousand)

‘Year ending 31 December

2023 - 32,542
2024 34,754 18,387
2025 36,439 18,765
2026 36,886 15,425
2027 1,952 G171
2028 omwvards 6,170 -
221 116,201 22,780
Less: Future finance charges (22, 308) {12.870)
2332 93,892 78,920

221 Minimum Lease Payments (MLP) and their Present Value (PV) are as follow:

2023 2022
MLP PY of MLP MLP PV of MLP
Due not later than 1 year 34,754 23,520 32,542 26,430
Due later than 1 year but not later than 5 years 77,228 66,628 56,030 48,735
Due later than 5 years 4,219 3,745 4,218 3,746
116,201 93,893 82,720 78220

222 Set out below are the camying amounts of lease liabilities and the mowements during the year:

2023 2022
{Rupees in thousand)

As at 01 January 79,920 106,301
Additions during the year 38,554 -
Markup on lease Habilities B, 727 B.735
127,201 114,126
Lease rentals paid (33,308) (34, 208)
A5 at 31 December 93,893 79,920
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23

24

OTHER CREDITORS AND ACCRUALS

Agent commission pay able

Cash mangin against perfformance bonds
Federal excise duty and sales tax
Federal Insurance Fee

Workers' welfare fund

Accrued expenses

Tax deducted al source

Others

231 Workers' welfare fund

As at 01 January
Prouision for the year

As at 31 December

23.2 Unclaimed insurance benefits

MNote

2023 2022

Y |

(Rupees in thousand)

138,452 142,224

99,257 94,356
81,751 77,667

3,254 3,547
72,191 47,239
161,544 167,532
16,799 17,631
28,544 31,700

601,789 381,596

47,239 37,868
24,952 9,371
72,191 47,239

Others include unclaimed insurance benefits of Hs. 5.89 million (2022: Rs. 7.77 million), aging of which is given

below:

Age-wize breakup of unclaimed insurance benefits

1t0 6 Tto12 13024 251036 beyond36  _
months months months months months =
{Rupees in thousand}
Claime not epcanhied - 293 35 1,154 1,413 420 3,470 5,889
Claims not encashed - 2022 3 1.307 1,896 1.357 3,235 7.797

CONTINGENCIES AND COMMITMENT 5

24.1 Tax Contingencies

a}) Income tax - Tax Year 2011

The Company's appeal againsi order passed, raizing a tax demand of Rs. 121.55 million under section 122{5A)
of the Ordinance, was disposed of by Commissioner Inland Revenue (Appeals - 1) ['CIR(A)] through order dated
14 September 2017 for tax year 2011. While, a substantial amount of relief was allowed on issues decided in
Company's favor by CIR{A) reducing the demand fo Rs. 69.37 million, the treatmeni earlier accorded was
repeated in respect of remaining issues. The Company, as well as the Department, assailed the order for cross
appeals before Appellate Tribunal Inland Revenue (the Tribunal’} whereby substantial relief was given, by ATIR's
order dated 17 May 2015, by reducing demand to Rs. 0.61 million. The department has filed an appeal in Lahore
High Court against ATIR's onrder. As per Company’s Tax advsor, the Company has strong case, accordingly, the
appeal iz likely to be decided in favor of the Company. Therefore, no provision has been made in these financial

ALFALAH INSURANCE
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b} Income tax - Tax Year 2017

For tax year 2017, the tax depatment disputed Company's treatment on cedain issues and raised the aggregaie
liability of Rs. 939 million, howewer, upon assailing the assessment order before the first appellate authority,
additions only to the extent of Rs 5.9 million were confirmed in respect of unpaid liabilifies (Rs 0.4 millicn) and
umverified expenses (Rs2 5.5 million). While the former will be claimed on payment basis, the Company has
prefemed an appeal before the Appellate Tribunal Inland Revenue. On 1 Match 2023 Appeliate Tribunal inland
revenue has passed an order and give relief by accepling all Company's point and no demand has been raised.
The department has filed an appeal in Lahore High Court against ATIR's order. As per Companys Tax advisor,
the Company has slrong case, accordingly, the appeal is likely to be decided in favor of the Company. Therefore,
no provizion has been made in these financial statements.

c) Income tax - Tax Year 2019

The deemed assessment for the tax year 2019 was amended through order dated 07 July 2021 issued under
geclion 122 (5A) of the Ordinance, whereby deduction amounting to Rs. 16.22 million, claimed on account of
‘provision for bad and doubtful debts', was disallowed by the assessing officer. As per Company's Tax advisor,
the Company has strong case and appeal against such amendment order is pending before the first appellate
authority, accordingly, the appeal iz likely to be decided in favor of the Company. Therefore, no provizion has
been made in these financial statements.

d} Income tax - Tax Year 2031

The Company's appeal against order passed, raising a fax demand of Rs. 239.65 million under section 122(5A)
of the Crdinance, was disposed of by Commissioner Inland Revenue (Appeals - |) ['CIR(A])] through order dated
17 June 2022 for tax year 2021. While, a substantial amount of relief was allowed on issues decided in
Company's favor by CIR(A) reducing the demand fo Rs. 43.19 million, the Company, has preferred an appeal
against CIR(A) order before the Appeliate Tribunal Inland Revenue (the Tribunal'). As per Company's Tax advisor,
the Company has strong case and expecis a favorable outcome in this regard, therefore, mo provision has been

There are no commitments as at 31 December 2023 (31 December 2022: Nil).

Note 2023 2022
25 NET INSURANCE PREMIUM {Rupees in thousand)
Written gross premium 4,166,123 4 374 855
Uneamed premium reserve as at 01 January 1,194,868 991,716
Uneamed premium resene 33 at 31 December (1,445436) (1,194 865)
Premium eamed 3,915,555 4 171,706
Reinsurance premium ceded (2,517,954} | (2,153,348}
Prepaid reinsurance premium ceded as at 01 January {674,957) (474 619)
Prepaid reinsurance premium ceded as at 31 December 15 962,674 674 957
Heinsurance expense (2,230,237} (1,953,010}

1,685,318  2.215.595

26 MNET INSURAMCE CLAIMS

Claimg paid 1,590,752 1,823,908
Outstanding claims including IBNR as at 31 December 1,314,412 1,104,316
Outstanding claims including IBNR as at 01 January {1,104,318) (840,710
Claims expense 1,800,843 2.0587,514
Reinzurance and other recoveries received (419,128) (679,392)
Reinsurance and other recovenes in respect of outstanding claims net of impairment

as at 31 December {906,887) (677, 388)
Reinzurance and other recoveries in respect of oulstanding claims net of impaimment

as at 01 January 677,388 467 748
Feinzurance and other recoveries revenue {648,627) (889,032}

1,452,221  1.198 482

ALFALAH INSURANCE RERSIS U RS 42 @] 8 Bl it 761




26.1 Claim Development

The following table shows the development of fire, manne and others including miscellaneous claims over a
period of fime. The disclosure goes back to the period when the eariest material claim arose for which there is
still uncertainty about the amount and timing of the claims payments. For other classes of business the
uncerainty about the amount and timings of claims payment i3 wsually rescived within a year. Further, claims
with significant uncerainties are nof outsianding as at 31 December 2023.

Accident year

2019 and

s 2020 2021 2022 2023 Total

Estimate of ultimate claims cost

At the end of accident year

with IBMNR

444 627 595999 502,413 1,028514 803,221 3,376,809
One year later 396,321 561,335 456,131 964,552 - 2,375,639
Two years |ater 383,285 561,538 435 414 - - 1,383,236
Three years later 381,134 563528 - - - 944 GED
Four years laler 385,483 - - - - 385,483
Five years and beyond 3,535,166 - - - - 3,535,166
Cument estimate of cumulative claims 3 820649 583528 438,414 954 552 805,251 6,692,692
Cumulative payments to dale (3,854,027} (561.536) (345541) (635.801) (291,667) (5.688,572)

Liability recognized in the
statement of financial position 66,622 1,980 92,873 329,051 513,584 1,004,120

2023 2022
{Rupees in thousand)

27 NET COMMISSION / ACQUISITION {INCOME) f EXPENSE

Commigsion paid or payable 420,304 1,002,423
Deferred commission expense as al 01 January 128 147 60,976
Deferred commission expense as at 31 December {153,382) {128,117}
Net commission 395,039 935,282
Commigsion received of recowerable {499,660) (494 866
Uneamed reinsurance commission as at 01 January {139,311) (82,822)
Uneamed reinsurance commission as at 31 December 177,838 139,311
Commission from reinsurance {461,133) (438,377)

(66,094) 496,905
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Mote 2023 2022

28 MAMAGEMENT EXPENSES (Rupees in thousand)
Employee benefit cost 251 350,086 252 449
Travelling expenses 14,049 11,939
Adwerisement and sales promotion 1,823 3,463
Printing and stationery 10,657 12,641
Depreciation of operating assets 5.1.3 15,691 10,182
Depreciation of right-ofuse asset 6.1 19,666 20,602
Amorization of intangibles 7.1.2 3114 2172
Renl, rates and taxes 1,775 2975
Electricity, gas and water 13,824 14,733
Vehicle running expenses 32,707 253,524
Cffice repairs and maintenance 14,842 14,163
Bank charges 2,533 2070
Poztages, telegrams and ielephone 10,353 10,316
Annual supenizion fee SECP 6,666 7,000
Fee and subscription 9,916 4 655
Tracker expense 3,454 6,703
Training and development 173 125
Inzpection fee 1,509 2118
Bad and doubtful debts 13 - 30,000
Miscellaneous expenses 30,948 25,262

543,586 459,130

281 Employee benefit cost

Salaries, allowances and other benefits 327,051 264 922
Charges for post employment benefits 23,035 17,527
350,086 282 449

28.2 Management expenses amounting fo Rs. 50.90 millicn (2022: Rs. 35.46 million} have been allocated to
Window Takaful Operations Operators fund.

MNote 2023 2022
29 INVESTMENT INCOME (Rupees in thousand)
Dividend income 291 34,867 49,630
Income from debt securities 20.2 305,679 187,034
Met realized gains on investmenis 28.3 104,348 40,301
Met unrealized gains on investments 28.4 17,012 16,644
Impairment on available-for-sale securlies {43,916) (68,054}
Transferred to profit or loss on sale of investment fe 65,988 12,349
Investment related expenses (4,939) (5,438)
475,039 232,436
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Mote 2023 2022

201 Dividend income (Rupees in thousand)
- Available for zale
Dividend income 34,867 33,827
- Held for trading
Dividend income - 15,803
34,867 49,630
29.2 Income from debt securities
- Available for sale
Return on Pakistan Investment BEonds 280,371 178,567
Retumn on Sukkuk Cerificate 1,544 a6
Retum on Term Finance Cerificate 21,964 4,381
- Held for trading
Retum on GIS-VRR 1,800 -
305,679 187,034

29.3 Met realized gains on investments

- Avzilable for zale
Realized gain [ {lozs) on equity securities 10,017 {(B,882)
Realized (loss) f gain on debt securities {19,495) 8,181

- Held for trading

Realized gain on equity securties - 13,242
Realized gain on debt securities 113,526 27,760
104,345 40,301

29.4 Met unrealized gains on investme nts

- Held for trading
Met un-realized gainz on investments at fair walue
through profit and loss account 17,012 16,644
461,906 293,609
- Impairment of available for sale securities
Equity securities (43,916) (63,084}
- Gain on sale of investment 65,988 12,345
- Investment relaled expenses (4,939) (9,433)
Total investment income 479,039 232 436
30 OTHER INCOME
Retum on bank balances 121,283 29,697
Gain on disposal of propery and equipment 230 569
Exchange gain 3,13 -
Liabilities writien back 66,065 30,000
Others 1,100 69
194,812 86,335
MM OTHER EXPEMSES
Insurance axpenses 5,995 5,917
Legal and professional fee 7,563 13,903
Auditor's remuneration 3.2 11,702 2 041
Miscellanecus expenses 2,193 2241
Workers" welfare fund 231 24,952 9,371
Exchange loss - 124
52,405 33,597
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A Other expenges amounting fo Re. 2.56 million (2022: R=. 2.91 millicn) have been allocated to Window Takaful
Operations Operators fund.

2023 2022

3.2 Auditor's remuneration (Rupees in thousand)
Statutory audit fee 1,285 340
Half yearly review 579 373
Statutory retums 732 479
Certification and sundry senices 216 141

Taxation sendces &,561 -
QOut of pocket expenses 189 116
Sales tax 140 92
11,702 2,041
F2 FINANCE COST

Mark-up on lease liabilities 7,508 7,697

321 Finance cost amounting to Rs. 1.22 million (2022 Rs. 1.04) has been allocated fo Window Takaful Operations

Operators fund.
2023 2022
33 TAXATION (Rupees in thousand)
Current Tax:
Current year 326,437 165,617
Prior years 12,711 13,404
339,148 181,021
Deferred Tax (7,182) (27.274)
331,966 153,747

331 Relationship between tax expense and accounting profit

A numencal reconciliation befween tax expense and the product of accounting profit multiplied by applicable

2023 2022

(Rupees in thousand)

Accounting profit 863,650 457,099

Tax at the applicable rate of 39% {2022: 33%) 336,824 150,843
Tax efiect of amounts that are:
- Related to temporary differences

- Cument year {7,098) 1,458

- Prior years {2,900) (12,496)

- Change in tax rate (7,571) (1,463}
- Prior year adjustment - Current tax 12,711 15,404
(4,858) 2,904

Tax expense 331,966 153,747
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4 EARMNINGS PER SHARE - EASIC AND DILUTED

Basic eamings per share are calculated by dividing the net profit for the year by the weighted awerage number of shares as at the year end

as follows:
2023 022
(Rupeesin thousand)
Met profit aker tax for the year 531,684 303,352
Number of shares
Weighted awerage number of shares of Rs. 10 each a0,000,000 50,000,000
———— [Rupees)
Basic eamings per share 10.63 8.07

3.1 There is no dilution in basic eamings per share as the Company has not issued any instrument which would have an impact on
eamings per share when exercised.

33 REMUNERATION OF DIRECTORS, CHIEF EXECUTIVE OFFICER AND KEY MANAGEMENT PERSONNEL

The aggregate amount charged in the financial statements for the year for remuneration, including cerain benefits, to the Directors,
Chief Executive Officer and Key Management Personnel of the Company s as follows:

Chief Executive Officer Directors Executives
2023 2022 2023 2022 2023 2022
{Rupees in thousand)

Managerial remuneration .60 18,270 - - 127,632 101.028
Leawe fare assistance 40 450 - - 3.243 2,497
Bonus 89,600 g,000 - - 20,480 16,520
Charge for defined bensfit plan 340 204 - - 4,738 4 283
Contribution to defined contribution plan 1,080 aoo - - §.383 4918
Rent and house maintenance 3,407 3,407 - - - -
‘Wehicle allowance 1470 - - - 21,518 20,6881
Other perguisites and allowances 173 163 - - 840 240
38,312 32,024 - - 184,833 150,148
Mumber 1 1 B 5 61 55

In addition, the Chief Executive Officer and cerain other executives of the Company were slso prowided with Company maintained cars.
Chief Executive DOfficer was also prowided with certain household equipment and club membership. Mo fee was paid to directors for attending

L PROVIDENT FUND TRUST

The Company operates funded contributory provident fund scheme for all its eligible employees. The following information is based on the
unawdited financial statements of the prowdent fund for the year ended 31 December 202.3:

[Un-audited)
2023 2022
(Rupeesin thousand)

Size of the fund 98,782 87,531
Cost of investments made 30,008 24 485
Perzentage of inestments made (based on f&irwalus) 91.12% 88.52%
Fair value of inwestmants 58,359 88,258

Break up of investments

Imestments out of provident fund hawe been made in accordance with the prowvsions of Section 218 of the Companies Act, 2017 and the
rules formulated for this purpose. The break-up of investmants is as follows:

Percentage of Investments

asa3 % size of fund Fair Value
{Un-audited) [Un-audited)
2023 2022 2023 2022

{Rupeesin thousand)

Mutual funds 0% 10% - 9,039
Gowernment Securitizs 90% 54% 88,199 58,746
Profit bearing bank accounts 10% 25% 10,160 22 471

598,359 88,250
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37 TRANSACTIONS WITH RELATED PARTIES

Related parties comprise of directors, key management personnel, associated companies, entities with common directors and
employee retirement benefit funds. The Company, in the nomal course of business, cames out transactions with varous related

parties. 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 35, Contributions and accruals in respect of staff retirement
benefits and other bensfit plans are made in accordance with the actuanal valuations 7 terms of the contribution plan as disclosed

in note 20 and 26 of these financial statements, respectively.

Imestment in related parties havwe been disclosed in note B to the financial statements. Cther transactions with related parties are

summarized as follows:

i} Associated undertakings and other related parties

2022

2022

{Rupees in thousand)

Premium written 936,368 085,508
Premium received 1,022,456 791,377
Claims paid 673,816 503,287
Interest income 113,988 52,961
Dividend Paid 70,004 65,004
Dividend received - 6,155
License fees and conmnection charges 2,644 2,631
Rent paid 2,860 5,538
Commission paid 2,852 141
Expense charged in respect of retirement benefit plans 17,202 165,724
Investment advisory Fee 1,905 2,822
Imestments purchased 2,104,454 838,152
Imestments soid 2,332,922 41,372
Key management personnel
Premium written 153 450
Claims paid 553 3
Vehicle sold 429 788
Vfehicle Purchased 12,000 V.500
Loan paid 7,983 4,464
Loan recovwersd 5,699 4,028
iii) Period end balances
: . i ki " 1at fi
Premium receivable from related parties 74,785 78728
Provision for cutstanding claims 324,871 288,608
Intermet charges payable B.026 4,727
Key Management Personnel
Premium receivable 120 281
Provision for cutstanding claims 60 122
Loan outstanding 3,564 1,782
37.1 Following are the particulars of the related parties of the Company at the reporting date:

Aggregate %
Name of related party Basis of relationship of

shareholding
Bank Alfslzh Limited Shambolding & Commaon 30%

Directorship

Taswn (Private) Limited Commaon Dirsctorship Ml
Alfalah GHP Investment Management Limited Commaon Dirsctorship Mil
Alfalah Asset Management Limited Common Directorship il
Alfalah Securities{Private) Limited Group Company Mil
Wateen Telecom Limited Common Directorship il
Watean WiMAX (P} Ltd Common Directorship il
Wateen Solutions (P} Lid Common Directorship il
Sapphire Wind Power Company Limited Group Company il
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32 SEGMENT REPORTING

Each class of business has been identified as reportable segment. The following is 8 schedule of class of business wise assels,
liabilities, revenue and results hawe been disclosed in accordance with the requirements of the Insurance Ordinance, 2000, the
Insurance Rules, 2017 and Insurance Accounting Regulations, 2017:

31 December 2023

e A :I a'rjl? B Accident & Miscell
viation cciden iscellaneou
E;or:::: s Motor e Z Total
Transport
{Rupees in thousand)

Premium receivable (inclusive of Federal Excise
Duty, Federal Insurance Fes and Adminisirative
Surcharge) 1.385.072 187,212 803,020 875,108 1,363.527 4, 70:3.040
Federal Excize Duty {178.838) (17.857)  ({122.248) {16,206} (183.021) {485,170}
Federal Insurance Fes (12,082) (1,470) (7.738) (8,504} {11,873) (41,647)
Gross Written Premium (inclusive of
Administrative Surcharge) 1,206 172 147,885 773,034 850,399 1,188,633 4,166,122
Gross direct premium 1,204,388 142,136 741,681 850,034 1.186.208 4,123,443
Facultative inward premium - 216 - - 1,850 2,866
Administrative surcharge 1.788 4,833 31,253 265 1.477 39,814

1,206,172 147,885 773,034 850,339 1,188,633 4,166,122
Insurance premium eamed 1.035.215 147 821 T82.8158 828,560 1,113,044 3,915 555
Insurance premium ceded to reinsurers (D87.358)  {119.881) (52,580) {18,562} (1.,040.885) (2,230,237}
Met insurance premium a7, 856 27,930 740,355 206,998 T2,179 1,685,318
Commission income 153.243 32,225 1.182 5,868 268,813 461,133
Met underwriting income 191,099 50,155 741,538 812,867 340,752 2,146,451
Insurance claims (447 458) (T4.274)| (388.495) (G78.847) . (230,773)|| (1,200,848)
Insurance claims recowered from reins urers 401,722 80,023 ‘l 3,278 (23,202)“ 208,308 ’i 648 627
Met claims (45,737} {14,251}  (365.219) (703.048) {23,085) (1,152,221}
Commission expense {125,383) (26,925) (14,238) {8,778} (223,714) (295,038)
Management expense {1558.378) (18,174}  {103.678) {110.253) (154.108) (543,586)
Premium deficiency resene - - - {4.827) - (4,627}
Met insurance claims and expenses (327 ,4598) {59,350) [483,1332) (823,708} (401, 784) (2,095 473)
Underwriting results {136,295) 805 253 405 {10,841} (60,9592} 50,978
Met investment income 473,039
Other income 191,812
Cther expenses (52,405}
Profit from Window Takafidl Operations - Operator's Fund 201,734
Finance Cost {7, 508)
Profit before tax m
Segment assets 1,841,027 62,782 83,038 120,805 1,112,185 3,028 907
Unallocated assets 4 376,012

T 7404915
Segment Aabilities 1,588,148 143.211 578,078 282,433 1,160,578 3,751,498
Unallocated liabilities 1,140,085
T 4891594
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40  RISK MANMAGEMENT

The primary objective of the Company’s sk and financial management framework is fo protect the Company's shareholders
from the ewvents that hinder the sustainable achievement of financial perfformance objectives, incleding failing fo exploit
opporfunities. Key management recognizes the crtical importance of having efficient and efiective isk management system in

The Company's risk management function is camied ouf by the Board of Directors ithe Board). with ifs associated
committees. This is supplemented with a clear organizational structure with documenied delegated authorties and
responsibilities from the Board of Directors to the Chief Executive Officer and senior managers.

The Board of Direciors meels regulady fo approve any commercial, regulatory and organizafional decizions. The Chief
Executive Officer under the authority delegated from the Board of Directors defines the Compamy's risk and its interpretation,
limit structure to ensure the appropriate quality and diversification of assets, align underwriting and reimsurance sirategy to the
corporate goals, and specify reporting requirement.

The risk faced by the Company and the way these risks are mitigated by management are summarized below :

a) Financial risk, categorized into;
- Credit nsk - note 40.1.1
- Liquidity risk - note 40.1.2
- Market nisk -note 40.1.3
b} Capital adequacy nisk - note 402
c) Insurance risk - note 40.3

40.1 Financial rigk

The Companys aclivities exposes it to a varely of financial isks: credit rizk, liquidity =k and markel sk (including
interest / mark-up rate risk and price nsk).

The Company's principal inancial risk instruments are financial investments, recehables arizing from insurance and
reinsurance confracts, statutory deposits and cash and cash equivalents. The Company does nol enter into amy
denvative transactions.

The Company's financial risk focuses on the unpredictability of financial markets and seeks to minimize polential
adwerse efiects on the financial perfformance. Financial rsks ariging from the Companys financial assets and
liabilities are limited. The Company consistently manages iz exposure o financial isk without any materal change
from presvious pericd in the manner described in notes below.

40.1.1 Credit risk

Credit risk is the risk that arses with the pessibility that one party to a financial instrument will fail to discharge its
obligation and cause the other pary to incur a financial loss. The Company attempls to conirod credit risk by
monitoring the following:

a) Credit worthiness of counter party ;
b Sector wize conceniration of counter party; and
c) Aging analysis of counter party.

The camying amount of financial asseis which represents the maximum credit exposure, as specified below:

Financial assefs 2023 2022
(Rupees in thousand)

Eank balances -note 4001.1.1 469,294 534,861
Investmentz 2,695,192 2232 924
Due from insurance confract holders -note 40.1.1.2 319,636 539 160
Amount due from other ingurers / reinsurers -note 40.1.1.3 97,190 86,133
Accrued investment income 47 566 34 885
Reinsurance recoveries against outstanding claims - note 40.1.1.3 906,887 677, 358
Loans and other receivables 223,810 161,586

5250575 4055037
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"40.1.1.1 The credit quality of Company's bank balances can be assessed with reference to external credil ralings as follows:

Rating Rating
Short-term Long-term Agency 2023 2022
{Rupees in thousand)
Habib Bank Limited A+ ARA JCRVIS 2 1
The Bank of Punjab Al+ Al+ PACRA 140 109
Silk Bank Limited A2 A JCR-VIS 7 )
Summit Bank Limited Suspended Suspended JCR-VIS 1.479 1366
d :
Maobilink Microfinance Bank Limited Al A PACRA 29,561 16.018
Zarai Tarakiati Bank Limited A1+ AAA JCR-VIS 11 611
MRSP Microfinance Bank Limited A2 BEE+ JCR-VIS 100 o
Fhushhali Microfinance Bank Limitec A2 A JCR-VIS 9,231 10,155
Finca Microfinance Bank Limited A2 A PACRA 13,419 11787
Faysal Bank Limited Al+ Al PACRA 295 61
Sonen BEank Limited Al+ M- PACRA 512 7339
The Punjab Provincial Cooperative
Bank Limited NI A NA 103 102
Allied Bank Limited Al+ AAN PACRA

40.1.1.2 The management monitors exposure to credif risk in premium receivable ansing from insurance and reingsurance
contracts, through regular review of credit exposure and prudent estimates of provision for doubtful receivables. The
provigion for doublfid receivables amounting to Rs. 27.11 million (2022: Rs. 16.42 million million} is shown in note
13.1. The figures shown below are exclusive of any provisions made during the year. The management is of the vew
that it is not exposed to significant concentrafion of credit risk as ifs financial assets are adeguately diversified in
entities of sound financial standing, covering various industral secior segments.

2023 2022

Sector wise analysis of due from insurance coniract holders but unpaid is as follows: (Rupees in thousand)

Financial institutions 53,653 86,420
Telecom sector 70,026 20,434
Construction 23011 15,224
Manufacturing 583,421 205,19
Personal goods 3,385 2,317
Health & pharmaceutical 4 667 7.278
Texlile & composite 47 302 451386
Mizcellaneous & others 61,269 170,577

346,744 335,577
Provizion for impaiment of
receivables from insurance contract holders (27,108) {16.417)

819,636 539,160
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The aging analysis of premium due but unpaid can be assessed with the following:

2023 2022

Rakated Others Total Related parties  Others Total

parties

{Rupees in thousand)
Ok 4 e 75,785 749,384 825 169 75,678 450 557 G
1-2 years - 15,712 15,712 21 B340 8,270
2.3 years - 3,846 3,845 28 1,723 1,752
Over 3 years 2 2,17 2.7 i 2,220 2,220
75,785 770,959 846,744 75,728 478,240 555 577

40.1.1.3 The credit quality of amount due fom other insurers [ reinsurers  and reinsurance recovenes against outstanding

40.1.2

claims can be assessed with reference to external ratings as follows:

Reinsurance

Amount due recoveries
from other against
insurers / outstanding
reinsurers claims Total

--———-—{Rupees in thousand}--—-——-
As at 31 December 2023

BB+ or abowe (including PRCL) 136,984 906,837 1,043 871
As at 31 December 2022
BB+ or above (including PRCL) 136,613 877,338 314,008

The credit risk of reinsurance recowenes against outstanding claims can be assessed with the following apging
analysis, estimated in a manner consistent with the provision for outstanding claims, in accordance with the
reinsurance contracts:

2023 2022
Reinsurance Rensurance
recoveries  Provision for recovernes Pronvision for
against outstanding against outstanding
outstanding claims outstanding claims
claims claimns
e ——{Rupees in thousand)
Up to 1 year 480,197 813,386 470,178 B854, 740
1-2 years 241 968 285,017 134,242 158,108
2-3 years 110,742 121,048 28,840 35,288
Cwer 3 years 73.982 50,953 44 027 54,203
B06. 387 1.314. 412 877,388 1,104,317
Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. Prudent
hguidity risk management implies maintaining suficient cash and marketable secunties and the awilability of
adequate funds through committed credit facilities. The Company finances its operations through equity and working
capital with a view to maintaining an appropriate mix between varous sources of finance to minimize nsk.

On the statement of inancial position date, the Company has cash and bank deposits and readily marketable
securities with insignificant change in value of Rs. 474.83 million {2022: Rs. 538.46 million) and Rs. 2,885.19 million
(2022 Rs. 2,222,892 million) respectively.

The table below analyses the Company's financial liabilities into relevant maturity groupings based on the remaining
period at the statement of financial position date to contractual maturnty dates. The amounts disclosed in the table
are the confractual undiscounted cash flows.
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Provizion for outstanding claims
Amounts due to other insurers [ reinsurers
Cther creditors and accruals

Provizion for outstanding claims
Amourts due to other insurers [ reinsurers

Other creditors and accruals

40.1.2.1 Changesin liabilities arising from financing activities

Lease liabilities 2023

2022

Lease liabilities

40.1.3 Market risk

2023

Maturity  Maturity
Total Ondemand  yp to one after one
year year

_ {(Rupeesin thousand}—————

1,314,412 1,314,412 - -
848,487 348 487 = i
601,789 601,789 - -

2,764,688 2,764,683 : =

2022
Maturity M aturity
Total On demand up fo one after one
year year

——— e ——{Rupees in thous and p—-——————————

1,104,316 1,104,316 - -
545,635 545,635 - -
581,896 551,896 - -

2,231,847 2.231.847 - -

M January Cashflows Other H December

————{Rupeesin thousand}——omn- - ———

79,920 (33,309) 47,282

93,893

105,391 (34,206) 8.735

79.920

Market risk is the nsk that the fair value or fulure cash flows of a financial instrument will luctuate as a resul of
change in market prices such as interest rales, foreign exchange rales and equity prices.

The Company is exposed to market risk with respect to its bank balances deposits and investments.

The Company limifs market risk by maintaining a diversified portfolio of money market and equity market and by
confinuous monitoring of developments in rezpective markets. The company has formulated a liquidity-risk bazsed
imestment policy approved by the Board of Directors which contains various guidelines for investment of surplus

funds in money market and equily market.

40.1.3.1 Interest rate risk

Interest rate risk iz the rsk that walue of a financial instrument or fulure cash fiows of a financial instrument wall
fluctuate due to changes in the market interest rales. Floating rate instruments expose the Company to cash flow
intere=t nsk, whereas fixed interest rafe instrument exposes the Company to fair value interest risk.

Sensitivity to inferest rate risk arises from mizmatches of financial asseiz and liabilities that mature or re-price in a
given period. The Company manages these mismatches through rnsk management sirategies where significant

changes in gap position can be adjusied.
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At the statement of financial position date, the inferest rate profile of the Company's significant interesi bearing
financial instruments was as follows:

2023 Carmmying amounts Carrying amounts
Effective Maturity up to one year Maturity after one year
Inkren it 2073 3022 2023 3022

———————{Rupeesin thouzand}——m8 —————

Financial assets

Eank balances 14.85% to 20.60% 367,027 484 270 - -
Carrying amounts Camying amounts
20%3 Maturity up to one year Maturity after one year
Effective 2023 2022 2023 2022
Interest rate

_  {Rupeesin thousand}———————m —— ——

Investiments

TFCz and Sukkuk 20.33% 1o 23.12% 45,000 - 75,000 129,665

PIE's 17.38% o 23.5T% 360,297 922 169 456,086 341,510

Treasury Bills 21.40%: to 22.07% 1,214,713 297 838 - -
1,620,010 1,220,007 531,086 471175

Sensitivity analysis

The Company does not account for any fixed rate financial assels and liabilitiez at fair value through profit and loss
account. Therefore, a change in inferest rate will not affect fair value of any financial instrument. For cash flow
sensitnity analysis of varable rale instruments a hypothetical change of 100 basis points in inferest rates at the
reporting date would have increazed [ (decreased) profit for the year by the amounts shown below.

It iz assumed that the changes occur immediately and uniformly to each category of instrument containing interest
rate risk. Varations in market inferest rates could produce significant changes at the time of early repayments. For
these reasons, actual results mighi differ from those reflected in the details specified below. The analysiz assumes
that all other vanables remain constant.

Increase Decrease
by 100 bpz by 100 bps
Impact on profit and loss account {Rupees in thousand)
As at 31 December 2023
Cash flow sensitivity-variable rate financial assels 86,957 (86,957)
Az at 31 December 2022
Cash flow sensitivity-variable rate financial assels 35,057 (35,037)

40.1.3.2 Price risk

Price risk represents the risk thal the fair value of a fimancial instrument will fuctuate because of changes in the
markei prices (other than those ansing from interest /! mark-up rate nisk or cumency nisk), whether those changes are
caused by factors specific to the indhidual financial mstrument or il izsuer, or factors affecting all or gimilar financial
instruments fraded in the market. Company is exposed to price rsk since it has investments amounting fo Rs.

269519 million (2022: R=s. 2 222 92 million) at the statement of inancial position date. Howewer, the Company has
no significant concentration of price risk.

The Company's strategy is fo hold its strafegic equity investments for long period of fime. Thus, Company's
management is not concemed with short term price fluctuations with respect to its strategic investments provided
that the underying business, economic and management charactersfics of the investee remain favorable.
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Sensitivity analysis

The fable below summarzes Company's equity price risk as of 31 December 2023 and 31 December 2022 and
shows the effecis of a hypothetical 10% increase and a 10% decrease in market prices as at the year end. The
selected hypothetical change does not reflect what could be considered to be the best or worst case scenarios.

The impact of hypothetical change on held for trading portiolio would be as follows:

Estimated fair  Hvpothetical increase/

5 [decrease) in
Hypothetical wvalue after
price hypothetical Profit after
Asset
Eair value change changes in price tax
{Rupees in thousand}
31 December 2023 Available s 10%: increase 570,070 54,825 3,613
for sale . 10% decregse 466,421 {51,325) {31,613
Held for ) 10% increase = > =
trading 10% decrease - - -
31 December 2022 Aszilable for 130342 10% increase 363,376 33,054 23,454
sale ’ 10% decrease 297 308 (33 034) (23.454)
Hedd for g 10% increase 224 10 20 448 14,517
trading ! 10% decrease 184018 (20,4485 (14,517

40.1.3.3 Currency risk

Cumency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. Cumency risk arizes mainly from fulure commercial fransactions or receivables
and payables thal exist due to transactions in foreign cumencies. The Company’s exposure to exchamge rate
fluctuation risk is insignificant as it hold liabilities of US 5 Mil as at 31 December 2023 {2022 US 5 Nil).

40.1.3.4 Fair value of financial instruments

Fair value iz the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing
parties in an am's length transaction. The camying values of all financial assefz and financial liabilities approximate
their fair values excepl for certain debt instruments held. The fair values of financial instruments are dizclosed in note
41 to these financial statements.

Capital adequacy risk

The Company’s objective when managing capital iz to safeguard the Company's ability to continue as a going
concem so that it can continue to provide returns for shareholders and benefits for other stakeholders: and to
maintain a strong capital base to support the sustained development in ifs businesses.

The Company manages its capital structure by moniforing retum on net assets and makes adjustments to it in the
light of changes in economic condifions. In order to maintain or adjust the capital structure, the Company may adjust
the amount of dividend paid to shareholders or issue new shares.

The Company's cument paid-up capital is in accordance with the limit prescribed by the Insurance Rules, 2017.

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

The Company's insurance activities are primarnly concemed with the pricing, accepltance and management of risks
from ifs customers. In accepting risks the Company is commilting to the payment of claims and therefore these risks
must be understood and controlled. Disciplined undenwriting, encompassing sk assessment, risk management,
pricing and exposure control is crifical to the Company’s success. The Company manages these risks through its
undenwriting strategy. adequate reinsurance amangements and proactive claims handling.

The company is facing three kinds of sk in its insurance actiilies, namely;

- Premium Risk - note 40.3.1
- Claim Risk - note 40.3.2
- Reinsurance Risk - note 40.3.3

40.3.1 Premium Risk

The underwrifing strategy aims io ensure that the undensitien rizks are well diversified in ferms of type and amount
of sk, industry and geography. Pricing is generally based upon risk quality, historical claims frequencies, claims
averages. adjusted for infiation and imposition of deductibles. Risk inspeclions suneys are also conducted before
accepiance of larger nsks. Underwrting limits and guidelines are in place to enforce appropriate nsk selection
criteria. For exampie, the Company does not offer health insurance to walk-in indiidual customers. Health insurance
is generally ofiered to corporate customers with a large population to be covered under the policy.

The Company manages the insurance rigk arising from the geographical concentration of risk with the help of various
MIS reporis generated from the [T system. For this purpose all chtical undenwriting information including address
lockups and geocoding iz punched into the IT system. For example, for catastrophic aggregates, the IT system
assigns precize geographic CRESTA (Catastrophe Risk Evaluating and Standardizing Target Accumulations) codes
with reference fo the accumulation of sum insured in force at any paricular location against natural perls. For Marine
risks, complete underwriting details, besides sums insured and premiums. like vessel identification, voyage input
(seafaininland transit), sailing dates, origin and desfination of the shipments, per camy limits, etc. are fied into the IT

The Company also monifors concentration of risk by esvaluating multiple rsks cowered in the same geographical
location. For fire and propery risk a particular building and neighboring buildings, which could be affected by a single
claim incidenl, are congidered as a single localion. For earthquake risk, a complele city i= classified as a single
location. Similarly, for marine risk, multiple rnisks covered in a single vessel woyage are considered as a single nsk
while assessing concentration of nisk.

The following table demonstrates the class wise concentration of risk on the basis of sum insured:

Gross sum insured Net sum insured
2023 2022 2023 2022
Fire 65% 55% 28% 18%
Marine 16% 26% 25% 33%
Motor 2% 3% 22 24%
Accident and Health 3% 2% 22% 16%
Others incleding miscellaneous 14% 14% 3% 4%
1005 100% 1007 100%

The following table demonstrates the class wise concentration of risk on the basis of premium :

Gross premium written Net premium written
2023 2022 2023 2022
Fire 29% 19% 2% 2%
Marine 4% 4% 2% 1%
Maotor 19%, 18% A4% 34%
Accident and Health 20%, 5% 408 6%
Others including miscellaneous 200 23% A8 I
100% 100% 100% 100%
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40.3.2 Claim Risk

One of the purposes of insurance is to enable policyholders to protect themselves against uncertain fulure events.
Insurance companies accept the transfer of uncerainty from policyholders and seek to add value through the
aggregation and management of these nsks. The uncertainty inherent in insurance is inevitably reflected in the
financial statements of insurance companies and can be characterized under a number of specific headings, such

* Unceriainty as to whether an event has occumed which would give rize to an insured loss.

* Uncertainty as to the extent of policy coverage and limits applicable.

* Uncerainty as to the amount of insured loss suffered by a policyholder a= a result of the event occumng.
* Uncerfainty over the timing of a setflement to a policyholder for a loss sufiered.

Therefore the objective of the Company is to ensure that sufficient resenes are available to cover these uncertainties
and in case of any change in estimation due to further development on uncertainty or change on assumptions, the
Company account for that change immediately.

Claims provsions are delemmined based upon previous claims expenence, the knowledge of evenls and the terms
and conditions of the relevant policies and on interpretation of cicumstiances. Pariculary relevant is experience with
similar cases and historical claims payment trends. it should be emphasized that comoborative evidence oblained
from as wide a range of sources as possible also contribute to form the overall estimate. Lange claims impaciing
each relevant business class are generally assessed separaiely, being meazured at the face value of the suneyor's

Company has reasonably accounted for claims that have occurred by the end of the reporting period but remain
unsetiled and for those that may have occurmred but have not yet been nofified to the company and those that are nol
yet apparent to the insured. The Company's policy for accounting of its claims has been disclosed in note 4.1.12 to
the financial statements.

Sensifivity analysis

The risks aszocialed with the insurance contracis are complex and subject to a number of varnables which
complicate quantitative sensitivity analysis. The Company makes vanous assumptions and techniques based on past
claims development expenence. This includes indications such as average claims cost, ultimate claims numbers and
expected loss ratics. The Company congiders that the liability for insurance claims recognized in the statement of
financial position iz adequate. However, actual experience will difier from the expected outcome.

Az the Company enters into short term insurance confracts, it does not assume any significant impact of changes in
market conditions on unexpired nsks. However, some results of sensitiity testing are set out below, showing the
impact on equity (net of reinsurance) due to 10% change in claim expense.

Underwriting result Shareholders' Equity
2023 2022 2023 2022

_  {Rupeesin thousand}——————m —n——

Fire 4,574 9,731 2,790 6,923
Marine 1,425 1,684 869 1.196
Motor 36,522 34308 22,278 24 359
Accident and Health 70,305 55,661 42,886 45,749
Others including Miscellaneous 2347 5444 1,462 3.865

115,223 119,845 70,285 &5,092

40.3.3 Reinsurance risk

The Company purchases reinsurance as part of its risks mitigalion program. Reinsurance ceded is placed on both
proportional and non-proporional basis. The majority of proportional reinsurance is guota share reinsurance which is
taken out to reduce the overall exposure of the Company to cerain classes of business. Mon-proportional reinsurance
is primarily excess of loss reinsurance designed to mitigate the Company's nel exposure to catastrophe losses.
Retention limits for the excess of loss reinsurance vary by product line. The Company also amanges the local and
foreign facultative reinsurance &= part of its sk management sirategy.
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NUMBER OF EMPLOYEES

The number of employees of the Company are as follows: 2023 2022
Average number of employees during the year 2722 216

As at 31 December 228 215
SUBSEQUENT EVENTS

The Board of Directors at its meeting held on 1t Feb 2024 has proposed a final dividend
{@ Hs. 3.00 per share for the year ended 31 December 2023 (2022. Rs2/share) amounting to
Rs 150 million (2022: 100.00m) for approval of the members at the Annual General Meeting to be
held on 30" April 2024, . These financial statements do not reflect this dividend.

GENERAL

Figures in these financial statements hawe been rounded off to the nearest thousand of Rupees, unless otherwise
stated.

DATE OF AUTHORIZATION FOR ISSUE

1% Feb 2024

These financial statements were authorized for issue by the Board of Directors on

CORRESPONDING FIGURES

Corresponding figures have been re-amanged wherever necessary to reflect more appropriate presentation of events
and transactions for the purpose of comparison. However, no significant re-arrangements have been made.

Director Chief E)u:cﬁﬂ: cer

——
Chairman
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INDEPENDENT ASSURANCE REPORT ON THE STATEMENT OF MANAGEMENT'S
ASSESSMENT OF COMPLIANCE WITH THE SHARIAH PRINCIPLES

TO THE BOARD OF DIRECTORS OF ALFALAH INSURANCE COMPANY LIMITED

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
December 31, 2023, with the Takaful Rules, 2012, in the form of an independent limited assurance
conclusion about whether the annexed statement reflects the status of compliance of the Takaful
Operations with the Takaful Rules, 2012, in all material respects. This engagement was conducted by a
multidisciplinary team including assurance practitioners and independent Shariah scholars.

APPLICABLE CRITERIA

The criteria for the assurance engagement against which the annexed statement has been assessed
comprises of the Takaful Rules, 2012, issued by the Securities and Exchange Commission of Pakistan
(SECP).

MANAGEMENT'S RESPONSIBILITY FOR SHARIAH COMPLIANCE

The management of the Company is responsible for preparation of the annexed statement that is free from
material misstatement.

This responsibility includes 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 ineludes ensuring the overall eompliance of the Takaful Operations with the Takaful Rules,
2012.

OUR INDEPENDENCE AND QUALITY CONTROL

We have complied with the independence and other ethical requirements of the Code of Ethics for
Chartered Accountants issued by the Institute of Chartered Accountants of Pakistan, which is founded on

fundamental principles of integrity, objectivity, professional competence and due care, confidentiality, and
professional behavior,

The firm applies International Standards 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.

OUR RESPONSIBILITY AND SUMMARY OF THE WORK PERFORMED

Our responsibility is to examine the annexed statement and to report thereon in the form of an independent
limited assurance conclusion based on the evidence obtained. We condueted our engagement in accordance
with International Standard on Assurance Engagements 3000, “Assurance Engagements Other Than
Audits Or Reviews Of Historical Financial Information”, issued by the International Auditing and
Assurance Standards Board. That Standard requires that we plan and perform our procedures to obtain
limited assurance about whether the annexed statements reflect the status of compliance of the Takaful
Operations with the Takaful Rules, 2012, in all material respects. The procedures performed in a limited
assurance engagement vary in nature and timing from, and are less in extent than for, a reasonable
assurance engagement. Consequently, the level of assurance obtained in a limited assurance engagement
is substantially lower than the assurance that would have been obtained had a reasonable assurance

A\lengagement been performed.

A. F, FERGUSON & C0., Chartered Accountants, a member firm of the PwC network
308-Upper Mall, Shahrah-e-Quaid-e-Azam, P.0. Box 39, Lahore-59000, Pakistan,
Tel: +92 (42) 3510 9343-50 / Fax: +92 (42) 3519 9351 www pwe.com/pk

KARACHI*LAHORE = ISLAMABAD
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The procedures selected depend on our judgment, including the assessment of the risks of material non-
compliances with the Takaful Rules, 2012, whether due to fraud or error. In making those risk assessments,
we have ponsidered 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. A system of internal control, because of its
nature, may not prevent or detect all instances of non-compliance with the Takaful Rules, 2012, and
consequently cannot provide absolute assurance that the objective of compliance with the 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.

In this connection, we have also reviewed the work carried out by the Internal Shariah Compliance
Department and the Shariah reviews carried out by the Internal Shariah Compliance Department. We have
designed and performed necessary verification procedures on various financial arrangements, contracts,
classes of transactions and related policies and procedures based on judgmental and systematic samples
with regard to the compliance with the Takaful Rules, 2012 and Shariah guidelines issued by the Shariah
Advisor of the Company. In performing our audit procedures necessary guidance on Shariah matters was
provided by independent Shariah scholars referred above.

We believe that the evidence we have obtained through performing our procedures were sufficient and
appropriate to provide a basis for our conclusion.

CONCLUSION

Based on the procedures performed and evidence obtained, nothing has come to our attention that causes
us to believe that the annexed statement does not reflect the Company's status of compliance, in all material
respects, with the Takaful Rules, 2012 for the year ended December 31, 2023.

, (-
A.F/Ferguson & Co,

Chartered Accounlants
Lahore

Date: April 08, 2024

ALFALAH INSURANCE RESSIg 8PN @] 8 Reiob:




Alfalah Insurance

Window Takaful Operations

Shariah Advisory Report to the Board of Directors

For the period 1* Jan.2023 to 31* Dec.2023

By the grace of ALLAH almighty, the year 2023 was the eighth year of Alfalah Insurance Company Ltd. [Window Takaful
Operations), the launch of Window Takaful Operations (WTO) by Alfalah Insurance Company Ltd. (AICL) has been a
positive contribution towards the development of a complete Islamic financial System in Pakistan. This initiative has
successfully provided Takaful facilities to numerous individuals and companies seeking shariah compliant alternatives
to insurance.

Progress of the year:

During this period, AICL (WTO) has achieved significant successes, details of which are mentioned below:

1. Under the guidance of the Shariah Advisor AICL (WTQO) continued to offer a host of takaful products of Mator,
Marine, Property, Health and Miscellaneous for its participants.

2. Significant success has been achieved in the Takaful agreements with new Islamic Banks.

3. AICL (WTO) has implemented a dedicated Takaful administration system which manages all operational
aspects of window Takaful operations,

4. Forthe investment of Takaful Funds, a Shariah Compliant investment policy has been approved by the shariah
advisor and all the investments of Takaful Funds are undertaken In 2ccordance with the approved policy.

5. This year, Management has invested Takaful funds in secure and low risk shariah compliant avenues, As a
result of secure investment Takaful fund has gain record profits from investments.

6. All Bank Accounts of Takaful are separate from the conventional insurance business and they are maintained
in Islamic Banks.

7. ALHAMDULILLAH, after mainlaining its contingency reserves and solvency level, PTF has been able to take its
financial position towards strong stability, hopefully this financial stability of Takaful Fund will give more
confidence to Takaful participants.

Shariah Certification:

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

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

s The management of AICL (WTQ) continuously seeks advice and guidance regarding Shariah before
launching any Takaful product. Furthermore, all the takaful products are developed through consultation
with the Shariah Compliance Officer and in accordance to the guidelines provided by the Shariah Advisor,

« Segregation of Window Takaful Operations from the conventional insurance business is an essential part
of valid takaful contracts. | am pleased to state that AICL (WTQ) has made it a priority to separate all the
Takaful Funds, Investments, Bank Accounts, Systems and other related issues 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 seed money of Wagf were made with these compliant
funds.

« Training and Development is imperative for understanding the principles of Takaful and its practical
implementation. For this purpose, AICL (WTO) has fulfilled its responsibility and arranged Takaful training
for head office and branch staff, | hope that AICL {WTO) will continue to invest in its human capital to
ensure complete compliance of shariah principles at business and operational levels.
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Alfalah Insurance

Window Takaful Operations

= [nthe end; | pray to that may ALLAH Almighty accept our efforts and enable us to perform our duties in
the best manner. May Allah Almighty grant us success and help us at every step, keep us away from every
hindrance and difficulty, and grant financial success to Alfalah Insurance Company Ltd. {Window Takaful
Operations).

Wassalam
Dr.Khakil Ahmed Aazami
Shariah Advisor

Alfalah Insurance Company Ltd.

(Window Takaful Operations)
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INDEPENDENT AUDITOR'S REPORT
To the members of Alfalah Insurance Company Limited — Window Takaful Operations
Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Alfalah Insurance Company Limited - Window
Takaful Operations (the Operator), which comprise the statement of financial position of OPF and PTF as
at December 31, 2023, and the profit and loss account, the statement of comprehensive income, the
statement of changes in operator’s fund and participants’ takaful fund, the statement of cash flows for the
vear then ended, and notes to the financial statements, including a summary of material accounting policies
and other explanatory information, and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position of OPF and PTF, the profit and loss account, the statement of comprehensive
income, the statement of changes in operator’s fund and participants’ takaful fund and the statement of
cash flows together with the notes forming part thereof conform with the accounting and reporting
standards as applicable in Pakistan and give the information required by the Insurance Ordinance, 2000
and the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a true and fair
view of the state of the Operator's affairs as at December 31, 2023 and of the profit and other comprehensive
income, the changes in operator’s fund and participants' takaful fund and its cash flows for the year then
ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the Operator in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethies for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the Code) and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

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

Management is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the financial statements and our auditor's report
thereon.

Qur opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwisc appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

A

| A.F. FERGUSON & CO., Chartered Accountants, a member firm of the PuwC network
308-Upper Mall, Shahrah-e-Quaid-e-Azam, P.O. Box 39, Lahore-s54000, Pakistan,
Tel: +92 (42) 3519 9343-50 / Fax: +92 (42) 3519 9351 www.pwe.com/pk

SKARACHISLAHORE =ISLAMABAD

107 ALFALAH INSURANCE RESSIgIUENES @] 8 Reiob:




i

pwec AFFERGUSON& CO.

Responsibilities of Management and Board of Directors for the Financial Statements

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

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

Board of directors are responsible for overseeing the Operator’s financial reporting process.
Auditor’'s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

We communicate with the board of directors regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

A:l of 3 pages Independent Auditor's Report
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We also provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

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

b) the statement of financial position of OPF and PTF, the profit and loss account, the statement of
comprehensive income, the statement of changes in operator’s fund and participants’ takaful fund
and the statement of cash flows together with the notes thereon have been drawn up in conformity

with the Insurance Ordinance, 2000, the Companies Act, 2017 (XIX of 2017), and are in agreement
with the books of account;

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

d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).
Other Matter
The financial statements of the Operator for the yvear ended December 31, 2022 were audited by another
firm of Chartered Accountants who had expressed an unmodified opinion on those financial statements
vide their reports dated March 30, 2023,

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

L

A. Fl Ferguson & Co,
Chartered Accountants

Lahore
Date: April o8, 2024

UDIN: ARzozz10071a6nS7CrXe

3 of 3 pages Independent Auditor’s Report
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- ALFALAH INSURANCE COMPANY LIMITED
WINDOW TAKAFUL OPERATIONS

STATEMENT OF FINANCIAL POSITION OF OPF AND PTF
AS AT 31 DECEMBER 2023

OPF PTF
Note 2023 2022 2023 2022
e e———(Rupees in thousand}---—---——-——-
ASSETS
Property and equipment 5 - 4 - -
Imvestments B
Equity securities 272 827 145,606 147 580 113,324
Term deposits 149,940 - 399,920 -
Loans and other recehables - - - T.444
Takaful / retakaful recensbles T - - 68,889 107,842
Salvage recoveries accrued - - 12,043 6,638
Deferred wakala fes 18 - - 70,585 71,325
Receivable from PTF ] 116,226 B2,570 - -
Accrued imestment income 3,246 3.082 4.3 3.815
Retakaful recowvenes against outstanding claims - - 49,015 94,424
Deferred commission expense | acquisition cost 20 9141 10,473 - -
Prepayments 13 - - 34,065 24,188
Cash and bank L 138,302 271,780 36,632 30z2,828
TOTAL ASSETS 590, 482 H24, 500 823 520 701,717

RESERVES AMD LIABILITIES
RESERVES ATTRIBUTABLE TO OPERATOR AND PARTICIPANTS

Operator's Resenes:

Statutory resenes 10 50,000 50,000 - -
Unappropriated profits 347 T3 234,754 - -
Total operator's reserve 97,7 284,754 - -

Participants' Takaful Fund (PTF}

Seed money - - ilili] 500

Accumulated surplus - - 177 B&T 107,809
Balance of Participants' Takaful Fund - - 178,367 108,409
LIABILITIES

PTF Underwriting Provisions:

Outstanding claims including IBNR 15 - - 184 664 186,778
Uneamed contribution resere 13 - - 209 823 208,773
Uneamed retakaful rebate 14 - - 4234 2,848

- - 398,721 408,303

Uneamed wakala fes 18 T0 585 71.325 - -
Contribution received in advance - - 6. 466 O 542
Takaful / retakaful payables 7,540 2235 110,597 58,854
Cther creditors and accruals 11 214,626 186,178 8,729 13,2756
Taxation - provision less payments - - 3,414 12,868
Payable to OPF - - 116,226 82,570
TOTAL LIABILITIES 282 751 238,736 645 153 583,308
TOTAL FUND AND LIABILITIES B50, 482 524,500 B23. 520 701,717
CONTINGENCIES AND COMMITMENT 5 12

The annexed notes foef 1710732 form an integral part of these financial statements. B

e S } L/@L"'- rellens” .
= = F i le
Chairman Director Director Chisf Em:n:l?éfﬁc:r
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- ALFALAH INSURANCE COMPANY LIMITED
WINDOW TAKAFUL OPERATIONS

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2023

Mote 2023 2022
(Rupees in thousand)

Participants' takaful fund

Contributicns earned 477,993 397 321
Less: Contributions ceded to retakaful (128,263} {119 703)
Met contributions revenue 13 349,730 277.613
Retakaful rebate eamed 14 20,076 15696
Met underwriting income 369,806 286,309
Met claims - reporied [ settled (336,290) (279.197)
- IBNR (601) (2.665)
15 (336,891) (282,062)
Other direct expenses 18 (2.97T) (5.929)
Surplus before investment income 29,938 8318
Investment income 17 45,402 35,305
Other income 18 47,080 17,066
Less: Modarib's share of imestment income (23,012) (13,093}
Provision for doubtful contributions {net of wakala fee) - (8.373)
Suplus before taxation 99,408 39223
Taxation 25 {29,450) [13.469)
Surplus transferred to accumulated surplus 59,958 25,754
Operator's fund
Wakala fee 19 197,365 174,835
Commission expense 20 (26,337) (28.534)
General administrative and management expenses 21 (61.632) (52.775)
109,396 93,526
Investment income 17 46,383 26,887
Modarib's share of PTF investment income 23,012 13,083
Direct expenzes 22 (3,329) (3.482)
Finance cost (1,219) {1.037)
Other income 18 27,491 13,541
Profit before taxation 201,734 142 528
Taxation 25 (88,76T) (50.0458)
Profit after taxation attributable to shareholders 112,967 92 480

The annexed notes from 1 to 32 form an integral part of these financial statements.
™
. ﬂ £
f] g /
Directar Chisf Em:cmﬁ'?*im
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- ALFALAH INSURANCE COMPANY LIMITED
WINDOW TAKAFUL OPERATIONS

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2023

Participants’ takaful fund

Surplus for the year

Other comprehensive income for the year

Total comprehensive income for the year

Operator's fund

Profit after tax

Other comprehensive income for the year

Total comprehensive income for the year

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

2023 2022

(Rupees in thousand)

— ]
Chairman Dlir=ctor
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- ALFALAH INSURANCE COMPANY LIMITED
WINDOW TAKAFUL OPERATIONS

STATEMENT OF CHANGES IN OPERATOR'S FUND
FORTHE YEAR ENDED 31 DECEMBER 2023

Balance as at January 1, 2022

Profit for the year
Other comprehensive income for the year

Total comprehensive income for the year

Balance as at December 31, 2022

Profit for the year
Other comprehensive income for the year

Total comprehensive income for the year

Balance as at December 31, 2023

Statutory Unappropriated

reserves profits Yoxat
(Rupees in thousand)
50,000 142,284 192,284
- 92,480 92,480
- 92,430 92,480
50,000 234764 284,764
- 112,967 112,967
- 112,967 112,967
50,000 47N 397,71

The annexed notes from 1 to 32 form an integral part of these financial statements.
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- ALFALAH INSURANCE COMPANY LIMITED
WINDOW TAKAFUL OPERATIONS

STATEMENT OF CHANGES IN PARTICIPANT’'S TAKAFUL FUND
FOR THE YEAR ENDED 31 DECEMBER 2023

Seed Accumulated Total
money surplus
{Rupees in thousand)

Balance as at January 1, 2022 500 82,155 82,655
Surplus for the year - 25,754 25,754
Other comprehensive income for the year - - -
Total comprehensive income for the year - 25, 7h4 25 754
Balance as at December 31, 2022 500 107,909 103,409
Surplus for the year = 69,953 69,958
Other comprehensive income for the year = e

Total comprehensive income for the year £ 69,953 69,958
Balance as at December 31, 2023 500 177,867 178,367

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

— .
Chairman Director Director Chief B 3 cer
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Bl ALFALAH INSURANCE COMPANY LIMITED
WINDOW TAKAFUL OPERATIONS
CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2023

Operafing cash flows

(a) Takaful activities

(D)

Contributions received
Retakaful contribution paid
Retakaiul rebate received
Claims paid
Commissions paid
Retakaful recoveries received
Walkala Fees received
Wakala Fees paid
Modarib share received
Modarib share paid
Met cash inflows from
takaful actiities

Other operating activities

Income tax paid

General and other expenses paid
Cther operating receipts / (payments)

Loans disbursed

Loans repaid

Met cash outfiows from
other operating activities

Total cash inflows
from operating activities

t aclivities

Profit / retum received
Payments for investments

Proceeds from disposal of imvestments
Total cash (outflows) | inflows from

investing activities

Financing activities

Total cash flow from financing activities

Net cash (outflow) / inflow during the year

Cash at the beginning of the year

Cash at the end of the year

2023 2022 2023 2022
OPF PTF
(Rupees in thousand)
- - 719,442 584,747
_ = {83,164)] [101,563)
- = 13,351 13,814
- - {366,941)| {205,302)
(24,678)| {26,388) - =
- - 33,347 21
174,732 161,241 = =
- - {174,732)] (161,241)
21,249 12,525 = -
i B (21,249) (12,525)
171,303 147,378 120,054 60,041
z - (38,905) {7,029)
(86, 900) (8,634) 4,467 (2,851)
(14,610) [9,0G5) {8,953} 5,072
{101,510) {17,729) (43,391) (4,808)
69,793 120,649 6,663 Bh 233
3817 25,914 72,751 30,721
(467,488) (543, 000) (1,603,421) (1,633,000)
227,000 715,000 1,278,000 1,670,000
{202,271) 92 914 (342,670) A
(132,478) 222 563 {266,007) 126,954
271,780 49 217 302,639 175,685
139,302 271,780 36,632 302,639

The annexed notes from 1 fo 32 form an integral part of these financial statements.
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B ALFALAH INSURANCE COMPANY LIMITED
WINDOW TAKAFUL OPERATIONS

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022 2023 2022

OPF PTF
(Rupeesin thousand)

Reconciliation to profit and loss account

Operating cash flows 69,793 129,649 76,663 65233
Depreciation (4)| (27) 2 -
Increasef (decrease) in assets other than cash 22,319 18,911 (47,342) 27,050
Increase in liabilities (53,015)| (96,481) (51,845) (108,900)
Imvestment and other income 73,874 40,428 92,482 52.3M
Net profit/ surplus for the year 112,967 92,480 69,953 25,754
Operator's Takaful Fund 112,967 92 480 - -
Participants’ Takaful Fund - - 69,958 25,754
112,967 92 480 69,958 25,754

The annexed notes from 1 to 32 form an integral part of these financial statements.
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Bl ALFALAH INSURANCE COMPANY LIMITED
WINDOW TAKAFUL OPERATIONS

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

1 LEGAL STATUS AND NATURE OF BUSINESS

Alfalah lnsurance 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
iz engaged in general non-life insurance business. The registered office of the Company is situated at 5-Saint

Mary Fark, Gulberg-lll, Lahore.

The Operator was granted authorization on 30 September 2015 under Rule & of the Takaful Rules, 2012 to

underfake Window Takaful Operations in respect of general takaful products by Securities and Exchange
Commission of Pakistan ['SECP).

For the purpose of carrying on the takaful business, the Operator formed a Wagf / Participant Takaful Fund
(PTF) on 13 January 2016 under the Wagf deed. The Waqt deed governs the relationship of Operator and
Participants for management of Takaful operations.

2 BASI5S OF PREPARATION AND STATEMENT OF COMPLIANCE
2.1 Statement of compliance

2.1.1 These financial statements have been prepared in accordance wiath accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards comprize of:

- International Financial Reporting Standards (IFRS) 1ssued by the International Accounting Standards Board
{(lASB) as are notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017, the Insurance Ordinance, 2000, the
Insurance Rules, 2017, the Insurance Accounting Regulations, 2017, the Takaful Rules, 2012 and General
Takaful Accounting Regulations, 2019.

- In case requirements differ, the provisions of and directives issued under the Companies Act, 2017, the
Insurance Ordinance, 2000, the Insurance Rules, 2017, the Insurance Accounting Regulations, 2017, the
Takaful Rules, 2012 and General Takaful Accounting Regulations, 2019 shall prevail.

2.1.2 These financial statements reflect the financial position and results of operations of both the Operator's
Fund and Participants’ Takatul Fund in @ manner that the assets, liobilities, income and expenszes of the
Operator's Fund and PTF remain separately identifiable.

2.2 Basis of measurement

These financial statements have been prepared under historical cost convention except for certain financial
instruments carried at fair value. All tfransactions reflected in these financial statements are on accrual basis
except for thoze reflected in the cash flow statement.

2.3 Functional and presentation currency

ltems included in the financial statements are measured using 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 Operator's functional and presentation currency. All the financial infoarmation
presented in Rupees has been rounded off to the nearest thousand in rupee, unless otherwise stated.
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2.4 5Standards, interpretations and amendments to the accounting and reporting standards as
applicable in Pakistan that are effective in the current year

There are certain new and amended standards, interpretations and amendments that are mandatory for the
Company's accounting periods beginning on or after January 1, 2023 but are considered not to be relevant
or do not have any significant effect on the Company's operations and therefore, have not been detailed in
these financial statements.

2.5 Standards and amendments to accounting and reporting standards that are not yet effective and
have not been early adopted by the Company

Effective date {annual reporting periods
beginning on or after]

IFRS 7 Financial Instruments: Disclosures (Amendments) January 1, 2024
IFES 16  Leases (Amendments) January 1, 2024
[AS 1 Presentation of Financial Stotements [Amendment) January 1, 2024
[AS 7 Statement of Cash Flows (Amendment) January 1, 2024
AS 21 The Effects of Changes in Foreign Exchange Rates {Amendments) January 1, 2025
IFRS 17 Insurance Contracts January 1, 2026

Other than the aforementioned standards, interpretations and amendments, |ASE has also i1ssued the
following standards and interpretation, which have not been notified locally or declared exempt, in relation
to the Company, by Securities and Exchange Commission of Pakistan {SECP) as at December 31, 2023:

IFRS 1 First Time Adoption of International Financial Reporting Standards
IFRS 51 General Requirements for Disclosure of Sustainability-related Financial Information
IFES 52 Climate-related Dizclosures

2.6 Amendments to IFRS 4 applying IFRS 9 Financial Instruments with IFRS 4 Insurance contracts

The Company meets the eligibility criteria of the temporary exemption from IFRS # and intends to defer the
application of IFRS 9 until the effective date of the new insurance contracts standard {IFRS 17} for annual
reporting periods beginning on or after lanuary 1, 2023, as allowed by the Securities and Exchange
Commission of Pakistan (SECP) through 5.R.0. 1715 {i)/2023 dated November 27, 2023.

The temporary exemption enables eligible entities to defer the implementation date of IFRS ? for annual
periods beginning before 1 January 2023 and continue to apply IAS 3% to financial assets and liabilities. An
entity may apply the temporary exemption from IFRS 2 if;

(i} it hos not previously applied any version of IFRS 2, other than only the requirements for the presentation of
gains and losses on financial liabilities designated as FYPL; and

(i1} its activities are predominantly connected with insurance on its annual reporting date.
3. USE OF JUDGEMENT AMD ESTIMATES

The preparation of finoncial statements 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 bosed 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 fo accounting

estimates are recognized in the period in which the estimate is revised if the revision offects only that period,
or in the period of the revision and future pericds if the revision affects both current and future penods.
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The areas invalving a higher degree of judgment and complexity, or areas where assumptions and estimates
are significant to these finoncial statements or judgment was exercised in application of accounting policies,
are as follows:

MNote
- Residual values and useful lives of property and equipment 4.2.1
- Provision for doubtful receivables 4.1.2
- Provision for outstanding claims including
claims incurred but not reported {IBMR) 4.1.11
- Contribution deficiency reserve 4.1.12
-Segment reporting 4.1.21

4, ACCOUNTING POLICY INFORMATION
4.1 MATERIAL ACCOUNTING POLICY INFORMATION

The Company adopted Disclosure of Accounting Policies (Amendments to 1AS 1 and |FRS Practice Statements
2 'Maoking Materiality Judgements'] from January 1, 2023. Although amendments did not result in any
changes to the accounting policies themselves, they impact the accounting policy information disclosed in the
financial statements.

The amendments require disclosure of 'matenal’, rather than ‘significant’ accounting policies. The
amendments also provide the guidance on the application of materiality to disclosure of accounting policies,
assisting entities to provide useful entity specific accounting policy information that user need to understand
other infermation in the financal statements.

The moternal accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

4.1.1 Financial instruments

Financial ossets and liabilities are recognized when the Operotor becomes a party to confractual provisions
of the instrument and de-recogmzed when the Operotor loses control of contractual nghts that comprise the
financial asset and in cose of finanaal hobility when the obligotion specified in the contract 15 discharged,
cancelled or expired. Any goin or loss on de recognition of financiol assets and labilities are included in profit
and loss account for the year.

4.1.1.1 Non-derivative financial assets

The Operator initially recognizes loanz and receivables on the daote that they cre originated. All other financial
assets (including ossets designoted os at fair value through profit and loss occount) are recognized inimally on
the trade date, which s the dote that the Operator becomes a party to the contractual provisions of the
instrument.

The Operator derecognizes o financial asset when the contractual rights to the cash flows from the osset
expire, or it transfers the rights to receive the contractual cosh flows in o tronsaction in which substanhally all
the rizks and rewords of ownership of the finoncial osset are transferred. Any interest in such fransferred
financial assets that 1s created or retained by the Operotor is recognized oz a separate asset or hability.

The Operator classifies non-dernvative inoncial assets into the following cotegories namely: financial ossets
at fair value through profit and loss account, held-to-matunity finoncial ossets, loons and receivables and
available-for-sale financial assets.

Financial assets at fair value through profit and loss account

Afinancial osset 1s clossified as at foir value through profit ond loss account if it 15 clossified as held for trading
or is designoted os such on inihal recogmition. Financial assets are designated as at fair value through profit
ond loss account if the Operator manages such investments and maokes purchase and sale decisions based
on their fair value in accordance with the Cperator’s documented risk management or investment strategy.
Attributable transachion costs are recogmized in profit and loss aoccount as incurred. Financial assets at fair
value through profit ond loss account are measured ot fair value aond changes therein, which takes into
account any dividend income, are recognized in profit and loss account,
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Held to maturity financial assets

If the Operator has the positive intent and ability fo hold debt securities to maturity, then such financial assets
are classified os held to maturity. Held to matunity 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 inferest 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 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.

Available for sale financial assets

Available for sale financial assets are non-denvative financial assets that are designated as available for sale
or are not classified in any of the above categonies of financial assets. Available for sale financial assets are
recognized initially at fair value plus any directly attnbutable 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 and loss account.

4.1.1.2 Non-derivative financial liabilities

The Operator inmally recognizes debt securities issued and subordinated liabilities on the date that they are
onginated. All other financial liobiliies are recognized imihally on the trade date, which 1z the date that the
Operotor becomes o party to the confractual provisions of the instrument.

The Operator derecognizes o iinancial liability when its contractual obligations are discharged, cancelled or
expired.

The Operator classihes finonaal lhiabilihes recogmized inthially ot foir value less any directly attributable
transaction costs. Subsequent to initial recogriion, these financial hiobilities are measured ot amortized cost
using the effective interest method. Financial hiabilities mainly includes other creditors ond occruals.

4.1.1.3 Offsetting of financial assets and financial liabilities

A finoncial osset and o finoncial hability 1= offset and the net amount s reported in the statement of financial
position If the Operator has o legol enforceable nght to set off the recognized omount ond intends either to
settle on a net basis or to realize the osset and settle the liability simultaneously.

4.1.2 Impairment
Financial assets

A finoncial osset is assessed of each reporting daote to determine whether there 1= any objective evidence thot
it iz impaired. Individually sigmficant finoncial assets are tested for impairment on an individual baosis. The
remaining financial ossets are assessed collectively in groups that share similar credit nsk charoctenstics. A
financial asset 1z considered to be impoired if objective evidence indicotes that one or more events have had
a negative effect on the estimoted future cash flows of the asset,

An impairment loss in respect of a financial asset meosured ot amortized cost 1s calculoted as the difference
between its carrying amount, and the present vaolue of the estimated future cosh flows discounted at the
onginal effective interest rote. Impairment loss in respect of o finoncial aszet measured ot foir value 13
determined by reference to that fair value. All impoirment losses are recognized in profit and loss account. An
impairment loss 15 reversed if the reversal can be reloted objectively to an event occurring after the
impairment loss wos recognized. An impairment loss 1s reversed only to the extent that the financiol asset’s
carrying amount after the reversal does not exceed the carrying amount that would have been determined,
net of amorhization, if no impairment loss had been recognized.
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Impairment losses on available for sale financial assets are recognized by reclassifying the losses
accumulated in the fair value reserve to profit and loss account. 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 and loss account. If the fair value of an impaired available
for sale debt secunty subsequently increases and the increase can be related objectively to an event occurring
after the impairment loss was recognized, then the impairment loss 15 reversed though profit ond loss account,
atherwise it is reversed through other comprehensive income.

Mon-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 1s 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 value of money and the nisks specific to the asset. For the purpose of impairment testing, assets that
cannct be tested individually are grouped together infto 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 umit, or CGU").

The Operator'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 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
exceeds its eshmated recoverable amount. Impairment losses are recognized in profit and loss account.

4.1.3 Takaful contracts

Takoful contracts are based on the principles of Wakala. The takaful contracts are inspired by the concept of
tabarru (to donate for benefits of others) and mutual sharing of losses with the overall objective of eliminating
the interest, gambling and uncertainty.

Takoful contracts under which the Farticipant Takaful Fund (PTF) accepts significant takaful risk from the
participant, if specified uncertain future event (the takaoful eventl adversely affects the participant, are
classihied as takaful contracts. Takaful nisk iz significant if a takaful event could cause the PTF to pay significant
benefits, due o the happening of the takaful event as compared to its non-happening. Once a contract has
been classified as o takoful contract, it remains a takoful contract for the remainder of its lifetime, even if the
takaful risk reduces significantly during this period unless all rights and obligations are extinguished or
expired.

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

- Fire and property damage

- Manne, aviation and transport
- Motor

- Accident and health

- Others including miscellaneous

These contracts are normally one year takaful contracts except marine and some other contracts including
miscellaneous class. Mormally all marnine takaful contracts are of three months penod. In others including
miscellaneous class, some engineering tokaful contracts are of more than one year pericd.

These contracts are provided to all types of customers based on assessment of takaful risk by the Operator.
Mormally personal takaful contracts e.g. vehicle, personal accident, etc. are provided to individual customers,
whereas, takaful contracts of fire and property doamage, marine, avighion and transport, health and other
commercial line products are provided to commercial crganizations.

Fire and property damage takaful contracts mainly compensate the Operator’s customers for damage
suftered to their properties or for the value of property lost. Customers who undertake commercial activities
on their premises could also receve compensation for the loss of earnings caused by the inability to use the
takatul properties in their business activities.

Marine tokaful covers the loss or damage of vessels, cargo, terminals, and any transport or property by which
cargo is transterred, acquired, or held between the points of origin and final destination.
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Motor takatul provides protection against losses incurred as a result of theft, tratfic accidents and against third
party liability that could be incurred in an acadent,

Acaident and health takaful contracts provide protection against losses incurred as a result of medical illness,
surgical operations and accidental injuries.

Other various types of takoful contracts are classified in others including miscellanecus category which
includes mainly engineering, terrorism, worker compensation, products of financial institutions, crop etfec.

The Operator also accepts takaful risk pertaining to takaful contracts of other takaful Operators as co-takaful
and re-takaful inward. The takaful nsk involved in these contracts 1s similar to the contracts undertaken by the
Operator as takaful contracts. All retakaful inward contracts are facultative (specific risk) occeptance
contracts.

4.1.4 Provision for unearned contributions

Provision for unearned contribution represents the portion of contribution written relating to the unexpired
period of coverage and is recognized as a liability by the Operator on the following basis:

- for other classes contnibution wntten is recognized as provision for unearned contribution by applying the
1/2 4th method as specified in the General Takaful Accounting Regulations, 2019,

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

4.1.5 Receivables and Payables related to takaful contracts

‘Recervables related to takaful contracts are known as contribution due but unpaid. These are recognized at
cost, which is the fair volue of the consideration given less provision for impairment, if any. Contnibutions
received in advance 1s recognized as liability till the time of issuance of takoful contract there against.”

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

4.1.6 Retakaful contracts held

These are contracts entered into by the Operator with retakaful operators for compensation of losses suffered
on takaful contracts issued. These retokaful contracts include both focultative and treaty arrongement
contracts and are classiied in same categories of takaful contracts for the purpose of these financial
statements. The Operator recognizes the entitled benefits under contracts as various retakaful assets and
liabilities.

Retakaful assets represent balances due from retakoful operators and retokaful recovernies against
outstanding claims. Due from retakaful operators are carried at cost less any provision for impairment. Cost
represents the fair value of the consideration to be received. Retakaful recoveries against outstanding claims
are measured at the amount expected to be recerved.

Retakaful assets are not offset against related takaful ligbilities. Income or expenses from retakaful contracts
are not offset ogainst expenses or income from related takaful assets.

Retakaful ligbilites represent balances due to retakaful operators. Due to retakoful operators are carried at
cost which i1s the fair value of the consideration to be paid.

Retakaful assets or hiabilities are derecognized when the contractual rights are extinguished or expired.
4.1.7 Retakaful expense

Contribution ceded to retakaful operators i1s recognized as an expense. For retakaful contracts operoting 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 recognized as an expense. For proportional retakaful business, after

taking into account the prepaid portion of retakaful contribution ceded and for non-proportional retakaful
business, evenly over the period of indemnity.

ALFALAH INSURANCE BERSIg IS 42 @] 8 Bl 116 IR




The portion of retakaful contribution ceded not yet recognized as an expense i1 recognized as a prepayment.
The prepaid portion of contribution ceded is recognized as an asset. Such asset iz calculated by applying the
1/24th method, whereby the hability shall equal 1/24 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.

4.1.8 Commission expense/ acquisition cost

Commission expense incurred in obtaining and recording takaful policies is deferred and recognized az an
asset on the attachment of the related nisks. This expense 15 charged to the profit and loss account of the
Operator's Fund based on the pattern of recognition of related contribution revenue.

4.1.9 Deferred commission expense/ acquisition cost

Deferred commission expense represents the portion of commission expense relating to the unexpired pericd
of takaful contract and 1s recogmized as an asset. |t is calculated in accordance with the pattern of its related
unearned contribution income.

4.1.10 Claims expense

General takatul 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 adjustments to claims cutstanding from
previous years. Claims are charged to the FTF profit and loss account.

4.1.11 Qutstanding claims including incurred but not reported (IBNR)

The Operator recognizes liability in respect of all claims incurred up to the statement of financial position 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 otherwize expressly indicated in any policy.
Prowvision for liability in respect of unpaid reported claims is made on the basis of individual case estimates. The
habilty for claims includes amounts In relation to unpaid reported claims, claims incurred but not reported
(IBME) and expected claims settlement costs.

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

Claims incurred but not reported

Secunties and Exchange Commission of Pakistan ("SECP"), through its circular 2 of 2016 dated 09 March 2016,
issued "Guidelines for estimation of incurred but not reported [IBMR) claims reserve, 20168" ["Guidelines") and
required to comply with all provisions of these guidelines with effect from 01 luly 2016.

These Guidelines require the Operator 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 under the provisions of the Guidelines. The Chain Lladder 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 ulimate level to derive an IBME estimate.

Az required under the Guidelines, the Cperator uses CLM by involving an actuary for determination of
provision against IBNE. Accordingly, the actuarial valuation as at 31 December 2023 has been carried out by
independent firm of actuaries for determination of IBMNR for each class of business. The actuanal valuation is
based on a range of standard actuanal claim projection techniques, based on empirical data and current
assumptions (os 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.

4.1.12 Contribution deficiency reserve

The Operator maintains a provision in respect of contribution deficiency (also called unexpired nsk reserve) on
aggregation basis where the unearned contribution liability i1s not adequate to meet the expected future liability,
after retakaful, from claims ond other claim handling expenses expected to be incurred after the statement of
financial position date in respect of the unexpired policies as at the statement of financial position date. The
movement in the contribution deficiency reserve 15 recorded oz an expense/ income in the profit and loss
account for the year.
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For this purpose, contribution deficiency reserve on aggregotion basis 12 determined by independent actuary.
The octuary determines the prospective loss rohio on aggregotion bosis and applies factors of unearned and
earned contributions and uses assumptions appropriate fo arnve ot the expected cloims settlement cost which
when compared with unearned contribution reserve (UCR) shows whether UCR iz odequaote to cover the
unexpired risks, If these rotioz are adverse, contnbution deficiency reserve 15 detfermined.

Based on recommendation of actuary, the uneamed contribution rezerve, on aggregation basis, ot the year end
15 adequaote to meet the expected future liability after retakoful claims ond cloim handling expenses, expected
to be incurred ofter the statement of financiol position date in respect of policies in force at the stotement of
financiol posiion dote. Therefore, no contnbution deficiency reserve has been accounted for in these financial
statements.

4.1.13 Waokala fee and Modarib Share

The Operotor manages the generol tokoful operotions for the porticipants aond charges the following
percentages of gross contnbution os Wokala Fee to meet the morketing and zelling expenses (including
commigsions), administrative and monogement expenses:

- Fire and property domage 30%
- Marine 30%
- Motor 35%
- Accident and health 15%

- Others including miscelloneous 30%

The Takoful operotor maonaoges the investment of the Partiopant's Funds as Modonb and charge 25% of the
investment income earned by the PTF as Modanb Share.

Waokola fee and Modarib share shall be recognized on the some bosis on which related revenue shall be
recognized. Unexpired portion of Waokalao fee shaoll be disclosed os o liobility for the Operotor's Fund and an
asszet for the Porticipant's Fund.

4.1.14 Cazh and Cash equivalents

Cosh and cosh equivalenis are carried in the statement of financial position ot cost. For the purposes of cash
flow statement, caosh and cash equivalents comprize cosh in hand, deposits with banks and stomps in hand.

4.1.15 Employees benafit

‘Salaries, wages ond benefits are occrued in the period in which the ossocioted services ore rendered by
employees of the Operator and meosured on an undizcounted basis."

Alfolah Insurance Company Limited hos undertaken for employee benefit cost of the Operator.
4.1.16 Creditors and accruals

Ligbilities for creditors and other amounts poyable are carried ot cost which iz the foir value of the considerotion
to be paoid in the future for the goods and / or services received, whether or not billed to the Operator.

4.1.17 Provizions and contingencias

Provisions are recognized when the Operotor has o present legaol or construchive obligation as o result of past
events, it iz probable that on outflow of resources embodying economic benefits will be required to settle the
obligotion and relioble estimate of the omount con be made. Provisions are reviewed ot each statement of

financial posiion date and adjusted to reflect the current best eshimate.,

Where outflow of rezsources embodying economic benefits 1s not probable, o contingent hability 1= dizclosed,
unless the possibility of outflow 1z remote.
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4.1.18 Revenvue recognition

4.1.18.1 Participant's Takaful Fund

Contribution

Contribution income under a policy is recognmized in line with note 4.1.4 of these financial statements.
Rebate from retakaful operators

Rebate income from other reinsurers 1s recognized af the time of issuance of the underlying takaful policy by
the Operator. This income is deferred and brought to account as revenue in accordance with the pattern of
recognition of the retakatful contnbution to which it relates. Profit commission, if any, which the Operator may
be entitled to under the terms of retakatul, is recognized on accrual basis.

The unearned portion of rebate income is recognized as a liability. Such liability is calculated by applying the
1/2 4th method, whereby the liability shall equal 1/24 of the rebate relating to policies commencing in the first
month of the operator's financial year, 3/24 of the rebate relating to policies commencing in the second
month of the operator's financial years, and so on.

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

Participants' Takaful Fund / Operator's Fund
Investment Income

Return on investments is accounted for on a time proportionate basis using the applicable rate of return/
interest,

Miscellanecus Income
Return on bank deposits is recognized on a hme proportion basis taking into account the effective yield.
4.1.1%9 Management Expenses

Expenses of management allocated to the underwriting business represent directly attributable expenses and
indirect expenses allocated to the various classes of business on the basiz of gross contribution written.
Expenses not allocable to the underwriting business are charged as other expenses.

4.1.20 Taxation

Income tox expense comprises current tax. Income tax expense is recognized in profit and loss account, except
to the extent that relates to items recognized in equity or in other comprehensive income, 1n which case it is
recognized in equity or in other comprehensive income respechively.

4.1.21 Segment reporting

A business segment 15 a distinguishable component of the Operator that is engaged in providing services that
are subject to risks and returns that are different from those of other business segments. The Operator
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 ossessing performance of the operating segments.
The performance of segments is evaluated on the basis of underwriting results of each segment.

Based on its classification of insurance contracts issued, the Operator has five primary business segments for
reporting purposes namely fire, marine, motor, health and others including miscellanecus. The nature and
business activities of these segments are disclosed in note 4.1.3 of these financial statements. Since the
operation of the Operator are predominantly carried out in Pakistan, information relating to geographical
segment s not considered relevant.
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The occounting policies of operaoting segment are the some as thoze described in the Material Accounting
Policy Information.

Aszsets, liobilites ond capital expenditures that are directly aftributable to segments have been assigned to
them. Those ossets and liobilities which con not be ollocated to o particuler segment on o reasonable baosis
are reported as unollocaoted corporote aszets and liobilihes.

4.1.22 Salvage racoveries

Salvage recoveries are recognized on estimoted basis based on post experience and market potterns and are
in line with the recogmition of reloted cloim expenses.

4.1.23 Takotul Surplus

Takaoful surplus ottributable to the participants iz calculoted ofter charging oll direct cost and setting aside
various reserves. Allocation fo participants, if applicable, 1= mode ofter adjusiment of cloims poid fo them
during the period.

4.1.24 Qard-e-Hazna

If there iz o deficit of admissible assets over its liabilities in the PTF, the Operotor from the Operators' fund may
provide Glard-e-Haosna to the FTF so that the PTF may become solvent as per Tokoful Rules, 2012,

4.2 SUMMARY OF OTHER ACCOUNTING POLICIES

Other than maoterial accounting policies applied in the preparation of these financial stotements are set out
below for eose of user's understonding of these financial stotements. These polices hove been opplied
congistenily for all pernods presented, unless otherwize stoted.

4.2.1 Operating fixed ossats
ltems of operating fixed ossets are stoted at cost less occumuloted depreciotion and any impairment loss.

Cost comprises of purchase price including import duties and non-refundable purchose toxes ofter deducting
trade discounts, rebotes ond includes other costs direcily ottributable to the ccquistion or construchon
including expenditures on the matenal, lobour and overheads directly relating to construction, erection and
installation of operating fixed assets,

Subsequent costs are included in the asset's carrying amount or recognized os o separofe gsset, as
appropriate, only when 1t is probable that future economic benefits associated with the item will flow to the
Operator and the cost of the item can be measured reliably. All other repair and maintenance costs are
charged to proht and loss account during the year in which they are incurred.

Depreciation on operating fixed assets 1z charged to profit and loss account using straight line method =0 as
to write off the historical cost of an asset over its estimated useful life at the rates mentioned in note 5 after
taking their residual value into account.

Depreciation on additions to operating fixed assets is charged from the month in which the asset 1z acquired
or capitalized, while no depreciation i1s 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 iz determined by comparing the
proceeds from sole with the carrying amount and is recognized in profit and loss account.
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PROPERTY AND EQUIPMENT

Cost

OPF PTF
2022 2023

2023 2022

~————{Rupeesin thousand)}———-——

As at 01 January 188 153 - -
Additions during the year - - - -
As at 31 December 188 158 - -
Less: Depreciation
As at 01 January 184 157 - -
Charged during the year 4 27 - -
As at 31 December 188 154 - -
Net book value - 4 - -
Rate of depreciation 25% 25%
INVESTMENTS
2023 2022
Cost Impai!'n.'lent Carrying Cost Jmpai_mrlenl Camying
provision value provsion value
{Rupees in thouzand)
Investment in equity securities
Mutual fund - PTF 147,980 - 147,980 113,324 - 113,324
Mutual fund - OPF 272,627 - 272,627 146 606 - 146 606
Inve stment in term deposits
Musharika cerificates - PTF 200,000 - 200,000 - - -
GIS VRR - PTF 194,920 ’ 199,920 . . -
GIS VRR - OPF 149,940 - 149,940 - - -
OPF PTF
Note 2023 2022 2023 2022

TAKAFUL ! RETAKAFUL RECEIVABLES

- UNSECURED AND CONSIDERED GOOD

Contribution due from confract holders

Less: provision for impairment of receivables from

takaful contract holders

Amount due from other takafuliretakaful operator
Less: provigion for impairment of due from other

takaiul / re-takaful operator

———————————|Rupees in thousand}——m—m——

T - 32,519 78,629
7.4 = i {5,099) (4,081)
- - 27,420 74,548
7.3 - = 52,976 45919
7.2 = E (11,507) (12,525)
g T 41,469 33,394
- - 68,389 107,942
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OPF PTF

2023 2022 2023 2022
e ——{Rupees in thousand)

7.1 Provision for impairment for receivables
from takaful contract holders

Balance as at 01 January = z 4,081 1,843

Addition made during the year - - 1,018 2,138

Balance as at 31 December & 5 5,009 4,081

7.2 Provigion for impairment of due from other

takaful | retakaful operator

Balance as at 01 January 7 5 12,525 1,308

(Reversal) / addifion made during the year B = {1,018) 11,217
- - 11,507 12,525

Balance as at 31 December

7.3 The Company has co-takaful and retakaful armangements with various insurance and domestic retakaful operators.
Under the above ammangements, the receivable and payable balances originate mainly due fo contributions underwritten
or claims settled by the lead insurer on behalf of other cotakaful, and in case of retakaful, the contribution ceded to
and claims recoverable from the retakaful operator under the respective contracis. As per the prevailing industry
praclicez, settlements of balances under codakaful and retakaful amangements are done between respective
insurance companies in nomal course of business.

The Company believes thal the current balances of co-takaful and retakaful reflected in the records of the Company are
based on underlying contracts and transactions supported by appropriate evidence.

In thiz regard, the Company exchanged balance information with various co-takaful based on significance of the
balances and the reinsurers. This information comoborates the balance position of the Company in all material

respects.
OPF PTF
Note 2023 2022 2023 2022
g RECEIVABLE FROM PTF ———{Rupees in thousand}—————
Wakala fee 111,477 80, 584 - -
Modaraba fee 4,749 2 956 - -
116,226 92 570 - -
9 CASH AND BANK
Cash in hand 59 173 - -
Cash at bank;
Savings accounts 9.1 139,243 271,607 36,632 302,639
139,302 271,780 35,632 302,639

9.1 The rate of profit on profit and loss sharing accounts from bank range from  11.70% fo 18.50% (2022 2.60% to
15.25% ) per annum depending upon the size of average deposits.

9.2 Cash at bank deposits include Re. 13030 million (2022: R=s. 3.32 million) held with Bank Alfalah Limited (a
related party).
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10 STATUTORY RESERVES

Amount of Rs. 30 million is deposited as siatulory reserves to comply with provisions of para 4 of Circular Mo, & of
2014 read with Rule 11{1¥c} of Takaful Rules, 2012 issued by SECP.

OPF PTF
Note 2023 2022 2023 2022

11 OTHER CREDITORS AND ACCRUALS —————————{Rupees in thousand}————
Federal excise duty - - 4,268 1.037
Federal insurance fes - - 340 382

Payable to Alfalah Insurance Company Limited 114 200,632 147 G549 402 -

Payable to PTF 192 4081 - -
Taxes payable 27T 245 1,103 6,864

Agency commission payable 10,372 15,355 - -
Accrued expenses 11.2 3,014 2,699 1,057 1,240
Others 11.3 139 244 2,559 3,752
214,626 166,176 9,729 13,275

11.1  This represents payable in respect of common expenses incurred by Alfalah Insurance Company Limited on
behalf of the Operator.

OPF PTF
2023 2022 2023 2022

11.2  Accrued expenses - —|Rupeesin thousand}——m 7
Tracker expense payable - - 1.067 1,240

Bonus payable 80 923 - -

Audit fee payable 890 531 - -

Sundry expenses payable 2,044 64 - -

Leave encashment payable - 37e - -
3,014 2,699 1,057 1,240

11.3  Unclaimed insurance benefits

Others include unclaimed insurance benefits of As. 1.36 million (2022: R=. 1.98 millien), aging of which is given
below:

OPF PTF
2023 2022 2023 2022

——{Rupeesin thousand)}——n—-———

Claims not encashed

1 to 6 months - - - 5
7 1o 12 months - - 481 366
13 to 24 months 7 - 182 383
25 to 36 months 7 = 254 335
beyond 36 months = = 441 873

- - 1,358 1,962

12 CONTINGEMCIES AND COMMITMENT 3

There are no contingencies and commitments as at 31 December 2023 (2022 NMil).
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2023 2022

{Rupees in thousand)

13 NET CONTRIBUTIONS REVENUE

Written Gross Confribution 676,408 589 457
Less: Wakala Fee (197,365) (174.835)
Confribution Net of Wakala Fee 479,043 414 622
Add: Uneamed contribution reserne opening 208,773 191, 472
Less: Uneamed contribution resene closing (209,823} (208,773
Contribution earned 477,993 387 321
Re-takaful ceded 138,160 || 114,434
Add: Prepaid retakaful contribution opening 24 168 29 442
Less: Prepaid retakaful contribution closing (34,065) (24,168}
Retakaful expenss 128,263 119,708
Net Contribution 349,730 277613

14 RETAKAFUL REBATE EARNED

Rebate on retakaful received 21,461 17.415
Add: Rebate on retakaful opening 2,849 4 130
Less: Rebate on retakaful closing {4,234) (2,549

20,076 15,696

15 NET CLAIMS - REPORTED / SETTLED

Benefita | Claims paid 366,941 295302
Add: Ouistanding benefiis / claims including IBMNE. closing 184,664 196,776
Less: Ouistanding benefits / claims incleding IEMR opening {196,776) (129 185)
Claims expense 354,529 362,893
Retakaful and other recoveries received 33,347 3211

Add: Retakaful and other recoveries in respect of
outsianding claims closing 49,015 64 424

Less: Retakaful and other recoveries in respect of

outztanding claims opening (64, 424) (15.704)
Re-takaful and other recoveries revenue 17,933 a0.831
Met Claims Expense 336,891 252.062
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151 Claim development

The following table shows the development of fire, marine and others including miscellaneous claims over a
period of time. The disclosure goes back to the pericd when the earliest material claim arose for which there
iz still unceriainty about the amount and timing of the claims paymenis. For other classes of business the
uncertainty about the amount and fimings of claims payment is uswally rezolved within a year. Further, claims
with significant uncerainties are not outstanding as at 31 December 2023.

2049 and Accident year
earlier 2020 201 2022 2023 Total
{Rupees in thousand)

Estimate of ultimate claims cost
At the end of accident year

with IBNR 1,993 80,333 16,096 90,425 50,513 239,265
One year later (672) 54215 11,844 63,201 2 128,588
r
Two years later {956) 52335 11,739 2 2 63,118
Three years later {1,876) £ 483 A 3 = 50,607
Four years |ater {1,876} 2 = 5 = {1,876)
Five years and beyond 34,351 - - - - 34,351
Curment estimate of cumulative claims 32 475 52 483 11,739 63,201 50,513 210,411
Cumulative payments to date (26,051) _ (51.602)  (13,230) _ (50.931)  (13.654) (157,468)
Liability recognized in the
statement OF financial position 4,424 881 {1,491} 12,270 36,859 52,043
2023 2022
16 OTHER DIRECT EXPENSES {Rupees in thousand)
Eank charges 8 9
Tracker expenses 2,969 5,920
2,977 5.979
OPF PTF
2023 2022 2023 2022
17 INVESTMENT INCOME -———————{Rupees in thousand}—-m—
Profit on Musharakah Cedificate 3,374 11.570 21,095 22 116
Income on Sukuk Bonds T = 1,273 -
Unrealised gain on Mutual Funds 459 - 499 -
Dividend income 41,733 15,317 22,535 13,187

46,383 26887 45,402 35,305

18 OTHER INCOME

Retum on bank balances 27,491 13,541 46,648 17,066
Liabilities written back - - 432 -
27,491 13.541 47,080 17,066

19  WAKALA FEE

2023 2022
{Rupees in thousand)

Gross wakala fee 196,625 181,511
Add : Defered wakala fee opening 71,325 64,649
Less ; Deferred wakala fee closing [70,585) ({71.325)
Wakala expense 197,365 174335

19,4 Wakala fee has been charged by OPF to PTF for managing the general takaful operations. Rates of Wakala
fee for each class of business have been dizclosed in note 4.1.13 1o these financial statements.
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ALFALAH INSURANCE

COMMISSION EXPENSE

Commizsion paid or payable
Add : Deferred commission opening
Less ; Deferred commission closing

Mote

2023

2022

GENERAL ADMINISTRATIVE AND MANAGEMENT EXPENSES

Employee benefit cost

Travelling expenses

Advertisement and sales promotion
Printing and siaticnery
Depreciation of operating assets
Depreciation of nght-of-use asset
Amortization of intangibles

Fent, rates and taxes

Electricity, gas and waler

Vehicle running expenses

Office repairs and maintenance
Provision for doubiful contributions (net of wakala fee)
Postages, telegrams and felephone
Annual supenision fee

Training and development

Shanah advizory fee

Miscellansous

211  Employee benefit cost
Salaries allowances and other benefits
Charges for post employment benefits
21.2

21.1

Operator of Rs. 30.90 million {2022; Rs. 36.46 million) under various heads.

Direct Expenses

Insurance expenses

Legal and professional fee
Auditor's remuneration
Mizscellaneous

221 Auditor's remuneration

Annual Audit Fee

Half year review

Shariah's Compliance report
Statutory returns

Sales tax

QOut of pocket

22.2 Direct expenses include reverse charge from

Rs 2 97 million) under various heads.

AMMNUAL REFORT 2023

Note

{Rupees in thousand)

25,000 27,067
10,478 11,945
(9,141}  (10.478)
26,337 25,534
28,981 21,54
2,380 1.856
296 48T
1,970 2 147
2,636 1.387
3,193 2 776
505 297
289 402
2,244 1.985
5774 3,710
4,964 4. 481
= 4 981
1,715 1,414
1,682 043
&7 77
1,672 2,113
3,344 2,036
61,632 52 775
27,297 20,350
1,684 1,181
256,981 21,54

2023

General adminisirative and management expenses include reverse charge from comventional business to the

2022

22.1

{Rupees in thousand)

973 797
1,228 1,873
7 510
357 302
3,329 3,482
274 178
163 107
163 107
88 58
34 22
49 38
771 510

conventional business of the Operator of Rs. 2.56 million (2022:
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2023 2022

23 REMUNERATION OF HEAD OF WINDOW TAKAFUL OPERATIONS (Rupeesin thousand})
Managerial remuneration 1,408 1153
Leawe fare assistance 58 28
Bonus paid 346 235
Charge for defined benefit plan - 55
Contribution to defined contribution plam 70 55
Vehicle allowance Ky 624
1,913 2,152

———— (Number)
1 1

24 TRANSACTIONS WITH RELATED PARTIES

Related parties comprise of direclors, key managemeni personnel, associated companies, entities with common
directors and employee retirement benefit funds. The Operator, in normal course of business, camies out transactions
with various related parties. Amounts due from and to related parfies are shown under receivables and payables and
remuneration of head of Window Takaful Operations is disclosed in note 7 and note 23, respectively. Contributions
and accruals in respect of staff refirement benefitz and ofther benefit plans are made in accordance with the actuarial
valuations / terms of the contribution plan.

OPF PTF
2023 2022 2023 2022
- ————{Rupees in thousand)}-———————

Other transactions with related parlies are summarized as follows:

i) Aszszociated undertakings and other related parties

Contribution written = - 179,605 140 824
Contribution received £ 2 215,200 141,812
Dividend received 7,746 4134 5,583 3,322
Claims paid £ = 115,405 92 544
Profit on bank deposits 636 &59 6,861 1.847
Expense charged in respect of retirement benefit plans 1,379 1.075 - -

Investment Purchased 150,750 35000 175875 25.000

Key management pergsonnel
Premium written - - 44 -
ii) Year end balances

Associated undertakings and other related parties

Contribution receivable from related parties - - 11,237 26,695
Provision for cutstanding claims - - 32,033 22,580
Key management personnel

Contribution receivable from KMP= - Z 14 2

25  TAXATION

Current Tax:
Current year 78,676 47 034 27,093 12,962
Prior years 10,091 3.014 2,357 07

88,767 50,045 29,450 13,469
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26 SEGMENT REPORTING - OPF

Each class of business has been identified as reportable segment. The following is a schedule of class of business wise
assels, liabilities, revenue and results have been disclosed in accordance with the requirements of the Insurance
Ordinance, 2000, the Insurance Rules, 2017, Insurance Accounting Regulations, 2017, Takaful Rules, 2012 and General
Takaful Accounting Regulations 2019:

Wakala fee
Commission expense
Management expenses

Investment income - net

Modarib's share of PTF
investment income

Other income

Direct expenses

Finance Cost

Profit before tax

Segment azsels
Unallocated assels

Segment liabilities
Unallocated hiabilities

Wakala fee
Commission expense
Management expenses

Investment income - net

Modarib's share of PTF
investment income

Other income

Direct expenses

Finance Cost

Profit before tax

Segment assels
Unallocated assets

Segment liabilities
Unallocated liabilities
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31 December 2023

Fire and Manne,
Aviation Accident & Miscellaneou
E::E:n: and Mator Health g Total
g Transport
{Rupees in thousand)
12,403 7.973 137,059 24 821 15,109 197,365
(5.322) (4.669) (16,632) {100) 386 (26,337)
4.531) (2 427 (34 563) (15,343) {4,763) (61,632}
2,550 882 85,859 9,373 10,732 109,396
46,383
23,012
27,491
(3,329}
{1,219)
201,734
17,687 4,255 62,347 38,282 2,896 125,367
115
690,482
7,445 283 63,030 1,118 1,619 73,495
219,256
232,751
31 December 2022
Fire and Marine, Accident &
Property Aviation and Motor ini Miscellaneous Total
Health
Damage Transpor
{Rupees in thousand)
12147 6,473 127.600 14619 13,996 174,835
(4.729) (3.805) (20,560) (33) 593 (28,534)
(3099} {1,933} {34 356) (5_829) {4 058) (52 775)
4319 T35 72,184 5,757 10,531 93,526
26,887
13,093
13,541
(3,482}
{1,037}
142 525
12,160 3,988 76,635 7821 1,165 101,402
423,098
524 500
3,531 128 66,315 672 1,054 72,150
167,586
239,736
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27 SEGMENT REPORTING - PTF
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Each class of business has been identified as reportable segment. The following is a schedule of class of business wise
azsels, liabilities, revenue and resulis have been disclosed in accordance with the requirements of the Insurance
Ordinance, 2000, the Insurance Rules, 2017, Insurance Accounting Regulafions, 2017, Takaful Rules, 2012 and General

Takaful Accounting Regulations, 2019:

¥ December 2023

e :.::1;]:;1 AeEiient Miscellaneou
Property Sy Motor and Total
Damage Tisnaport Health
{Rupees in thousand)
Contribution receivable {inclusive of Federal
Excize Duty., Federal Insurance Fee and
Administrative Surcharge)
57,634 29 747 441 497 171,162 60,778 760,318
| 3
Federal Excise Duty (7,403) {2,900y (98,327) (1,034) {7,981) (77,645)
Federal Insurance Fee {500} {266) {3, 792) {1,654} (323} {6, 765)
Gross Writhen Contribution (inclusive of
Administrative Surcharge) 45,731 26,581 379,378 165,444 52,274 676,408
Gross Direct Contribution 49731 26,581 379,194 168, 444 52 274 676,224
Facultative inward contribution - - 184 - - 184
45,73 26,581 379,378 168,444 52,274 676,408
Wakala fees (12,403) (7,973 (137,059) (24,8621) {15,109)  (197,365)
Contribution eamed 41 346 26,575 391,595 165,472 50 367 675,358
Contribution ceded to retakaful {39,231} {20,399y  (25,539) - {43 094) [128,263)
Met takaful contribution {10,238) {1,794} 228,997 140,651 {7,836} 349,730
Met rebate on re-takaful 6,641 4 633 234 - &, 265 20,076
Net underwriting income {3,647) 2,839 229,231 140,651 732 369,306
Takaful claims (6,7593) (2,811) {139.809}" (138,227) (14.229))| (354,829)
Takaful claims recovered from retakaful 3,990 4 954 (3,465) - 10,458 17,938
Met claims {763) (857 (193.274) (138,227) {3.770)  (336,891)
Contribution deficiency reversal - - - - - -
Other direct expenses {1} - (2,973) (1) [2) (2,977)
(Deficit)/ Surplus before investmentincom  (4,414) 1,982 32,984 2,423 {3,040) 20,938
Investment income 45,402
Other income 47,080
Less: Modarib's share of imestment income (23,012)
(Pronvision) / Reversal for doubiful
coniributions (net of wakala fee) -
Profit before tax 9!9-|4UB
Segment assels 69,726 15,094 123,854 6,291 24 727 239,692
Unallocated assets b3, 828
823,520
Segmenl liabilities 89 588 26,277 393,337 69,044 47 832 626,078
Unallocated hiabilities 19,075
645,153
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31 December 2022

. Marine,
Fread it Accident
E;ur::rli e Motor 5 Health Miscellanecus Total
g Transport
{Rupees in thousand}
Contribution receivable (inclusive of Federal
Excize Duty, Federal Insurance Fee and
Administrative Surcharge)
40,285 24317 452,745 99,602 52,724 669,673
Federal Excize Duty (5.321) (2.525) (59.539) - (6,942) (74,327)
Federal Insurance Fee (345) (215} {3,889 (986) (434) (5,589
Gross Wiitten Coniribution {inclusive of
Administrative Surcharge) 34,619 21,577 3BT 93,616 45,325 559457
Gross Direct Contribution 34,284 21,509 388,761 98,616 45325 5588 495
Facultative imnward contribution 335 68 596 - - 939
34.619 21,577 389317 98,616 45,328 589457
Wakala fees {12,147} (6,473} (127600} (14,619} (13,996) (174,335}
Contribution eamed 40,439 21,577 365,976 a7.461 45,653 572,156
Contribution ceded to retakaful (36, 381) {18.383) (23.517) - (41, 427y  (119.708)
Met takaful contribution (8.039) (3.279) 214,859 G2 542 8,770y 277613
Met rebate on re-takaful 6,806 4. 085 286 - 7,519 15 696
Met undenwriting income (1,233} &06 215,145 &2, 642 (1,251) 296,309
Takaful claims (48, 917) (20.644)|| (1858.626) (90.354) (13,822)|| (362.893)
Takaful claims recovered from retakaful 47 677 15 564 3,625 - 10, 965 80,831
Het claims (1.240) (2.080) (185.001) (90.584) (2.837) (282,062)
Charge of contribution deficiency reserve - - - - - -
Other direct expenses (1) - (3,926} {1} 2y (5,929}
(Deficit ySurplus before imestment income (2.474) (1.274) 24218 (8.043) {4.110) 5318
Investment income 35,305
Other income 17,066
Less: Modarib's share of investment income (13.093)
{Provision) f Reversal for doubtful
confributions (net of wakala fee) 8,373
Profit before tax 39,223
Segment assets 77,085 14,105 145 064 21,347 20,615 281,216
Unaliocated assets 420 501
701,717
——
Segment liabilities 95,615 11,912 388,827 27,657 33,553 557564
Unallocated liabilities 35744

393,308
—r———r—m
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25 RISK MANAGEMENT

137

The primary objective of the Operator's nsk and financial management rameweork is to protect the Operator's shareholder
from the events that hinder the sustainable achievement of financial performance objectives, including failing to exploit
opportunities. Key management recognizes the crtical impordance of having efficient and effective rsk management
system in place.

The Board of Directors meets regulary to approve any commercial, regulatory and organizational decisions. The Chief
Executive Officer under the authority delegated from the Board of Directors defines the Operators rsk and its
interpretation, Imit structure to ensure the appropriate guality and diversification of asseis, aligns undenwriting and
retakaful strategy to the corporate goals, and specifies reporfing reqguirements.

The nisks faced by the Operator and the way these nisks are mitigated by management are summarized below:

a) Financial rizk, categorized into;

- Credit risk - note 28.1.1

- Liquidity risk -note 23.1.2

- Market risk -note 26.1.3
b} Capital adequacy risk - note 28.2
c) Takaful risk - nole 26.3

28.1 Financial rigk

The Operator's aclivities exposze it to a varety of financial risks: credit risk, liguidity risk and market risk
{including interest / mark-up rate risk and price risk).

The Operators principal financial nsk instruments are financial investments, receivables arizing from takaful and
refakaful contracts, statutory deposils and cash and cash equivalents. The Operator does not enter into any
derivative transactions.

The Operator's financial risk focuses on the unpredictability of financial markets and seeks to minimize potential
adverse eflecits on the financial perfiormance. Financial risks afsing from the Operators financial assets and
ligbilities are limited. The Cperator consistently manages ifs exposure to financial nsk without any material
change from previous pericd in the manner described in notes below.

28.1.1  Creditrisk

Credif risk is the risk that arises with the possibility that one parly to a financial instrument will fail to discharge
itz obligation and cause the other party to incur a financial loss. The Operator afttempts to control credit risk by
monitoring the following:

a) Credit worthiness of counter party;
b) Sector wize concentration of counter party; and

c) Aging analysis of counter party.

The camying amount of financial assels which represents the maximum credif exposure, as specified below:

2023 2022
Financial assefs {Rupees in thousand)
Bank balances - note 22.1.1.1 175,875 574 246
Takaful / retakaful receivables -note 28.1.1.3 68,889 107,942
Retakaful recoveries against outstanding claims -note 282 1.1.3 49,015 64, 424

293,779 746,612
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28.1.1.1 The credit quality of Operafors bank balances can be assessed with reference to extemal credit ratings as

follows:
Rating Rating
Shortterm  Long-term Agency 2023 2022
{Rupees in thousand)

Bank Alfalah Limited Al+ AA+ PACRA 130,303 3,616
Askari Bank Limited Al+ Al+ PACRA 622 5304
Standard Chartered Bank Al+ ALK PACRA - 263
Meezan Bank Limiled Al+ AAA VIS 12,334 3,461
Dubai Islamic Bank Al+ AA VIS 32,116 561,502

175,875 574 245

28.1.1.2 The management monitors exposure fo credit risk in contribution receivable arising from takaful and retakaful
contracts, through regular review of credit exposure and prudent estimates of provision for doubtful receivables.

Sector wise analysis of contributions due from policy holders is as follows:

Financial institutions
Manufacturing

Personal Goods

Health & Pharmaceutical
Textile & Composite

Others including miscellaneous

Provision for impairment of receivables from takaful contract holders

2023

2022

{Rupees in thousand)

18,528 59,701
2,605 1.400
& 379
375 159
1,848 2,004
9,200 11,986
(5,099) (4,081)
27,420 74,548

The Operator monitors exposure to credit risk in contribution due from policy holders and amount due from co-
takaful operators and re-takaful operators through regular review of credit expogure. The amount due from co-
takaful operators/companies and re-takaful ocperators/companies represents low credit risk as they have strong

credit ratings and have sound financial stability.

The aging analysis of contributions due from policy holders can be assessed with the following:

2023 2022
Relgoed Others tsing Others Total
parties Total parties
{Rupees in thousand}
Up to 1 year 11,237 15,939 27,176 26,695 o0, 527 77,225
1-2 years - 4,434 4,434 - a02 202
2-3 years - 399 399 - 271 271
Over 3 years - 510 510 - 231 231
11,237 21,282 32,519 26 695 51,921 78,629
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28.1.1.3 The credit quality of amount due from other fakaful / retakaful and retakaful recoveres against outstanding
claims can be assessed with reference to extemal ratings as follows:

Amount o o kaful
MHAE fNo recoveries
Takaful |
against Total
Othe outstanding
retakaful B
claims
Operators

———————{Rupees in thousand}————————
Asat 31 December 2023

BB+ or above 68,889 49,015 117,904

EBE and EBB+

68,869 49,015 117,904
As at 31 December 2022
BB+ or above 107,942 64,424 172,366
EBE and EBE+
107 942 64,424 172 366

The credit sk of refakaful recoveries against outsianding claims can be assessed with the following aging
analysis, estimaled in a manner consistent with the provizion for outstanding claims, in accordance with the
retakaful contracts:

2023 2022
Retakaful
recoveries Outstanding Hetah:a_ful Qutsianding
_ i recoveries :
against Claims ey Claims
outstanding including m;an g including
claims (IBNR) nAng 1BNR)
claims

- {Rupeesin thougand}—m—H——

Up o 1 year 34,421 160,159 62,593 187 657
1-2 years 13,476 18,933 1,299 6637
2 to 3years 165 3,386 279 2,100
Owver 3 years 353 2,186 293 Fa2

49,015 184,664 64, 424 196,776

28.1.2 Liquidity risk

Liguidity risk is the risk that the Operator will not be able to meet its financial cbligations as they fall due. The
QOperator's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Operators reputation. The following are the contractual maturities
of financial liabilities based on the remaining period at the reporting date to maturity date.
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The table below summarises the maturity profile of the financial liabilities. The contractual maturities of these
liahilities at the year end have been determined on the basis of the remaining period at the reporting date fo the
contractual maturity date. Financial liabilities not having a contractual maturity are assumed to mature on the

expected date on which these ligbilities will be settled:

Re takaful / Co-takaful payables
Other creditors and accruals

Qutstanding claims including IBMR
Re takaful / Co-takaful payables
Other creditors and accruals

Re takaful / Co-takaful payables
Other creditors and accruals

Qutstanding claims including IBNR
Re takaful / Co-takaful payables
Other creditors and accruals

28.1.3  Market risk

2023 OPF

Carrying Contractual Maturity up
amount cash flows to one year

Maturity

after one

year

—————{Rupeesin thousand)—

7,540 7,540 7,540
214,626 214,626 214,626

222,166 222,166 222,166

2023 PTF

Carrying Contractual Matunty up
amount cash flows to one year

Maturity

after one

year

—————————{Rupeesin thousand)—

184,664 184,664 184,664
110,547 110,597 110,597
9,729 9,729 9,729

304,990 304,990 304,990

2022 OPF

Carrying Contractual Maturity up  Maturity after

amaourt cash flows o one year

one Yyear

———————Rupees in thousand}————

2235 2,235 2,235 3
166176 166,176 166,176 2
168,411 168,411 168,411 5

2022 PTF

Carrying Contractual  Maturity up Maturity after

amaount cash flows  to one year

ane Year

———————Rupees in thousand}————

196,776 196,776 196,776
56,654 56,654 56,654
13,275 13,275 13,275

266,705 266,705 266, 705

Market risk is the risk that the fair value or future cash fiows of a inancial instrument will fuctuate as a result of
change in market prices such as interest rates, foreign exchange rates and equity prices.

The Operator is exposed to market risk with respect to its bank balance deposits.

The Operator limits market risk by maintzining a8 diversified portfolio of money market and egquity market and by
continuous monitoring of developments in respective markets. The Operator has formulated a liguidity-risk based
imestment policy approved by the Board of Directors which contains various guidelines for investment of surplus
funds in money market and equity market.
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28.1.3.1 Interest rate risk

Interest rate risk is the risk that value of a financial inztrument or future cash fliows of a financial instrument will
fluctuate due to changes in the market interest rates. Floating rate instruments expose the Operator to cash
fiow interest risk, whereas fixed interest rate instrument exposes the Operator to fair value interest risk.

Sensitivity to inferest rate risk arises from mizmatching of financial assets and liabilities that mature or re-price
in a given period. The Operator manages these mismatches through nisk management sirategies where
significant changes in gap position can be adjusted.

At the date of statement of financial position, the interest rate profile of the Operators significant interest bearing
financial instrumenis was as follows:

2023
Carrying amounts Carrying amounts
PlEave Maturity up to one year Maturity after one year
Interest rate P y ye

OPF PTF OPF PTF
L4 _ {RFupeesin thousand}——o--

Financial assets

Bank balances 11.70% to 18.50% 130,243 36,632 - -
2022

Effective . Kt}arlﬂ'n.rlng ?muurﬂs . [farirrt*_n.rlng:1 amounts
Interest rate aturity up to one year aturity after one year

OPF PTF OPF PTF

% - {Rupees in thous and }————————
Financial assets

Bank balances 2.60% to 15.25% 271,607 302,639 - -
271,607 302, 639 - -

As on 31 December 2023, Operator had no financial instrument valued at fair value through profit and loss
account.

28.1.3.2 Price rigk

Price rizk is the risk that the fair value or future cash flows of inancial instrument will fluctuate becauze of
changes in market prices (other than those ansing from profit rate risk or cumency risk), whether those changes
are caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar
financial instruments fraded in the market.

28.1.3.3 Foreign Currency rizk

Foreign cumency risk is the risk that the fair value or fulure cash flows of financial instruments will fluctuate
because of changes in foreign exchange rates. The Operator, at present, is not materially exposed to currency
risk as majority of the transactions are camied out in Pak Rupees.

28.2 Capital adequacy rizk

The Operator's objective when managing capital is to safeguard the Operator's ability fo continue as a going
concemn 30 that # can comfinue to provide refums for shareholders and benefits for other stakeholders and to
maintain a strong capital base to support the sustained development in its businesses.

283 Takaful risk

The Operator's takaful activities are primarnly concemed with the pricing, acceptance and management of nsks
from ifs customers. In accepting risks the Operator is commiiting to the payment of claims and therefore these
rickz must be understood and controlled. Disciplined undenwnling, encompassing risk assessment, rnisk
management, pricing and exposure control is critical to the Operator's success. The Operator manages these
rizks through its underwniting strategy. adequate retakaful arrangements and proactive claims handling.
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The Operator is facing three kinds of risk in its takaful activities, namely;

- Contribution Risk - nole 28.3.1
- Claim Risk - nofe 28.3.2
- Retakaful Risk - note 28.3.3

28.31 Confribution Risk

The takaful strategy aims to ensure that the underwritten risks are well diversified in terms of type and amount of
rizk, industry and geography. Pricing is generally based upon risk quality, historcal claims frequencies, claims
averages, adjusted for inflation and imposition of deductibles. Risk inspection sureys are also conducied before
acceptance of larger risks. Underemiting limits and guidelines are in place to enforce appropriale risk selection
criteria. For example, the Operator does not offer health takaful to walk-in indiidual customers. Health takaful is
generally offered o corporate customers with a large population to be covered under the policy.

The Operator manages the takaful risk arzing from the geographical concentration of risk with the help of
various MIS repors generated from the IT system. For this purpose all critical takaful information including
address lookups and geocoding is punched into the IT system. For example, for catastrophic aggregates, the IT
syslem assigns precise geographic CRESTA (Catastrophe Risk Eweluating and Standardizing Target
Accumulations) codes with reference to the accumulation of sum insured in force at any particular location
against natural perils. For Marine risks, complete takaful details, besides sums insured and contributions, like
veszel identification. voyage input (sealairintand transit), sailing dates, origin and destination of the shipments,
per camy limits, elc. are fed into the IT system.

The Operator also monitors concentration of nsk by evaluating mulliple risks covered in the same geographical
location. For fire and properdy risk a parficular building and neighboring buildings, which could be affected by a
single claim incident, are considered as a single location. For earthquake risk, a complete cily is classified as a
gingle location. Similady. for marine risk. muliple risks covered in a single vessel voyage are considered as a
single rizk while assessing concentration of Ask.

The following table demonsirates the class wise concentration of isk on the basis of sum insured:

PTF

Gross sum insured Net sum insured

2023 2022 2023 2022
Fire 0% 33% 59 11%
Marine 1R, 32% 0%, 16%
Motor 239 18% 58% 57%
Accident and Health 6% 3% 15%, 11%
Others including misceilaneous 5% 14% 29 5%
100% 100% 100% 100%

The following table demonsirates the class wise concentration of isk on the basis of contribution :

Gross contribution written Net contribution written

2023 2022 2023 2022
Firz 7% 6% 1% 1%
Marine 4% 4% 1% 1%
Motor 56% 65% BE% T6%
Accident and Health 255 17% M% 21%
Others including miscellaneous 8% 8% 1% 1%
100%: 100% 100% 100%
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28.3.2 Claim risk

One of the purposes of takaiul is to enable policyholders fo protect themselwes against uncertain future events.
Takaful companies accepl the transfer of uncerainty from policyholders and seek to add value through the
aggregation and management of these risks. The uncertainty inherent in takaful is inevitably reflected in the
financial statements of takaful companies and can be characlerized under a number of specific headings, such

* Uncertainty as to whether an event has occurred which would give rise to an insured loss.

* Uncertainty as to the extent of policy coverage and limits applicable.

* Uncertainty as to the amount of insured loss suffered by a policyholder as a result of the event occuming.
* Uncertainty over the timing of a seitlement to a policyholder for a loss suffered.

Thersfore the objective of the Operator is to ensure that sufficient reserves are available to cowver these
uncerfainties and in case of any change in estimation due to further development on uncertainty or change on
assumptions, Operator accounts for that change immediately.

Claims provizions are determined based upon previous claims experience, the knowledge of evenlz and the
terms and condifions of the relevant policies and on interprefation of circumstances. Pardiculardy relevant is
experience with similar cases and histoncal claims payment trends. it should be emphasized that comoborative
evidence oblained from as wide a range of sources as possible also contribute to form the owverall estimate.
Lamge claims impacting each relevant business class are generally assessed separately, being measured at the
face value of the suneyor's eslimates.

Operator has reasonably accounted for claims that havwe occurred by the end of the repording period but remain
unsettled and for those that may have occumed but have not yel been nofified o the operator and those that are
not yel apparent to the insured. The Operators policy for accounting of its claims has been disclosed in note
4.1.11 of these financial statements.

Sensitivity analysis

The nsks assoccialed with the takaful contracts are complex and subject to a number of variables which
complicate quantitative sensitivity analysis. The Operator makes various assumptions and fechnigues based on
past claims development experience. This includes indications such as average claims cost, ultimate claims
numbers and expecied loss ratios. The Operator considers that the liability for takaful claims recognized in the
balance sheet is adequate. However, actual experience will differ from the expected oufcome.

Ag the Operator enters into short term takaful contracis, it does nol assume any significant impact of changes
in market conditions on unexpired rizsks. However, some results of sensitiity testing are set out below, showing
the impact on profit before tax net of retakaful.

PTF
Underwriting result Participants' surplus
2023 2022 T 2023 2022
————{Rupees in thousand}———————

Fire 763 1,240 8 12
Marine 857 2,080 9 21
Motor 193,274 185,001 1,933 1.830
Accident and Health 138,227 00,554 1,382 909
Cthers including Miscellaneous 3,770 2857 38 29

336,591 262 062 3,370 2.821

28.3.3 Retakaful risk

The Operator purchases retakaful as part of its rsks mitigation program. Reiakaful ceded is placed on both
proportional and non-proportional basis. The majority of proporional retakaful is guota share reinsurance which
is taken out to reduce the overall exposure of the Operator to cerain clazses of business. Mon-proportional
reinsurance iz primarly excess of lozs reinsurance designed to mitigate the Operalors net exposure to
catastrophe losses. Retention limits for the excess of loss relakaful vary by product line. The Operator also
aranges the local and foreign facultative retakaful as part of ifs risk management strategy.

Although the Cperator has retakaful amangements. it is not relieved of its direct obligations to its policyholders
and thus a credit exposure exisis with respecl to ceded takaful, to the extent that any retakaful iz unable to
meei itz obligations assumed under such retakaful agreements. The Operator's placement of refakaful is
diversified such that it is neither dependent on a single retakaful nor are the operations of the Operator
substantially dependent upon any single retakaful contract. Operator's sfrategy is to seek retakaful with the best
combination of financial strength, price and capacity. In compliance of the regulatory reguirement, the retakaful
agreements are duly submitted with SECP on an annual basis.
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30  NUMBER OF FULL TIME EMPLOYEES

The number of employees of the Operations are as follows: 2023 2022
Average number of employees during the year 2 y)
As at 31 December 1 y)

31  DATE OF AUTHORIZATION FOR ISSUE

1 Feb 2024
These financial statements were authorized for issue by the Board of Directors of the Operator on ;

J2  CORRESPONDING FIGURES

Cormresponding figures have been re-amanged wherever necessary to reflect more appropriate presentation of events
and transactions for the purpose of comparison. However, no significant re-amangements have been made.

Direcior Dhrecior Chief Bz = IcEr
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Bl NOTICE OF 18+ ANNUAL GENERAL MEETING

MNotice 15 hereby given thot 18th Annual General Meeting of the Shareholders of Alfalah
Insurance Company Limited (the “Company”) will be held on Tuesday, April 30, 2024 ot 17:00
a.m. at the registered office of the Company located at 5 — Saint Mary Park, Gulberg Ill, Lahore
to transact the following business:

Ordinary Business

1. To confirm the minutes of the 16th Annual General Meeting held on Apnl 20, 2023.

2. To receive, consider and adopt the financial statements of Conventional business and
Window takaful operations for the year ended December 31, 2023 along with the Director’s
and Auditor’'s report thereon, Sharioh Advisor’s Report and Auditor’s assurance report on

Compliance with Shariah rules and principles.

3. To declare and approve, as recommended by the Directors, the payment of the final cash
dividend of Rs.3 per share i.e, 30% for the year ended December 31, 2023.

4. To appoint Statutory and Shariah Compliance Auditors of the Company for the year ending
December 31, 2024 and to fix their remuneration.

M/s A.F Ferguson & Company, Chartered Accountants, CA member firm of PWC, being eligible
for appointment, have shown their willingness to act as external auditors of the Company for
the year ending December 31, 2024. The Audit Committee and Board of directors in their
respective meetings have suggested and recommended their appointment as external and
Shariah Compliance Auditors of the Company for the year ending December 31, 2024.

5. To transact any other business with the permission of the Chair.

By order of the Board
Date: April 8, 2024 Adnan Woheed

Lahore Company Secretary
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Bl NOTES

1)

2)

3)

4)

5)

6)

7)

8)

?)

The Share Transfer Books of the Company will be closed from Aprnil 24, 2024 to April 30,
2024, both days inclusive.

A member entitled to attend ond vote at the Annual General Meeting 1s entitled to appoint
another person as a proxy to attend and vote instead of him/her.

Every proxy shall be appointed in writing under the hand of the appointer or by an agent
duly authorized under a Power of Altarney or if such appointer 1s a company or corporation
under the Common Seal of the company or corporation or the hand of its Attorney who
may be the appointer.

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

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 Meaeting.

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

The proxy shall produce his/her onginal CNIC or original passport at the hime of the
Meeting.

shareholders are requested to nohtify change in their address, if any, to the Company

Secretary.

SECP vide 5SRO 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 nohify
immediately any change in email address in writing to the Company Secretary.
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FORM OF PROXY

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

“I'e 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 , 2024 at 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 2024

SHIBMUIPR: i v covis sy s s s e o
IR ccimcmii o v v i s s i

Holder of ........ccocecar.n,. Ordinary Shares

WITNESSES:

1. Signature :
Name i
Address F R e
CHIC/PP No b Cinsmsasmsksashshsaskshsaanahaaanshis

2. Signature :
MName O~ =i i ke Atk P
Address b R T
CHIC/PP Mo ;
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Alfalah Insurance Network

Head Office:

5-Saint Mary Park, Gulberg Ill, Lahore.
UAN: 1M-78Be-234

Fax: +92-42-357743259-30

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

Lahore Main Branch:

5-5aint Mary Park, Gulberg lll, Lahore,
UaM: 1M1-786-234

Fax: +92-42-35774329-30

E-mail: afilul@alfalahinsurance.com
Web: www alfalahinsurance.com

Lahore City Branch:

5-Saint Mary Park, Gulberg lll, Lahore,
UAN: 11-786-234

Fax: #92-42-Z5774329-30

E-mail: afi.lulialfalahinsurance.com
Web: www.alfalahinsurance.com

Faisalabad Office:
2nd Floor, Meezan Executive Tower,

Liagat Road, Opp. Police Lines, Faisalabad.

Tal: +92-41-1M-786-234, +92-41-2606131-3
Fax: +92-41-2646969
E-mail: afi.fbd@alfalahinsurance.com

Islamabad Office:

2nd Floor, Bank Alfalah Building,
Markaz I-8, Islamabad.

Tel: +92-51-4864695-98

Fax: #92-51-4B62596

E-mail: afi.imbi@alfalahinsurance.com

Peshawar Office:

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

Tel: +92-91-111-786-234, +92-81-5253901-3
Fax: +92-91-5253264

E-mail: afi.pwri@alfalahinsurance.com

Multan Office:

10-A, 2nd Floor, Tehsil Chowk, Bosan Road,
Multan.

FPhone # OB1-6211446-8

Fax # 061-0211449

E-mail: afi.muli@alfalahinsurance.com

nd

Gujranwala Office:

1st Floor, Al-Hameed Ceantre, Opp Govt.
Igbal High School, G.T. Road, Gujranwala.
Tel: +92-55-2820863-5

Fax: +92-55-3820867

E-mail; afi.gujalfalahinsurance.com

Sialkot Office:

1st Floor, City Tower,

Shahab Pura Road, Sialkot.

Tel: +92-52-3240807

Fax: +92-52-3240908

E-rnail; afi.skticcalfalahinsurance.com

South Zone

Karachi Office:

15t Floor, Finlay House,

Il. Chundrigar Road, Karachi.

Tel; +22-21-M-786-234, 32463839-42
Fax: +92-21-22463361

E-mail: afi.khimalfalahinsurance.com

Karachi Unit-1 Office:

1st Floor, Finlay House,

Il. Chundrigar Road, Karachi.

Tel: +92-21-111-786-234, 32463839-42
Fax: +92-21-32463361

E-msail; afi.kulaalfalahinsurance.com

Hyderabad Office:

House Mo, 49, 2nd Floor,

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

Fax: +92-22-27B0656

E-rmail: afi.hywdiwalfalahinsurance.com

A - X+

FOTOR EMGINEERING FIRE CARGO

TRAVEL EMERGY HEALTH | AGRICULTURE
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Alfalah Insurance

042-111-234-222

afi@alfalahinsurance
www.alfalahinsurance.com
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