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The Majestic
Pakistan ¥

The mesmerizing landscapes and valleys of Pakistan will
make you fall in love with this beautiful country. These
breathtaking spots has enthralling characteristics that can
heal your mind and body to the utmost level of peace and
love towards this splendid nature. There was time when
access to these beautiful places considered playing with
your lives but things have changed in the last two decades
and the credit goes to Shahrah e Karakoram, a 1300 km long
highway providing easy access to the scenic spots of
MNortherm Pakistan.

Alfalah Insurance Company is always trying to highlight the
positive aspects of Pakistan by bringing something
enchanting for the public. In previous years we have brought
forward the historic gates of Lahore, our beautiful cities and
few other informative pieces. This year our theme for Annual
Report 2016 is the majestic Pakistan.

While conducting our preparation for this theme we came
across hundreds of beautiful places that are worth visiting
at least once in a life time. Due to the limited space we
cannot accommodate every tourist spot but the motive of
providing awareness will be served by showing what we
have selected for our people. We hope you will like what we
are bringing in this Annual Report.




VISION

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

MISSION

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




ALFALAH INSURANCE COMPANY LIMITED

His Highness Sheikh Nahayan Mabarak Al Nahayan
Chairman Abu Dhabi Group
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Passu Cones:

Passu cones also known as Passu Cathedral
is a beautiful and magnificent mountain
located in a village of Passu at Karakoram
Highway. Passu is famous for its golden
peaks and the most photographed peaks of
the region. It is also home to the world's fifth
largest Glacier of Passu and Batura outside
the polar region. On the main Karakorum
highway around 150 km before Gilgit-
Baltistan you can enjoy the view of these
cone shaped mountain dipped in yellow
sunlight




ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

The directors of Alfalah Insurance Company Limited are pleased to submit the 11th Annual Report of your company,
together with audited financial statements for the year ended December31, 2016.

Insurance Sector Review and Future Outlook

The non-life insurance market of Pakistan has underwritten a total of PKR 52.38Bn worth of premiums as at 30th
September 2016. A growth of approximately 4.4% has been observed with premium underwritten increasing from PKR
50.17Bn as at September 2015 to PKR 50.38Bn in 2016. The growth has primarily come from new power projects which
include thermal and wind power projects. This growth was little lower than last period because of shifting of some
business to Window Takaful Operations. During the year, The Government has changed the taxation structure of insurance
companies and has introduced one basket approach whereby income from all sources has been subject to 31% taxation.
This has seriously impacted the bottom line of insurance companies because investment income of insurance companies
was subject to 3 1% taxation which previously was inrange of 15% to 31%.

The growth of insurance industry is directly linked with the growth of economy. The insurance sector is set to grow because
the economy is picking up due to achievement of certain milestones during the year including the Launch of multibillion
dollar CPEC project, upgrade of Pakistan's sovereign rating to B from B-with a stable outlook’ by S®P and MSCI's decision
to reclassify Pakistan as an Emerging Market. These all economic indicators along with the huge potential of personal
lines/micro insurance coupled with government subsidized insurance schemes shall bode well for the insurance industry of
Pakiistan. The Securities and Exchange Commission of Pakistan (SECP) has also taken lots of initiatives to strengthen the
Insurance Regulatory Framework in Pakistan by bringing significant reforms with the objective of providing enabling
environment for market development and adopting international best practices.

ALFALAH INSURANCE PERFORMANCE

Year 2016 was a remarkable year for your Company in terms of topline growth. Company registered growth of 25% in its
premiurn written and underwriting results increased by 1%. Non-group business of the Company increased by 52%
registering group vs non-group ratio at 30:70 (LY: 43:57).

Increased premium written coupled with crystallization of unearned premium written of last year resulted in higher net
premium revenue i.e. 17% as compared to last year. Net claims expenses were increased by Rs. 63m i.e. 15%, however;
overall net loss ratio was decreased by 1% i.e. from 55% to 54% due to improvement in loss ratio of Fire class reported as
14% (LY-35%). In absolute terms, management and admin expenses were increased by 3%, however, overall expense ratio
improved to 20% (LY: 24%). Investment/other income was increased by Rs. 42m i.e. 55%. Company eamed underwriting
profit of Rs. 182m, 1% higher than last year, however, increase in investment income influences the bottom line and
company achieved profit before tax of Rs. 194m, 27% higher than last year.

SEGMENTS AT GLANCE

Fire Class contributed Rs. 436m to the total premium written, decrease of 1% in comparison to Last year. Improvement in
loss ratio from 39% of last year to 14% in current year owing to less than expected losses incurred along with reversals of
lastyear's made it a profitable class and underwriting profit was higher by Rs. 17m as compared to lastyear.

Marine Class contributed Rs. 127m to the total premium written. Loss ratio for the period was improved from 45% of LY to
21% which resulted in underwriting profit of Rs. 7m (LY: 0.6m).

Motor Class premium written was decreased by 6% and contributed Rs. 386m to the total premium written, Rs. 23m less
than last year. It was due to shift of Rs. 90m business of car ijarah business to Window Takaful Operations. Net premium
revenue was increased by Rs. 18m which coupled with improved loss ratio of 42% (LY: 41%) resulted in underwriting profit
of Rs. 100m, 25% higher than LY.
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ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

Health Class registered growth of 49% in terms of premiurm written by contributing Rs. 468m in comparison to Rs. 315m of
LY. Loss ratio was improved from 82% to 72% due to addition of personal accident product, otherwise medical insurance
loss ratio was increased from 82% to 87%. Increased loss ratio of medical insurance impacted the profitability of this class.

Miscellaneous Class registered highest growth of 85% in premium written by contributing Rs. 505m (LY-272m). High
allocation of expenses (owing to 85% increase in topline) and loss ratio of 36% (LY-10%) pushed this class in lesser
profitability zone and it ended up making UW profit of Rs. 39m (LP: 73m), lower by 46%.

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

Window Takaful Dperations (WTOD) was able to underwrite contribution of Rs. 98m. As expected, it achieved the
breakeven point in Shareholder's Fund (SHF) while a deficit of Rs. 13m was recorded in Participant’s Takaful Fund (FTF).
Deficit was mainly due to the reason that major portion of the contribution Wakala income was lying in unearned portion
while majority of the expenses were charged off during the year. SHF has given Qard-e-hasna of Rs. 20m to the FTF to meet
its deficit for the year.

EARNING PER SHARE

During the year after tax eamings per share was Rs. 2.59 (2015: Rs. 2.30). Detailed working has been reported in Note 27 to
the financial statements.

AUDITORS

The present auditors Mfs EY Ford Rhodes Chartered Accountants were retired after completion of five years. The audit
committee and board of directors in their respective meetings have recommended M/s KPMG Taseer Hadi ® Company,
Chartered Accountants as external and shariah compliance auditors of the company for the year ending December 31,
2017.

BOARD OF DIRECTORS MEETINGS

During the year 2016, four (4) meetings of the Board were held, with attendance as follows;

Name of Directors Mo. of Meetings Attended

- HH Sheikh Hamdan Bin Mubarak Al Mahayan® Fa
- HE Sheikh Saif Bin Mohammad Bin Butti

- Mr. Khalid Mana Saeed Al Otaiba
- Mr Atif Aslam Bajwa

- Mr. Adeel Bajwa

- Mr. Nasar us Samad Qureshi

- Mr Suhail Yagoob Khan

e B N
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ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

* HH Sheilth Hamdan Bin Mubarak Bin Mohammed Al Nahayan resigned on 15th January 2017 from the office of Director and
H.H. Sheilth Nahayan Mabarak Al Nahayan was appointed as the Director on same date.

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

INSURERS FINANCIAL RATING STRENGTH

PACRA, during its recent review conducted on 1st December 2016, has maintained the IFS rating of your Company at "A+"
(Single A plus) with stable outlook. This rating denotes strong capacity to meet policyholder and contract obligations.

PACRA has stated inits report that this rating recognizes successful execution of the company's business strategy leading
to build up of non-captive business volumes, while keeping overall underwriting performance intact. The rating takes
comfort from refinement in the monitoring and performance evaluation of the core business in a wholesome manner. This,
along with the company's conservative stance, in the form of low risk retention, continued yielding profitability. The rating
recognizes AFIC's sustainable improvement in financial profile, emanating from i) well managed insurance
assets/liabilities structure, and i) growing investment book that contributes a sizable income stream. AFIC's association
with Abu Dhabi group provides support to the company mainly in the form of captive business, adding stability to its
revenue stream.

AUDIT COMMITTEE
As required under the Code of Corporate Governance, the Board of Directors has established an

Audit Committee comprising of the following non-executive directors:
- Mr. Atif Aslam Bajwa Chairman
- Mr. Adeel Bajwa Member
- Mr. Suhail Yagoob Khan ~ Member

RELATED PARTY TRANSACTIONS

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

STATEMENT OF ETHICS AND BUSINESS PRACTICES/CODE OF CONDUCT

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

COMPLIANCE WITH CODE OF CORPORATE GOVERNANCE

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

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

12
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ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

These statements present fairly the 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 onreasonable and prudent judgment.

= The intemational accounting standards as applicable in Pakistan have been consistently followed in preparation of
financial statements and any departure therefrom has been adequately disclosed.

= The system of intemnal control is sound in design and has been continuously monitored by the internal audits. Thisis a

continuous process and any weakness will be removed and its effective implementation shall be ensured.

There is no significant doubt upon the company’s ability to continue as a going concern.

There has been no material departure from the best practices of corporate governance.

Key operating and financial datais separately annexed with the report.

Dutstanding taxes and duties are given in the financial statements.

The value of investments of provident and gratuity fund on the basis of audited accounts as on December 31, 2016is as

follows:

- " ® & &

Rs in "000"
Provident Fund 70,531
Gratuity Fund 41,858

= The statement of pattern of shareholding in the Company as on December 31, 2016 is separately annexed with the
report.

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

The directors of Alfalah Insurance Company Limited hereby certify that in their opinion:
a) the annual statutory accounts of the company annexed hereto have been drawn up in accordance with
the ordinance and any rules made thereunder;
b) the company has at all times in the period complied with the provisions of the ordinance and the rules
made thereunder relating to paid up capital, solvency and reinsurance arrangements; and

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

FUTURE OUTLOOK

With increased paid up capital of Rs. 500m and rating of A+, Alfalah Insurance is poised to increase its market share while
maintaining its prudent underwriting policy which has helped the company from inception despite serious jolts in our initial
years. We believe 2017 to be a very important year for the company as we have to consolidate our gains and emerge as a
very serious and capable market player. We are aware of the challenges we face but we have set ambitious goals for
ourselves and believe that the phenomenal strength of Abu Dhabi Group will help us in achieving our targets.
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As aresponsible corporate entity we will continue to conduct our business in a transparent way, working closely with the
regulators to ensure compliance. Our aim is to exceed expectation of our shareholders not only during the current year but
beyond too.
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ALFALAH INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

ACKNOWLEDGEMENT
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Company for their support.
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On behalf of the Board,
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Chief Executive Officer
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ALFALAH INSURANCE COMPANY LIMITED

KEY FINANCIAL DATA

Rupee "‘000°

e
Description

2016 2015 2014 2013 2012 201 2010 2003 2008

Gross Premium Written  |1,924,316(1,545,612|1,330,854|1,230,932|1,060,187| 928,020 662971 651,459| 568,183
Net Premium Revenue g16585| 780,180| 705323| 563744| 454403 384483 350938| 331,786 262453
Net Claim Expense (493,076)| (629,297 (410,817)| (317,378)| (262,368) | (243,221) | (259,435) | (231,336) | (191,118)
Management Expenses | (274,445)| (267,333)| (238,919)| (214,401)| (195,933)| (134,810) [ (109,263)| (34,556)| (65,969)
Net Commission 33027| 96608| 95928| 94672| 96358| 71,167| 74750 68307 59,561
Underwriting Profit 182,092 180,158| 150515| 126637| 92,460 77619 65990 74201 64,927
Investment/Other Income | 119.407| 77,137| 105,103| eseo0s| oepss| 72156 46177| 21,188] 3300
Admin Expenses (108,414)| (103,784)| (105,024)| (89,202)| (80,662)| (74,141)| (62,660)| (47,307)| (43.764)
Profit before Tax 193,085| 153511| 150594| 123,060| 107886 75634| 49507| 48083| 24463

Profit from Window Takaful 1,890 = - - - - - = ”

Income Tax (65,602)| (38,297)] (27557| (20,463)| (9.864)| (6,396)| (6.858)| (17387 (16.913)
Profit after Tax 129,373| 115,214| 123,037 102577| 98,022| 69,238| 42649 30,696 7,550
Paid up Capital 500,000 500,000] 300,000 300,000| 300,000] 300,000| 250,000] 230,000| 230,000
Share Deposit Money 1,381 1,381 1,381 1,381 1,381 1,381 1,381 1,381 1,381
General Reserve 150,000( 150,000) 150,000 150,000 150000 15000| 25,000| 25000 -

Un-appropriated Profit 281,643 153,935| 258,930 135475| 1703089| 72218| 42980| 36431) 30,735
933.024] 805316| 710311 586856| 4B6E90| 388599| 318361 292812| 262,116

Earnings per Share 259 230 2.46 342 327 23 1.42 1.23 033
Breakup Value per Share 18.66 16.11 2368 1956 16.22 1295 1277 1273 11.4
MNet Loss Ratio -54% -55% -58% -56% -58% -63% -72% -T0% -73%
Expense Ratio -20% -24% -26% -25% -26% -23% -26% -22% -19%

Underwriting Profit to Net 20% 23% 21% 22% 20% 21% 19% 22% 25%
Premium
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Return on Equity 15% 15% 19% 19% 22% 20% 14% 1% 3%




ALFALAH INSURANCE COMPANY LIMITED

Pattern of Share Holding

As at December 31, 2016
No. of Shareholders Total Shares Held
From To
b 1 2,000 6,530
1 1,001 2,500,000 2,500,000
4 2,500,001 5,000,000 19,997,822
1 5,000,001 12,500,000 12,497 823
1 12,500,001 15,000,000 14,997,825
Total
| 13 [ ] 50,000,000

Classification of Shares Categories

As at December 31, 2016

Categories of Members 5?1::;?1?[ d[:;frs EI,qhu;:F::T-ISIf d Percentage

Individuals 3 22,495,645 45.00%

H.H. Sheikh Mahayan Mabarak Al Nahayan 12,497 823 Z25.00%

H.E. Sheikh Mohammed Bin Butti Hamid Al Hamid 4,998,911 10.00%

H.E. Dr. Mana Saeed Al Otaiba 4,998,911 10.00%

Associated Companies 1 14,997,825 30.00%

M/= Bank Alfalah Limited

Directors and CED 7 2,506,530 5.00%

,lﬂillid :ﬁ;g: Hamdan Bin Mubarak Bin Mohammed 2,500,000 S

H.E Sheikh Saif Bin Mohammed Bin Butti 1,085 0.002%

Mr. Khalid Mana Saeed Al Otaiba 1,085 0.002%

Mr. Atif Aslam Bajwa 1,085 0.002%

Mr. Suhail Yagoob 1,085 0.002%

Mr. Adeel Khalid Bajwa 1,085 0.002% -t

Mr. Nasar us Samad Qureshi 1,105 0.002% %

Public sector companies and corporations 2 10,000,000 20.00% E

:"-r'liEE ;.r:x;lr:ti?p.-tal LLC (Formerly M/s Al Bateen 5,000,000 10.00% %

M/s Electromechanical Co., LLC 5,000,000 10.00% =
3
o

| Total 13 | 50,000,000 100.00%




Katpana (Cold Desert) Skardu:
Sand Dunes is Katpana Village of District
Shkardu are wonder in itself. Strong cold
winds keep on shifting the dunes with the
view of purple galaxies and shooting stars all
over the sky. Katpana desert is located at an
elevation of 2,226 meters above sea level
along the bank of River Indus. This white
desert holds breathtaking attraction and
number of local and intemational tourists
feel themselves home at Katpana. You will
definitely enjoy this mesmerizing desert
which is recommended to visit in summer
SEaS0N.




ALFALAH INSURANCE COMPANY LIMITED
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ALFALAH INSURANCE COMPANY LIMITED

Jhadi 5 dae) (lila )

000 =50
ot S e g i S S ] ] Cgeaily
£2008 | #2009 | e2010 | #2011 #2012 #2013 #2014 #2015 #2016 Jhe |
568183 | 55|+455|_ 6620971 | 928:020 | 1:060:932 | 1230932 | 1:330+854 | 15454612 | 149244316 ﬁm,u
| 262453 | 351780 | 359938 | bS5 | 454403 | 503744 | 705325 | TBOAE0 | 916585 | kel pala
(190118 | 231336 | 259435 | 243221 | 262368 | 317378 | 41017 | 429297 | (493076) | S ased pald
lal )
(65969) | 94556 | 103263 | I3MEBL0 | 195933 | 2044401 | 239919 | 267333 | (274445 Slal Al Wl |
| 936L] 6B307| AT0| TRIET| 96358 | Saem2| 96608 | 33027 | S el yalld |
64927 | 74201 | 65990 | 71619 | 92460 | 126637 180158 182:092 i u...ﬂ:h.q
3300 | 20189 | 46:177 | 724156 | 96:088 | 85605 | 105103 | 774137 115407 Bl S e
| u-i-'l.-T
43764 | AT307 | 62660 | 7414l 80662 | 894202 | 105024 | 103784 | (108:414) S g
kaf i) |
24453 | ABDB3 | 4907 | 75634 | [IWTHEE | 123040 | 150:594 | 153517 183085 pilda s G 4
) I ) — e B B o |
(16:913) | 17:387 | 6838 | 6:39% 9:B64 | 204463 | 27¢557 | 38297 | (65:602) S el
ragh] SNaE | AEek] SEIR] SS0R| d@ensrhl| UG, Q0S4  ARWOTEL MRS el |
730:000 | 230:000 | 2504000 | 300:000 | 300:000 | 300:000 | 300:000 | 500:000 |  50:0000 L 44 S paas
1:381 14381 | le381 1:381 1:3381 1:381 1:381 1:381 1:381 I"EJu'i I..l_}L_Hi }.Ljul
— | 25000 25000 | L5000 | 15000 | 150:000 | 150:000 | 150:000 150000 S0 U
30:735 | 36431 | 42980 | 72218 | I70:309 | 135475 | 258930 | 1534935 | 281643 plie jaiia pd |
262116 | 292.812 | 319:361 | 388.595 | 486630 | 486856 | 710311 | BOR3IE | 933:024 =
033 123 142 231 327 342 246 230 259 (] anas A |
14| R73 1277 1295 16.22 19.56 23.68 16.11 IB66 | ol ifpy auas A
why
T3 -70% 2% | -63% -58% -56% -58% -55% 5% | DS o s JS
AW || 12 | -26% | -23% -35% -25% -26% 24% 20 pbaal 15 ol R} |
25% 2% 19% 21% 0% 2% 21% 23% 20% S ETRT
s o 8l
3% 11% 14% 20% 2% 19% 15% 15% [5% | s gauen S bl
adhla




ALFALAH INSURANCE COMPANY LIMITED

&) s S Jifiina

eV sl bl S 55l 50000 e yu 8 S dials (e 2a (S paras
1 ot e S A S S e Ul ) 5831 238 2y S Sl e s G
O = s S D) AR el i med Bliae Tl il Sl ) aldie]
AL o Ol (e Slais e dea gl S Gliliali and o w Jle] S el
230 LS SSatis S adlie ) s el A0S o Jl ) S 22017
Jaila gy o U ala g ehe S AL G e il el s med s
D3l =S i ke Nl e ndasa asa ) ) e ASsS On a b
330 s b e S S G0 A Jsena 8 (S 8 s ol S S O
S o S

S 0sdha (e il Galad Ly IS e S 1eS ) Cufia Sy g IS s aad S
iy oS (saily (Sae 8 S 8y S alS S Jegtla S il S MU Gl 8 )
Ol pavan Bl gy day Kl b8 Jli el G a3 dialle | jla s Seula U
e UleSa S ol S

) yic|

ar- o V8 SE S Alay gl o (S sl pasas sl s S Cilaa il o
ol o) W oy )8 88 o ) o S IS e S sl psiSse )
A e gl 30 (A ) e 30 O a3 gl ey (e (38 S e ladal
~a e gl S aaS ) pddl gy OUUSL el el L e (S ) S ollS
ool ¢ 3080 Wl w5 S o) S& easad p 5 S aagl e S
oS e gl ) 2 hgune Sl S & Caina (S gl S Gl

o e s oS S S U IS e Ul SO (S LSl

b (K3

N Sanik
A el

sl 55350 iy

20



ALFALAH INSURANCE COMPANY LIMITED

. % 38 . Lk Lok LT
o 34 oz 5B 8 (T 38 58 8 5 LSl Sl &gl g

kiiigj_)gﬁdkﬁqéh_.ﬁﬂ@hnl& de€£1j:i_5?_9Sc2l:}16JMul3]_%
e dR pn e (SN A e £l

000" s,
70:531 b Gy ol
41858 S A g £

éniu_;g_; saJi_ﬁ;EJEﬂjg_)]ﬂéﬁJh;MJs¢2016 baad 31 £

'dlv‘gkﬂﬁ.}sd‘u#:ﬁmﬂﬁu
i Cad 46(6) dSan S 2000 puiisd ) iy il
BIPAES

rote =l (S O A8 Ot S Baseal 550 18 S Bidd S ) gl 22

e =S osiis 402558 5 8 s Al S S Clgz‘;_‘g b gl (A
.dﬁ&&ﬂéiﬁ!J&éétﬂjﬂJ&‘dﬂ‘J}1l_E:'l,:j-lLln.ﬂ

ol sl = S Jead (STl 3 (S a3 Ol )33 S e e alad gl 5 S (2
8 S daala (e 24 (S panan S ga o S il 8 S gy (3idae S
o e b S Sl S ey Sl cipadla (S i ) e
Ui

Jaand S L 38 S il jf gt S Juled 5 S SS 5 i S o W S il (7
Juala (e 20 (S paras S s ( Sl f B S pay Gillae Sl ) oS
P LI i R ST SN IRTCITEN, WS R I R [ D V. (S
U U 2

# Qutstanding Tax and Duties

¥ Pravident and Gratuity fund

40 Statutory accounts

41 Paid up Capital, Solvency and Reinsurance

o
e
o
~
&
R
TT]
oo
=
=
=
=
=
=T




ALFALAH INSURANCE COMPANY LIMITED

:LQ:LAM:'I}&JU}ALJHJLSQ%LFLICEWIFLL leuﬁg.ﬁ'll.m
S NGT TR S .

il (S adailia S Gud 5ol Sy ) g S

plady Sobalia S 3 galas Cyyp S 0 S ) siieS e ol j50 S Jl
v O dia s il S s LS LS Jae
Gidas cpe S 2000 (il ) (i) ol asanin S35l o b S e g
- Bilhaa S 1984 ity piseS el d o
il S Gasa B dlad) e (S E0lae S S e g3l s S )
=t B LS Oy sk mly oS had (e s (g g JS dual ) 5l S
=t S Ju 45 g sk pala (S usliS S o)l sd 8 I use
wsdse = S S8 ol aedd S SIS gl pa)lss S Sl g
Jsira ) cabie el g ol S LELS b ) 1S gl Syl
o= S S LAl say S
) Jlme el W) sy S SIS iy K i, Gl pd & e g
it oS e bma U 30 0w e BY e o Sy g B S
= WO LS il e Slal e S e 5 S o
S gl e sl Oalaa K0~y ARG ) S B N
cmt Ula Gy s oS Jee Gl @il gl S e S 50158 58 oS u
Dlpd 5 SSLCuaMa (S Al w s S S, 60l S s S e
= A
st o T om
e Cn;&ua.gﬁhénﬂ__;ﬁj i led g alac! Blaia — o 1| P S Hl &
et WS s S b

¥ Corporate Governance
7 Material Departure



ALFALAH INSURANCE COMPANY LIMITED

Sl S K S ) gla pe il oo gane (32 4 IS (538 sa 2k
S5 5o S s i St A BT, £ ksl
a8 (535 ~d Y A et (et U il Judasa (A0S e v 5 (S (ematlly Jina
SSow sl (1) ASsa e o S8 mlad € i dulie e s e S
A5 S S e (g (85 () Uyl el adamil alaie S claal 5/ 50

i (58 o a1 Ll 833l

35;;44‘1 ~SU = b D82 S L:':‘:T‘“s' U ) geadr (S 34J"1‘jJ15 u':"..L)g ‘T‘JJ; L?'-"E'L..HL

e e LS aSatue S
L L k7
ﬁ.«aﬂujl

S Bty alal o S NS ga 0 SIS RS (S EE 3855 S K S
st bl g 30 i BG5S G 0 Gildae S Ll

(s isn) o5l plul il s -

(CSD) osaly diae lia -

(G5)) OB sty Jyes i -
o2 L):!'\ s t_-rj,)lﬁ ~ilatie
=S 0sFG Allaief spisaS Sy gge el Ly S 3w 3 3 S A0

e 8 o slis S G Gl plel gl S ()l adletia g3 (g 5 plale (S ol gl

&ju—'\.‘l A.LJLA..E/bJ'}ﬁ_SISdAL;.AJaJLm LQJ\JJJEJ uj}ka.‘
S Pl ol dee e el & S decenhaiia s bl 5 AT
Bldae S achgilaiyy () o3 aS o (8 S ) ad i gl o LS LS HAT Blaie

3iAal 8 S sl dae Gl Uyl S S hiae € sl gl (s S
cusiSsa sl Isale S cillase ¢ Sl g ¢ (s plaiila o )l 38 8 1S Jee adadlia 5 U5 IS

# Core Business

3 lncome Stream
# Captive Business
3 Revenue Stream

o
e
o
~
&
R
TT]
oo
=
=
=
=
=
=T




ALFALAH INSURANCE COMPANY LIMITED

e ¥ Jpadl (S € 58 e g ¢ i padal 4 S35 o)) <2016 Jus

c
Nl g8 S pudh (e ol S 3 s ik
2 ¥ ISl g Olaes Fuad ale Calad -

4 rfiall dum adla A4 Clia -
4 o2l alul Lable Cilia -
2 b saby dise lia -
4 Ul s S s -
4 (ot A dasall jeai il -

S S8 S 62017 sosis 15 2 Ol ) S e 0 Gles Fad e Cilpai®
S s IS e gl ud e Sl e g M ol gl L el _u e
LB St S5 I3

A S E e el S35 sa (B e S 580 15 o) Caad g s pala e
= S

s a3 S Gl Sl (S S

Sl o o la mdla S 22016 s 655 5 (PACRA) 2 liomna b
g g5 el AK€ e e Y el Sl Sl S GaaS
Jala S ol s ¢ (o251 a3 - LS Ul B g a0 Sl o ) SR
S o S Cuadla o e S S g S sl ~ed (S s bl 03

=
ool S S ol g2 g S ol el Sl Gl S5 S o)l g
= saae ga D S s e waay (SO S dee aadY (5 b S SllS
P B LS s 5 s IS (s B pe e ieS )y )l 8 S50 S8

I PACRA
M Non-captive Business Volums

=
Z
=
o
=
—
=
m
o
o]
=
_r
)
=
h




ALFALAH INSURANCE COMPANY LIMITED

) JASE 5555 (sl slid)
usold paas a0 (S paidilel (S s, ke 98 S and
Oila 13 Upe 2038 JAST S g e <8G5 o 8s Slhnga82m <
NS 5/ e 2 51 S Gilel g il (S Qe o Ul el plai S 5
Gt S du clal Al ) Sn 68 (Sapm pe ne plie (il e (S S
S jwd S jpdie S8 S Gyl paas 61 Sa ) eas Jgea
252020 3 osh Saiua g f S B8 Sy hesiys 8 S 380,

T

Joa il K ga (1) 153259 (Aadl aran b aay € Salal (S S8 Jla gl 5
Aspsa e 27 i Cig Sl sd 8 (MaSiysy) il (S e el 55230

-
Baig J35,

ade ol guily SIS s 330 S8 Sl e gBaS JU 0350 50
Aleie ) 33,9 S 50008 o ASEN Ly Sa g g, S S JSa
DA el e S Jome il S Jlu uda alEEA) oS 62017 Jsema 31 e 0aSha)
sk S eaii€ J%, aant aay 50 )5l s (S GanS) 8 s S Byl gl

st S U

8 Shareholder's Fund {SHF)
% participant's Takaful fund (PTF)

w
—
L=
™~
5
o
l
oo
=
=
=
=
=
<X




ALFALAH INSURANCE COMPANY LIMITED

T uﬁﬁﬂ; ler TN

S dey wclea S aaid 49 e e S appla (e ad S Giaa
s sy _i5) e 468 e Alia S 55 ke 315

psila 52 8 an g (S ua LS 5 0uad 7D S 98 waad 82 i€ 4 jlud
:uj.u.n_.lﬁgzt?h.u\jﬁ Q@w&é&u*ﬁil@dﬁ“ﬂz?:u.&é
= il e il S lall e e S Caa g 8s s aad 87 _Salj;

ey (3 )Eie

o e e S _apali S ) ple 272 S Jla 338 ae el
oalld L s Heay s Oale 505 03l e e Clus S uaid 8500
230 RS paBe dyedy) A _Sa A ey S Sl aad 85 (e pdlia
rding g (S il S Gliall Mag 36 Gl (S deaid 10,8 Jle A4
Jlo A1 R ga pdlie o si med JAVL )5l LR T aa o ga) S ssadi g adlia oS

L8 o) 2 0ale 398 oS utlin S uad 46 b 50 oale 73

i ) S

S Ba LS ) sl andi ol Sl Tl et ) S ol S S e ot oS
il gile S ol Sar s b)) deala BéaiiSG 1S aan ) S glilad S S
e G Gy gl Cup gl IS B S alie paly S s IS ey ) S gl S S
Sl S Sy Bl s a3 S (3150 e Balia) il S (S
- eSS DU il (S S S S s ala Sl ay 0 S ) 8
2 S el (a4 gisnSlm (a5 1S mait g S )5 Uiy ) S

S LY TRLITEN, Vg R gTR T 5. RIS S f AN F

I Personal Accident Product

=
-
=
=
X
i
=
m
o
o
=
_F
)
=
h




ALFALAH INSURANCE COMPANY LIMITED

s LS ) Cnle 194 (S8 1 JE S S gl g Dl A1 gy gl (S il
U o) 2ad 07 s (28R

P 23 Sl Al

LS A Ll 1S ) (e 436 (ote 20 S 21 oy ol S i anh (Blaia o (S0 54
S 5 e Pl S ladi L pS il | G S S SRS s
oS e p S laigi L8 ) aaid 148 ¢ oS Jw ol 5o e 2 39 Juu 33 8
o3 el (S oS pe e W S lall Bolajiul S Jla ey 55 Jlal
Phpdlin mng 3 mad 1S Sl a2V 5 S0l )53 s SO S nd (Blate i (S 3

g3 el s S Sl 28 K s S le 17 e

ARG )

Eu\....:i;hﬂ;dlh.a”iﬂﬁj__}a:\h12?@“&255454?\4&:1’,__3.:.&_)@
Ly s e ben S i 14 Jlo ) G (S 1adi 39 Sl 5 R s
=0 Cla 0-6 Jlw 3508 g g adlia s gd med g ) (ple T e 2B S ua

A

L
A B pa

|53 bl IS 55 (ile 386 Line et ol S -3 @l 5 (oS 2 6 e ol
S a0 Otha ~ay S o Jbed el 8 58 g (e 23 (S Jle A5 R g
oald S oy Ug Jitie Cojla (S 538l JASS 5551626 54 1S o jlal S
i S 2 42 (5 S sl s S nl Sy 0le 18 e il
M8 s e 100 0o il S el A aai 4] Jlo mid K sa b i

st o) e 25 Gt (S Jl BB ga | g pdlia e i

¥ Total Premium Written
2 | pss Ratio

2 Reversals

M Underwriting Profit

# Total Premium written
6 Car |jarah Business

o
s
o
o~
3
[
i
o
—
=
|
=
=
=<




ALFALAH INSURANCE COMPANY LIMITED

S Cia i ol a8l ge Cuid 35 S Taam 3 A faay sl il ¢ L8 pilae alad Ay
Eﬁédﬁ“édﬁJL‘M#éUMlﬂ ‘LFJ-:""“:‘*”_HUJHS"'"M&:‘ ,-_—"“—’.)'L'
(coters-uul) LS b ) eSSy Sl ) pfin - o 0580 Leal S

S Sl gy ) S5 i (S :L""'"“Jj' bl S e e glSh 2
papada S 5 8 S s jle dala S fae gy S U Sl sl o
= B R sk el BT G AUz sl BS il i sl

OSS (S (igaS (a0

o Als S8 il ae m b (S adlis palld (S S (S Gl 22016 J
e gVE ooty 93 ~ad gl (s sl dad 25 (pedman ald S aS o plaild
sl 1ad 52 e 10l 8 S an g K 5 S S g bl dad Sy
i M i (€ 30:70 Ot S an 23 B o sl s 8 o2l 1l Bl S

et 42:57 D SI A s

iy (S 12 e DA L) e e 2388 Tl gila S bl (pa s dld
HS L gsea S ) oaly) aead 17 e e S Jls gy Badlia palld S _ay
o Bl S s S A1 L) g5 e 63 s S 6 Lol 20ai 15 g oo
s S o o) ad 54 S 5 oS el 55 Sin s gl S ]
39 s S8 R sn (s S (s ol S jled S e Bl S0 30
ol il 5ol s e} STOLA 55 Blaa. o Ko aad 14 S paS _wuad
sl aad 20 ¢l S fn TouliC e A K Subfhaadld o Slg AK
55 e 50 e 42 e 180 S0/ S e pu e 2md 24 (s 0 S35 8 S
S 5> LS Ddlia b nad 1€ 55 0le 182 2 AseS L i lial 1S i
palla ailial (e 20, Sadl (S (5 IS gl pua el Ll sal) aad 1w Jw 35 8

7 Personal line Insurance/ Micro Insurance
¢ Topline Growth

7 Written Premium

10 Man-group Business

11 Registering Group vs Non-Group ratio
12 Unearned Premium Written

13 Met Premium Revenue

14 Net Claim Expenses

15 Overall Het Loss Ratio

16 Absolute Terms

17 Net Expense Ratio

18 |nvestment/Other income

v Underwriting Profit earned

= |nvestment Income

=
Z
=
o
=
—
=
m
o
o]
=
_r
)
=
h




ALFALAH INSURANCE COMPANY LIMITED

S SRS N Al S (g8 pamas

S sy il o s UE S el S ol 5SS S B S Gl sl 0
o2l JUJy S Jus a5l S 02016 s 31 e pn -0t 20 S Ui 55
- CS 5'5 el et .LJ!'J"&_.E uful-“

&l ga S Jillea gl o jila atlla 1S i S (5 IS

S 250 ) 5238 535 2016 aian 30 1 S8 jla (S s (S5 e (oS Sl
=30 50-17 e e 2015 Juciusn 2 e ) B (Ss S Jeals ptiay
Map 44 9ai 7 p5 s il A8 5 1) @1 50-38 S8 5 e 620174
e e pa (SIS G0 5 Iy mlbapal jupale A S JUlE K s o)
il oyl JB S 5859 S LS ae bl S _a e A8 K sz gl Re o
ezt 5 e gfa s ol s il egdle L o (o) oS g (S R s (S
i latte (g ) S8l SOl) e S Sl e sl S S8 GBlata e g siae€
i el B BY (S 1 3] il dalai st S s o S5 S
i g o o) S 3 LS e IS S 6p 38 S dlia palls (S e
e n S dagd 3] i 15 g Hal Gy g deala a6 IS ala s laiseS

AR g Ly dasd 31 S ol R e 5 S Nl St

S A ot mrd g - St a0l gy o (B e S 5 Al e
e e B ol i 1S Calpma g jbas J s 5 mans S an 1 0 wl€ el
S (SEP)-Sl-cml TS~ goale S (g =S 2250 Ul S b U S
ot & (o2l an 3 S (s B8 258 gl S 3 e) S MOST Sigl aSatiaa! i cails
S (MSCI) (o oms -t w3 Ul Lo aa 0 8 s (S (1 i o sl
cop Jald lila by ) 8 Galima S (el Sl S OESL (e o S Liai

1 Mon-life {General Insurance)
? Underwritten Premium

3 Thermal and Wind Energy

4 Bottom Line

5 Stable Outlook

" Sovereign Rating

o
e
o
~
&
R
TT]
oo
=
=
=
=
=
=T




Fairy Meadows:

One of the most beautiful meadows located
in Diamer District of Gilgit Baltistan is Fairy
Meadows. This picturesgue piece of land with
lush green grass and mind blowing view of
MNanga Parbat is one of the most attractive
tourist spot To reach at this breathtaking
destination you have to take 12 Kilometers
long jeepable trek starting from Rahikot
Bridge on Karakoram Highway to the village
Tato. Joumey is not over yet. Take a breath
and get ready for three to four hours of
trekking through a five kilometer rocky track
which will ultimately make you land in Fairy
Meadows.
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FINANCIAL SUMMARY
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ALFALAH INSURANCE COMPANY LIMITED

FINANCIAL SUMMARY
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Babusar Top:

You just have to get on Karakoram Highway
and it will lead you to some unforgettable
destinations that are incomparable to any
other tourist spots. Babusar Top is among
one of thern that can make you stand still for
number of hours. Babusar Top is easily
accessible one hour drive destination

through wonderfully paved Karakoram
Higway located at the MNorth of Kaghan
valley. You can have cup of tea with freshly
cooked snacks and mind-blowing view of
multiple mountain ranges.




ALFALAH INSURANCE COMPANY LIMITED

Code of Conduct and Professional Standards

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

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

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

4. Board members and staff of Alfalah Insurance Company Limited shall act with honesty and openness as
representatives of the organization and in their interactions with one another. Alfalah Insurance Company Limited
promotes a working environment that values respect, candor, and faimess.

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

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

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

8.  We are an equal opportunity employer. Our employees are entitled to a safe and healthy workplace.
9.  Every manager and supervisor shall be responsible to see that there is no violation of laws within his/her area of

responsibility which proper supervision could have prevented. The manager and supervisor shall still be responsible if
he/she delegated particular tasks.
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ThalDesert:
Other than valleys, lakes and magnificent
mountain ranges Pakistan 0 blessed
with number of deserts. Thal desert is one of
ifts of nature expanded up to 90 miles
from Morth to South. The golden white sand
and shifting dunes are always worth
exploring in winter season. You can easily
: 5 beautiful desert whichis just 200
ay from Lahore through
oad. Desert starts as soon
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ALFALAH INSURANCE COMPANY LIMITED

Statement of Compliance with the Code

of Corporate Governance for Insurer, 2016
For The Year Ended December 31, 2016

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

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

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

Lategory Name

Non-Executive Directors | HH Sheikh Nahayan Mabarak Al Nahayan*
MNon-Executive Directors | HE Sheikh Saif Bin Mohammed Bin Butti
MNon-Executive Directors | Mr. Khalid Mana Saeed Al Otaiba
Mon-Executive Directors | Mr. Atif Aslam Baiwa

Non-Executive Directors | Mr. Suhail Yagoob

Non-Executive Directors | Mr. Adeel Khalid Bajwa

Executive Directors/Chief | Mr. Nasar Us Samad Qureshi

Executive Officer

“The Board of Directors of the Company, in its meeting held on 15th January 2017 at Lahore, accepted the
resignation of HH Sheikh Hamdan Bin Mubarak Al Nahayan, Director/ Chairman of the Board ("the outgoing
Director”), with effect from 15th January 2017.

*The Board has appointed His Highness Sheilth Nahayan Mabarak Al Nahayan, as Director of the Company, subject
toclearance / NOC of Securities and Exchange Commission of Pakistan (SECFP) effective from 15th January 2017 for
the remainder of the term of the outgoing Director. The MOC from the SECP has been obtained by the Company in

this regard.

*Furthermore, the Board of Directors has also elected His Highness Sheikth Mahayan Mabarak Al Nahayan as the
new Chairman of the Board of Directors with effect from 15th January 2017.

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

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

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

A casual vacancy occurring on the Board on January 15th 2017, subsequent to the year end, was filled up by the
Directors on the same day.

The Company has prepared a "Statement of Ethics and Business Practices/Code of Conduct’, which has been
disseminated among all the directors and employees of the Company.
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ALFALAH INSURANCE COMPANY LIMITED

Statement of Compliance with the Code

of Corporate Governance for Insurer, 2016
For The Year Ended December 31, 2016

B.

10.

11

12

13.

14

15

16.

ar

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

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, if any, have been taken by the Board.

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

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

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

There was no new appointment of Chief Financial Officer, Company Secretary and Head of Internal Auditor during
theyear.

The Directors' report for this year has been prepared in compliance with the requirements of the Code of Corporate
Governance for Insurers, 2016 and fully deseribes the salient matters required to be disclosed.

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

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 pattem of shareholding.

The Company has complied with all the applicable corporate and financial reporting requirements of the Code of
Corporate Governance for Insurers, 2016.

The Board has formed an underwriting & coinsurance, a claim settlement ® a reinsurance committee. However, all
the Management and Board Committees shall be re-constituted in line with the requirements of Code of Corporate
Governance for Insurers, 2016 within the timelines prescribed by the SECP.

Underwriting ® Coinsurance Committee:

Name of the Member Category

Mr. Masar us Samad Qureshi Member-Chairman
Mr. Abdul Haye Member

Mr. Azhar Ehtesham Member

Mr. Rashid Awan Member

Mr. Fawad Sarwar Member

Mr. IgbalHassan Member
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Statement of Compliance with the Code

of Corporate Governance for Insurer, 2016
For The Year Ended December 31, 2016

17.

18.

19.

Claim Settlement Committee:

Mame of the Member Category

Mr. Nasar us Samad Qureshi Member-Chairman
Mr. Abdul Haye Member

Mr. Azhar Ehtesham Member

Mr. Adnan Waheed Member

Mr. Manzoor Hussain Member

Reinsurance Committee:

Name of the Member Category

Mr. Nasar us Samad Qureshi Member-Chairman
Mr. Abdul Haye Member

Mr. Azhar Ehtesham Member

Mr. Shahzad Aamir Member

Mr. Shams ul Zuha Member

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

Name of the Member Category

Mr. Atif AslamBajwa Member-Chairman
Mr. Suhail Yagoob Member

Mr. Adeel Khalid Bajwa Member

The meetings of Committees mentioned in point 16 ® 17 above were held at least once every quarter prior to
approval of interim and final results of the insurer and as required by the Code of Corporate Governance for
Insurers, 2016. The terms of references of the Committees have been formed and advised to the Committees for
compliance.

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

The Chief Executive Officer, Chief Financial Officer and the Head of Intermnal Audit possess such qualification and
experience as is required under the Code of Corporate Govemance for Insurers, 2016. Moreover, the persons
heading the underwriting, claim, reinsurance departments possess gualification and experience of direct
relevance to their respective functions, as required under section 12 of the Insurance Ordinance, 2000 (Ordinance
No. XXX of 2000).

MName of the Person Designation

Mr. Nasar-us Samad Qureshi Chief Executive Officer

Mr. Adnan Waheed Chief Financial Officer/Company Secretary
Mr. Faisal Shahzad Head of Internal Audit

Mr. Rashid Awan Head of Underwriting

Mr. Manzoor Hussain Head of Claims

Mr. Shamsul Zuha Acting Head of Reinsurance
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The statutory auditors of the insurer 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
confirmed that they have been given a satisfactory rating under the Quality Control Review programme of the
Institute of Chartered Accountants of Pakistan, that they or any of the partners of the firm, their spouses and minor
children do not hold shares of the insurer and that the firm and all its partners are in compliance with the
International Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the institute of
Chartered Accountants of Pakistan.

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 IFAC guidelines inthis regard.

The Company has an investment policy in place howewver the Company will align the policy with the requirements
of the new code of corporate governance for insurers, 2016 within the prescribed timeline

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

The Company has set up a risk management function, which carries out its tasks relating to
underwriting/insurance risk, credit risk, and capital adequacy risk as covered under the Code of Corporate

Governance for Insurers, 2016.

The Company has been rated by PACRA and the rating assigned by rating agency on December 01,2016 is A+ with
stable outlook.

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

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

We 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 complied by the Company.

By Order of the Board

M Sawiik.

MASAR US SAMAD QURESHI
Chief Executive Officer




Khunjerab Pass:
Pakistan is proud to have the world's most
elevated border crossing at the highest point
on the Karakoram Highway. It is the highest
paved international border between Pakistan
and China and one of the top tourist’s
attraction. Khunjerab Pass remain closed in
winter season starting from November to
April. If you want to give some treat to your
eyes with the scenic views of Karakoram
Highway; it will take 15 hours' drive from
Islamabad to cover 725 Kilometers of
beautiful journey.
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-V EY Ford Rhodes Tel: +92 42 3577 8402-11

Chartered Accountants Fax: 492 42 3577 B412-13
e 96-B-1, 4th Floor, Pace Mall Building ey lhr@pkey.com
king world M. M. Alam Road, Gulberg-Il ey.com/pk

P.0. Box 104, Lahore-54660

Report To The Members On
Statement Of Compliance With Best Practices
Of Code Of Corporate Governance

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

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

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

Based on our review, nothing has come to our attention, which causes us to believe that the Statement does not
appropriately reflect the status of the Company's compliance, in all material respects, with the best practices contained
in the Code, for the year ended 31 December 2016.

EN (ot Rnim—

Chartered Accountants
Lahore: 23 February 2017
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T 96-B-1, 4th Floor, Pace Mall Building ey.lhr@phey.com
Wit M. M. Alam Road, Gulberg-1l ey.com/pk

PO. Box 104, Lahore-54660

Independent Auditors’' Report To The Members

We have audited the annexed financial statements comprising of-

i balance sheet:

ii.  statement of comprehensive income;
iil. statementof changesinequity;

iv. cashflowstatement;

v.  statementof premiums;

vi. statement of claims;

vii. statementof expenses; and

viii. statement of investment income

of Alfalah Insurance Company Limited (the Company) as at 31 December 2016, together with the notes forming part
thereof, for the year then ended.

It is the responsibility of the Company's Board of Directors to establish and maintain a system of internal control, and
prepare and present the financial statements in conformity with the approved accounting standards as applicable in
Pakistan and the requirements of the Insurance Ordinance, 2000 (}{XIX of 2000) and the Companies Ordinance, 1984
(¥LVIl of 1984). Our responsibility is Lo express an opinion on these statements based on our audit.

We conducted our audit in accordance with the Intemnational Standards on Auditing as applicable in Pakistan. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting policies used and
significant estimates made by the management, as well as, evaluating the overall financial statements presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion:

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

b)  the financial statements together with the notes thereon have been drawn up in conformity with the Insurance
Drdinance, 2000 and the Companies Ordinance, 1584, and accurately reflect the books and records of the Company
and are further in accordance with accounting policies consistently applied except for the changes as stated in note
2.5 of these financial statements, with which we concur:

c} the financial statements together with the notes thereon present fairly, in all material respects, the state of the
Company's affairs as at 31 December 2016 and of the comprehensive income, its cash flow and changes in equity for
the year then ended in accordance with approved accounting standards as applicable in Pakistan, and give the
information required to be disclosed by the Insurance Ordinance, 2000 and the Companies Ordinance, 1984; and

d} noZakatwas deductible under the Zakat and Ushr Ordinance, 1980 (XV1Il of 1380).
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Chartered Accountants
Engagement Partner: Faroog Hameed
Lahore: 23 February 2017
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ALFALAH INSURANCE COMPANY LIMITED

Balance Sheet as At 31 December 2016

Mote 2016 2015

{Rupees in thousand)
Share capital and reserves
Authorized capital
50,000,000 (31 December 2015: 50,000,000) ordinary 500,000 500,000

shares of R2.10 each
Issued, subscribed and paid up capital
50,000,000 (31 December 2015: 50,000,000) ordinary

shares of Rs.10 each 5 500,000 500,000
Share deposit money 1,381 1,381
General reserve 150,000 150,000
Unappropriated profit 281,643 153,835
933,024 805,316
Underwriting provisions
Provision for outstanding claims [including IBNR] 485,892 499 376
Provizsion for uneamed premium 628,930 575,991
Commission income unearnead 66,308 60,543
Total underwriting provisions 1,181,130 1,135,910

Deferred liabilities
Deferred taxation 6 134 1,571

Creditors and accruals

Premium received in advance 251N 5,531
Amounts due to other insurers / reinsurers 381,208 233,804
Accrued expenses T 84,807 75948
Taxation - payments less provision 10,231 -
Other creditors and accruals 8 169,800 113,110
648,557 428 393

Dther liabilities

Deposits and other payables 9 17,198 5.563
TOTAL LIABILITIES 1,847,019 1.571.437
Total liabilities of takaful operations - OPF 28,383 -
TOTAL EQUITY AND LIABILITIES 2,808,426 2,376,753
CONTINGENCIES AND COMMITMENTS 10

The annexed notes from 1 to 33 form an integral part of these financial statements.
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ALFALAH INSURANCE COMPANY LIMITED

Balance Sheet as At 31 December 2016

Note 2016 2015
(Rupees in thousand)

Cash and bank deposits

Cash and other equivalents 1 1,371 1204
Current and other accounts 12 373,395 131,265
Deposits maturing within 12 months 13 - -
374,766 132 469
Loan - secured considered good
To employees 14 4,114 2,685
Investmenis 15 745,948 969,323
Other azsets
Premiums due but unpaid - unsecured 16 571,359 430,587
Amounts due from other insurers / reinsurers - unsecured 17 136,248 113,428
Salvage recovernies accrued 10,127 5,960
Accrued investment income 2,046 2,030
Reinsurance recoveries against outstanding claims: 307,497 311,880
Deferred commission expense 54,274 37,390
Prepayments - prepaid reinsurance premium ceded 306,902 278 3897
- others 10,497 12,790
Taxation - payments less provision - 1,736
Sundry receivables 18 20,845 5,500
1,419,795 1,199,698
Fixed assets 19
Land - freehold 121,671 -
Building on leasehoid land 12,610 17,667
Furniture, fixtiures and office equipment 14,911 18,650
Motor vehicles 32,061 28,784
181,253 65,101
Capital work in progress T42 4 606
Intangible
Computer software 20 1,535 2871
Total assets of takaful operations - OPF 21 80,273 -
TOTAL ASSETS 2,808,426 2,376,753
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ALFALAH INSURANCE COMPANY LIMITED

Statement Of Comprehensive Income
For The Year Ended 31 December 2016

Marine,
Fiire and aviation Dihers
property and including Total
Hole damage iransporl Motor Health  Miscellaneous 206 A5

{Rupees in thousand)
Revemnue acoount
Mel premium revenue 47,381 18,928 383,260 424 208 42,809 216,586 T, 180
Ml clsime (B, 408) {3.982) (160,202} (308.219) (15,555) (453,076) {429.297)
Maragemenl expenses 22 (51,161) (14,936} {94.321) {54,B52) (59,175) (ZT74,445) {267,333)
Nel camimission 38,186 7,840 {27.,580) {57.,540) 71,51 33 .27 0o, 608
Underwriting resull 28,958 7,840 100,447 5197 39,610 182,092 180,158
Irreesimenl ncomes 114,970 75583
Dihest income 23 4437 1.554
e ard on Expeimses 24 (108,41 {103,784

10,993 (36,647}

Profil befone L frosmn gereral nsurance birsiness 193,085 153511
Profil before Lax Irom General Window Takalul Opeaions - OPF - 25 1,890
Profit before taxalion 194,975 153,51
TFaxalion 26 (65,602) (38.297)
Profil after Eaxation 129,373 115,214
Other comprehensive loss
ltems nol bo be reclassified Lo profil and loss in subsequent periods
Re-messurerment loss on defined benefil obligalinms {1,665) {2.507)
Total comprehensive income for the year 127, 706 112 707
Batance al the commencement of he year 153,935 258,930
Irdesien dividend lor e yecar - (17.702)
Transler 1o reserve for issuanme of bonus shanes - {200,000}
Tkl comprshensive income for B pear 127, T0B 112, 707
Balance of unappropriated profits al the end of the year Z81,643 153,935
Earnings per share - basic and diluted - Rupees (note 27T) 2.58 2.30

The amnexed noles fom 1 o 33 Tonn an nbegral part of hese nancial stalements.

N Sawiwl.

Principal Officer and
Chief Executive



ALFALAH INSURANCE COMPANY LIMITED

Statement Of Changes In Equity
For The Year Ended 31 December 2016

Capital Reserve Revemse Reserne
Share Reserve for
Share deposit msuance ol General  Unappropriated
capital money bonus shares reserve Profit Total
(Rupees in thousand)

Balance a8 al 01 January 2015 30,000 1.381 = 150,000 258,830 o031
Profit after tax for the year - = = = 115214 2214
Other comprenensive loss for the year - - - - (2.507) (2507
Tolal comprehensive income for the year - - - - 112,707 nzror
Interim dividend lor the year 2015 - = E g {17702} {17 70e)
Transler to reserve for [ssue of bonis shares - - 200,000 - {200,000}
lasuance of bonus shares 200,000 = (200,000}

i 2 shares for every 3 ordinary shares

Balance a3 al 31 December 2015 00,000 1381 = 150, (00 153,935 805,316

Balance as at 11 January 2016 500,000 1.381 = 150,000 153,935 805,316
Profit afler tax for the year - - = = 128,373 128,373
Other comprehensive loss for the year - - - - I {1

Total comprehensive income lor the year - - - = 127,708 127,708
Balance a3 at 31 December 2016 500,000 1,381 = 150,000 281,643 933,024
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ALFALAH INSURANCE COMPANY LIMITED

Cash Flow Statement
For The Year Ended 31 December 2016

2016 2015
{Rupees in thousand)

Operating cash flows

Underwriting activities

Premiums received 1,779,132 1,490,285
Reinsurance premiums paid (713.474) (BB6,116)
Commissions received 132,493 263,893
Commissions paid (206,829) (64, 292)
Claims paid (B61,774) (293,629)
Reinsurance recovenes received 359,597 160,324
Management expense paid (281,206) (273,234)
Het cash inflow from underwriting activities 207,939 97,231
Other operating activities

Income tax paid (55,072) (37,758)
Other operating payments {71,722) (70,548)
Other operating receipts 66 398
Loan repayment received 6,792 (6,175)
Loan advanced (8,221) 7,400
Net cash outflow from other operating activities (128.15T) (106,683)
Total cash inflow | {outflow) from all operating activities 79,782 {9,452)
Investment activities

Profit [ retum received 23,754 19,486
Dividend received 13,946 10,653
Window Takaful Operations {50,000} -
Sale of investments 2 603,982 2 004 910
Purchase of investments (2,302,186) (2,068,503
Proceeds from disposal of fixed assets 12,642 2434
Fixed capital expenditure (139,623 {16,998)
Total cazh inflow | (outflow) from investing activities 162,515 {48,018)
Financing activities

Dividend paid - {17,702}
Net cash inflow | (outflow) from all activities 242297 (F2A72)
Cash at the beginning of the year 132 469 207 641
Cash at the end of the year 374,766 132 469

The: annexed notes from 1 to 33 form an integral part of these financial statements.
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ALFALAH INSURANCE COMPANY LIMITED

Cash Flow Statement
For The Year Ended 31 December 2016

2016 2015
{Rupees in thousand)

Reconciliation to profit and loss account

Operating cash flows 79,782 (9.452)
Depreciation of tangibles (19,064) (18,631)
Amortization of intangibles (1,336) (1,134)
Increase in assets other than cash 221,510 164 554
Increase in liabilities (273,917) (97 .320)
Un-realized gain in value of held for trading investment 2,193 10,155
Others

Gain on disposal of investments 76,964 36,059
Profit from General Window Takaful Operations 1,890 -
Impaimment in value of available for sale investments (409) (286)
Gain on disposal of fixed asseis 4371 1,156
Dividend and other investment income 37,389 30113
Profit after taxation 129,373 115,214
Definition of cash

Cash for the purposes of the Cash Flow Statement consists of:
Cash and other equivalents

Cash in hand - note 11 548 631
Stamps in hand - note 11 823 573
1,371 1,204

Current and other accounts
Current accounts = note 12 99,396 26,520
Saving accounts - note 12 273,999 104,745
373,395 131,265
Deposits maturing within 12 months - note 13 - -
374,766 132 469

The annexed notes from 1 to 33 form an integral part of these financial statements.
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ALFALAH INSURANCE COMPANY LIMITED

Statement Of Premiums
For The Year Ended 31 December 2016

Unearmed premium Prepaid reinsurance

F roserve F ¥ o promium coded Reinsurance Met praimiur raove e
Direct and tac written Dpening Closing ] ceded Opening Closing ! 2016 2015
{Foupsas in thaugand)
Class
Firc: and proporty dameege 36, B Hann 219,522 Q65507 i BES 210903 190,636 418136 &7, 381 A5,312
Mannc, aabon and transport 127,531 123,172 4415 136,234 7,366 17366 1B.928 ]
Moior JBG, G P B i T84 BOT 4001 51 15,837 3,50 2385 i7.0o1 IE1ZED 35479
Hialth &58,171 840 21581 anE 128 22,361 4,061 443 1,519 74,208 s3I
(Hhers including misocilaneous 505,285 FEoor 168, 103 412,159 479, B84 55,5073 109,477 3m,2=0 LR i) 43,737

!ﬂﬁ:”’ h"E1 E&m 1£."1 Jre mer Ziﬁ I ﬁ ﬁ IE

The annexed noles from 1 o 33 form an inlegrai par of these inancial stalemenis.
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ALFALAH INSURANCE COMPANY LIMITED

Statement Of Claims
For The Year Ended 31 December 2016

Busincss undenariten inside Paidstan

Claims Dutstanding claims Claims  mecoverics g claems. IECOVETICS Met claim exponse
Direct and facultative pasd __Dpening Closing p received Dpening Clasing revenue 2HE 015
[Rupccs in towsand)
GClass
Firc: and proporty damage 38,17 1B0EN 1,526 158,585 0,30 17,5496 BOE21 182,277 6,408 19,750
Marmec, aviaion and ransport 64,53 0,836 804 53,321 5,34 29,352 20379 43,379 1992 7,840
Moior 152,641 ) B, 5 161,628 ) 61 Ba7 TI5 160,502 14B.47H
Heath AIIFF £, 9596 58, S 30075 3,166 EE1 3B5T 306,219 248,550
Oihcrs including miscollancous 101,574 89T 241,578 164,580 BHAIT 164,481 224, GES 148,02 15,555 4,115
Total BITT4 459376 Ant HOE B8 750 35, T 311, BBO 307 457 FERwTY 433,076 475,797

Th annceed notes. from 1 1o 33 foam an micgral port of hose bnancial sialcmonts.
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ALFALAH INSURANCE COMPANY LIMITED

Statement Of Expenses
For The Year Ended 31 December 2016

paid or Deforred commission COMMESSIOn  management UnocraTitng ftrom Mt

Dérect and fac Iy Dpening Clasing 2ME S
(RupeEs in thousand)

Class

Fir and property damage U0, 5T 18,248 21,448 BEIT 51,161 181 96,557 11,975 18,080

Masre, awialion and Fanspor 20,E54 zm = Frkr] 14,93 37,20 30,764 7096 5347

Moior 20,354 13,138 14,354 28738 541 122 560 543 17,31 136, 108

Hialth 62ET ui4 5T B2, 75 (28 1] 17,607 4,B15 e 42,090

Others inchsding misooilancous BB 3245 17,174 B8 58,17 124,066 136,432 (12355} {34,450

. —E, AL, il 200, ST, BU0ESs, 1L .. ;- ST

The anncxed nobes from: 1 10 33 lorms an nlegral pan of Shese: inanoial sialements.
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ALFALAH INSURANCE COMPANY LIMITED

Statement Of Investment Income
For The Year Ended 31 December 2016

2016 2015

(Rupees in thousand)

Income from trading investiments

Gain on sale of held lor rading investmenls 23,827 36,289
Dividend income 1,366 4,776
25,193 41,065
Income from non-trading investments
Held to maturity
Return on Governmenl Securilies 4 855 3978
Redurn on other fixed income securilies and deposils 18,461 15458
23,316 19,436
Available for sale
Dividend income 12,707 5,901
Gain / (loss) on sale of available for sale investmenis 53137 {230
65,844 5,611
Un-realized gain in value of held for irading investmenis 2193 10,155
Impairment in value of available for sale investments (409) (286)
Investment expenses {1,167) {458)
Met investment income for the year 114,970 75583

The annexed noles rom 1 o 33 form an integral parl of these inancial stalements.

N Lannk

incipal Officer and
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

21

232

2.3

2.4

25

LEGAL STATUS AND NATURE OF BUSINESS

Alfalah Insurance Company Limited (the Company) is a general nonlife insurance company which was
incorporaked as an unguoled public kmiled company in Pakislan on 21 Decembear 2005 under he Companies
Ordinance, 1984, The regislered office of the Company is siluated al 5-Sainl Mary Park, Gulberg lil, Lahore. The
Company has boen allowed lo work as Window Takaful Operalor on 30 Seplember 2015 by Securities and
Exchange Commission of Pakistan under Takaful Rules, 2012 lo carry on General Window Takalul Operations in
Pakistan.

BASIS OF PREPARATION

Thes=a financial stalements havebeen preparedin accordance with the requirements ol the Insurance Ordinance
2000, the SEC (Insuramce) Rules, 2002, SECP Takaful Rules, 2012, the Companies Ondinance, 1984 and
approved accounting slandards as applicable in Pakistan. Approved accounting standards comprises of such
International Financial Reporing Standards (IFRS) issued by the International Accounling Slandards Board as
ara nolified under the provisions of the Companies Ordinance, 1984 Wherever, the requirements of the Insurance
Ordinance, 2000, SEC (Insurance) Rules, 2002, SECP Takalul Rules, 2012, the Companies Ordinance, 1984 or
direclives issued by the Securilies and Exchange Commission of Pakislan (SECP) differ with the requiremenls of
these standards, the reguirements of the Insurance Ordinance, 2000, SEC (Insurance) Rules, 2002, tha
Companies Ordinance, 1984 or the said direclives lake precedence.

During the year, the Company was granled permission by Securnlies and Exchange Comimession of Pakistan o
Iransacl Window Takaful Operations. As per the requirements of the SECP Takalul Rules 2012 and SECP
Circular No.25 of 2015 dated 09 July 2015, the assels, labililles and profil and loss of the Operalor's Fund of the
General Takaful Operalions of the Company have been presenled as a single line itern in the balance sheel and

stalemeant of comprehensive income of the Company respoctively.

A separale sel ol financial informalion of the General Window Takaful Operalions has been annexed lo lhese
financial statements as per the requirements of the Takalul Rules 2012,

Presentation Currency

The linancial slatemenis are presented in Pak Rupees, which is the Company's funclional and presentation
currancy. Figures in these financial statements have been rounded off 1o the nearest thousands of rupees unlass
olherwise stated.

Standards, Interpretations and Amendments to Published Approved Accounting Standards Effective
in 2016:

The accounting polickes adopled in the preparation of these inancal statements are consistent with thosa of tha
previous linancial year excepl as descrbe below:

Mew Standards, Interpretations and Amendments

The Company has adopled the following accounting standard and the amendmenls and inlerpralation of IFRSs
which became effective for the current year:

IFRS 10, Consoidaled Financial Slalements, Disclosure of Inleresls in Other Enlilies and
IFRS 12 & Separale Financial Sialemenls — Invesimenl Entiies: Applying the Consolidation
IAS 28 Excaplion (Amendment)
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IFRS 11 Joint Arrangements - Accounling for Acquisiion of Inlerest in Joinl Operation
{Amendment)

AS 1 Presantation of Financial Stalements - Disclosure iniliative (Armendment)

IAS 16 & Property, Planl and Equipment and intangible assels - Clarification of Acceplable

IAS 38 Mathod of Depreciation and Amorization (Amendment)

IAS 16 & Property, Planl and Egquipmenl 1AS 41 Agriculture - Agricullure: Bearer Plantls
IAS 41 {Amendrmenl)

IAS 27 Seoparate Financial Statements — Equily Method in Soparale Financial Stalements
{Amandrmenl)

Improvements to Accounting Standards lssued by the IASB in September 2014

IFRS 5 Non-current Assels Held for Sale and Discontinued Oparations - Changes in methods
of disposal

IFRS T Financial Instrumenls: Disclosuras - Sarvicing conlracts

IFRS ¥ Financial Instruments: Disclosures - Applicabilily of the offselling disclosures o
condensed interim financial slalements

IAS 19 Employes Benalils - Discount rate: regional markel issue

IAS 34 Interim Financial Reporting - Disclosure of information ‘elsewhere in the interim inancial
report’

The adoplion of the above standards, amendment and improvement o accounting standards did nol have any
effect on the condensed interim financial stalements.

Standards, Inlerpretations and Amendments 1o Published Approved Accounting Standards That are
Mot Yet Effective:

The lollowing slandards, amendmenis and interpretalions with respect o the approved accounting slandards as
appkcable in Pakistan would ba effective from the dates mentionad bolow against the respoctive standard or
interpralation:

Effective dale
(annual periods beginning
Standard or Interpretation on or after)

IFRS 2 Share-based Paymenls — Classificalion and Measuremenl of 01 January 2018
Sharo-based Payments Transaclions (Amendments )

IFRS 10 Consolidated Financial Stalemenls and 1AS 28 Investment in Defarred indafinilely
Aszociales and Joinl Venlures - Sale or Conlribulion of Assals
between an lwvestor and its  Associale or Joinl Venlure
{Amendrmenl)

IAS ¥ Slaternant of Cash flows - Disclosure aboul changes in abillies M January 2016
arising from financing aclivilies (Amendmenis)

A5 12 Income Taxes — Recognilion of Deferred Tax Assels for 01 January 2017
Unrealized Losses (Amendmenls)

IFRS 4 Insurance Contracts. Applying IFRS 9 Financial Instruments with 1 January 2018
IFRS 4 Insurance Conlracts — (Amendments)

1AS 40 Investimenl Propery: Translers of Invesiment Properly M January 2018
{Amendmenls)

IFRIC 22 - Foreign Currency Transacbons and Advance Consideration 01 January 2018

The above slandards and amendmenils are nol expecled 1o haveany malenal impact on the Company’s financial
slalements in the perod of initial application. Applicabilily of IFRS 4 to insurers has nol been verdfied by the
SECP.
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4.1

In addibicn o the above standards and amendments, improvements o vanous accountng standards have also
been ssued by the IASE in December 2016. Such improvements are generally effective for accounling perods
beginning on of after 01 January 2017, The Company aexpects that such improvemnentslo the standands will nol
have any impact on the Company’s finandal statemants in the perod of intial application.

Further, following new slandards have been ssued by IASB which are yel o be nolified by the SECP for the
purpose of applicability in Pakistan. The Company does nol expecl a significanl impacl on ils financial
slatements afler applicability of IFRS 14, wheraas il is in process of assassing he impacd of olher standards.

IASB Effective date
{annual periods beginning
Standard on or after)
IFRS 1 - Firsl time adoption of International Financial Reporting Standards 01 January 2009
IFRS 9 - Financial Instruments: Classiication and Measurement 01 January 2018
IFRS 14 - Hegulatory Deferral Accounts 01 January 2016
IFRS 15 - Revenue from Confracts with Cuslormers 01 January 2018
IFRS 16 - lLeases 01 January 2019

BASIS OF MEASUREMENT

These finandial stalements have been prepared under the histonical cosl convention, except for revaluation of
cerlain financial nstruments al fair value and recognition of cerlain employes relirement benefils at presen value.

The Company's significant accounting policies are stated in note 4. Nol all of thesa significant pobcies require
the managemenl 1o make difficull, subjective or complex judgments or estimales. The following is intended o
provide an understanding of the policies the managemenl considers crbcal because ol their complexily,
judgment and estimation nvolvedin their application and thair impact on these financial stalemants. Estimales
and judgments are continually evaluated and are based on historical expenence, including expectations of futura
evenls thal are believed lo be reasonable under the crcumstances. These judgments invelve assumpbons of
estimates in respect of fulure events and the actual results may differ from these estimates. The areas involving a
higher degree of judgments or complexily or areas where assumpbions and estimates are significant o the
fimancial slalements ane as follows:

a) Provision for outstanding claims including incured but not reported (IBNR) (note 4.2);
b) Premium defciency reserve (nobe 4.3);

c) Provision for laxaton (nole 4.6);

d) Employes retirement banefils (nobte 4.7); and

a) Uselul ife and residual values of fixed assels (nole 4.16)

SIGNIFICANT ACCOUNTING POLIGIES

The significant accounling policies adopted in the preparation of these financial statements are set oul below.
These policies have bean consistently applied Lo all the periods presented, unbess olherwise slabed.

Insurance Gontracts

Insurance conlracts are those contracts wnder which the Company as insurer has accepled insurance rsk from
the insurance conlracl holder (insured) by agreeing lo compensale the nsured if a specified uncertain fulure
evenl (the nsured evenl) adversely affects the insured. Once a conlfact has been classified as an Msurancs
contract, it remains an insurance contracl for the remainder of its enure, even if the insurance risk reduces
significantly during this perod, unless all rights and obligations are extinguished or expired.
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Insurance contracts are classified into following main calegones, depending on the nature and duration of sk
and whether or fiol the terms and conditions are fooed.

- Fire and property damage

- Marine, aviation and ransport
- Motor

- Accident and Heailth

- Dthers including miscellaneous

These contracls are normally one year insurance conlracts excepl manne and some conlracts of othars
including miscellansous class. Normally all marine insurance conlracts are of three months perod. In others
including miscellaneous dass, some anginearing insufance conlracts are of more than one year peod.

These contracts are provided to all lypes of customers based on assessment of insurance risk by the Company.
Mormally personal insurance conlracts e.g. wehicle, personal accident, elc. are provided to individual customers,
wheroas insurance conlracts of fire and properly damago, marne, avialion and Fansporl, health and olher
commercial line products ane provided 1o commercial organizalions.

Fire and property damage insurance confracts mainly compensate the Company's customers for damage
sufferad lo thelr properlies or for the value of properly lesl. Cuslomers who underlake commercial aclivilies on
thair premises could akso receive compeansalion for the loss of eamings cawsed by the nability o use e insurod
properties in their business activities.

Marine Insurance covers the loss or damage of wessels, cargo, terminals, and any ransport or property by which
cargo is transfemed, acquired, or held between the points of ongin and final destination_

Molor insurance provides prolection against losses incurred as a result of theft, traffic accidents and against therd
parly lizability thal could be incurred in an accidenl.

Accident and health business referred lo as Heallh insurance provides prolecion against losses incurred as a
resull of medical illnesses, surgical operations, accidantal injuries and accidental death.

Other varous types of insurance are classified in others including miscellaneous category which includes,
terronsm, personal accident, worker compensation, products of financial instilulions, crop elc.

The Company also accepls nsurance nsk perlaining o nsurance conlracts of other insurer as mEINsUrance
inward. The insurance risk involved i these conlracts is similar o the conlracls underlaken by the Company as
inesurar. All reinsurance imsand conlracts are facullative (speclic fsk) acceplance conliacts.

42 Provision for Outstanding Claims Including Incurmred But not Reported (IBNR)

The Company recognizes liability n respect of all claims mncurred up o the balance sheet date which is
measured al the undiscounted value of the expecled lulure payments. The claims are considerad lo be incurred
al the bme of the nodent giving fise to the cdaim excepl as olherwise axpressly indicated i an insurance
contract.

Provision for liability in respect of unpaid reported daims is made on the basis of individual case estimates. The
liability for claims includes amounts in refation lo unpaid reported claims, claims incumed bul nol reported (IBNR)
and expacled clams selllemeant cosls.
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Reinsurance recovenes against oulstanding camms are recognized on ocourrence of the related claim hability.
These are recorded as an assel and measured al the amount expecied 1o be received.
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Claims incurred but not reported

The provision for claims incurred bul nol reported (IBNR) is made at the balance sheet dale. In accordance with
SECP circular no. 9 of 206, the Company has changed ils method of estimation of IBNR. The Company now
lakes acluaral advice for the delarmination of IBNR claims. IBNR claim have boen estimated wsing Chain Ladder
{CL) methodology. The Chain Ladder {CL) Method involves determination of development factors or link ratios for
each period. These are then subsequently combined to delermine Cumulative Developmenl Factor (COF) which
represents the extent of fulure developmenl of claims lo reach their ultimate level.

Uplo previous year the provision for IBNR was acoounted for on the basis whereby all claims incurred before the
yaar end bul repored subsequently were aggregaled and the ralio of such claims o outstanding claims was
appled o oulstanding claims al the eporling date (excopl exceplional losses) lo armiveal lability for IBNR. The
analysis was camed oul saparalely for sach class of business.

Had the method for estimating IBNR claims, not been changed, the provision for outstanding claims would have
been higher by Rs.4.9 million and reinsurance recoveriss against oulstanding claims would have bean lower by
Rs. 0U6 million and profl for the year woubd have bean lower by Rs.5.6 million.

Premium Deficiency Reserve [Liability Adequacy Test)

The Company maintaing a provision in respact of premium deficency for the class of business where the
unearned pramium liabiity is nol adequate 1o meel the expecled fulure Hability, after reinsurance, from claims
and other supplementary axpenses expecled o be incumed afler the balance sheel dale i respect of the
unexpired policies in thal class of business al the balance sheel date. The movement in the premiwem deficiency
reserve s recorded as an expensa [ income in the profit and loss account for the year.

For this purpose average loss ratio of last three years inclusive of claim setement cost bul excuding
axcaplional claims are laken into consideration lo delermine ullimale loss ralio excepl for health which ks based
on actuarial valuation. Judgmenl ks used is assessing he extend to which pasl rends may nol apply in e oF
the effects of ono-off caims. Il these ralios are adverse, premium deficiency is delermined. The loss ratios
eshmated on these basis for the unexpired portion are as follows:

2016 2015
- Fire and property damage 52% 66%
- Marine, avialion and ransporl 32% 44%
- Maolor 41% 40%
- Accdental and health % B1%
- Others including miscollaneous 19% 1%

Based on an analysis of loss ratios for the expired period of each reportable segment, management considers
thal the uneamed premium reserve for all dasses of business as al the year end s adequale to meal the
axpecioed future lability aller reinsurance daims and olher expanses, expeclod to be ncurmed afler the balanca
sheel dale in respect of policses in those dasses of business in force at the balance sheel date. Henoa, no
resenve for the same has been made in these financial statements.

Provision for Unearmed Premium

Provision for uneamed premium reprasants the portion of premium written retating © the unexpired panod of
coverage and s recognized as a kability by the Company on the following basis:

- for manine cango business, pramium wiitlen is recognized as provision for unearned premium unti the
commeancameant of voyage.

- for other classes pramium writlen is recognized as provision for unearmed pramium by applying the
1/241h mathod as specified in the SEC (Insurance) Rules, 2002
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4.5 Commission Income Unearned

Uneamed commission income from the reinsurars represants the portion of commission income ralating o the
unexpired pertod of reinsurance coverage and ks recognized as a kabiily. | s calculated in accordance with the
pattern of ils related prepaid reinsurance premium ceded.

4.6 Taxation
Currant

Provision of current tax s based on the laxable income for the year delermined in accordance with the prevaiing
law for laxation of income. The charge for currenl lax s calculated using prevailing tax rales or lax rales
axpocted 1o apply o the profil for the year i enacled. The charge for curment tax also indudes adjustments,
where considerad necessary, 1o provision for lax made in previous years ansing rom assessments framed during
the year for such years.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences
arising from differences belweean the carmying amounl of assels and liabililies in the financial stalements and the
coffesponding tax bases used in the compulation of the laxable profit Delerred tax labiliies are generally
recogqnized for all laxable lemporary differances and deferred lax assels are recognized o the extant thal it s
probable that taxable profits will be available against which the deductible temporary differences, unused tax
losses and tax credils can be ulilized.

Deferred tax is calculated al the rates thal are expected lo apply o the period when the differences reverse
based on tax rales thal have been enacted or substanlively enacled by the balance sheel date. Deferred lax is
charged or credited in the income statement, excepl in the case of dems credited or charged to equily in which
case il is included in aguity.

4.7 Employes Retirement Benefits
The main fealures of the schemes operaled by the Company for its employees are as follows:
4.71 Defined Contribution Plan

The Company has established an approved conltributory provident fund for all permanent employees. Equal
monthly contribulions are made by the Company and employees o the fund al the rale B.33% (2015: 8.33%) of

basi: salary . Conlributions made by the Company afe recognized as exponsa.
4.7.2 Defined Benefit Plan

The Company has established an approved gratuity fund for all permanent employees. Monthly contributions are
made lo the fund on the basis of acluarial recommendations and in line with the provisions of the Income Tax
Ordinance, 2001. The latesl actuanal valuation was carmied out as al 31 December 2016.

The fulure contribution rates of these plans include allowances for deficl and surplus. Projected wunil credil
method, using the following significant assumplions, is used for valuation of this scheme:

2016 2015
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- Discount rake B.0% per annum  9.0% per annum
- Expecled rate of increase in salary level T.0% per annum  B.0% per annum
- Expecled rake of relurn on plan asseals B.0% per annum  9.0% per annum
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4.8

4.3

4.10

4.1

4.1.1

4.11.2

Retirernant benefits are payable to staff on completion of prescribed qualifying perod of service under thess
schames.

Actuarial gains or losses are recognized in ather comprahensive income when they occur. Amounts recorded in
profit and loss are limited lo current and past service cosls, gains of losses on selllements and net interest

mncome (expensa).

Amount Due to [ From Other Insurers /| Reinsurers

Amounts due lo [ from other insurers | rensurers are carmied al cost less provision for impairment, if any. Cosl
represents the fair value of the consideration lo be paid / received in future for the semvices recaived | rendened.

Creditors, Accruals and Provisions

Liabilites for credilors and other amounts payable are carmed at cost which s the fair valueof the consideration
fo b paid in the future for the goods and / or services received, whether or nol billed 1o the Company.

Prowisions are recognized when the Company has a present legal or constructive obligation as a resull of past
events, il is probabie thal an outflow of resources embodying economic banefits will be required lo saille the
oblgation and relable estimate of the amount can be made. Provisions are reviewad al each balance sheal dale
and adjusted to reflect the current best astimate.

Cash and CGash Equivalents

Cash and cash equivalants are carmed in the balance sheel al cost.  For the purposes of cash flow stalement,
cash and cash equivalents comprise cash in hand, deposils with banks and stamps in hand.

Investments

Recognition

All invesimenls are inilially recognized al cost, being the fair value of the consideration given and include
transaction costs. These are classified into the following categones:

Held 1o maturity
Available for sale
Held for Irading

All ‘regular way' purchases and sales of financial assels are accounted for al trade datle.

Measurement

Held To Maturity

Invesiments with fixed maturity that the management has the inlenl and ability to hold to malurly are classified
as held to malurily and are indially measured al cost and al subsequent reporting dales measuned al amorlized
cost using the effective yvield method.

Any premium paid or discount availed on acquisiion of held o maturity investmenls is defered and included n
the income for the perod on a siraighl-line-basis over the lerm of the investmenl
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Available for Sale

The financial assels ncluding investments in associaled underakings where the Company does nol have
significan! influence thal are intended to be held for an indefinite period of ime or may be sold in responss to the
need for Bguidily are classifiod as available lor sale.

Subsequent o inilial recognition al cosl, thesa are staled al the lower of cost or market value (market value
being laken as lower if the fall i other than lemporary] in accordance with the requirements of the S.R.0. 938
issued by the SECP in December 2002, The Company uses latest stock exchange quotalions i an aclive
markeal 1o delermine the markel value of iis quoted investments whereas, impairmeant of unguoted investments s
compuled by reference o nel assels of the investee on the basis ol the lalesl available awdited | unaudited
financial stalemenls.

Had these investments been measured al fair valueas required by 1AS 39, the Company's net equity would have
been higher by Rs.52_ 164 million (2015: higher by Rs. 9.454 million).

Gain [ {loss) on sale of available for sale investments ane recognized in profit and loss account.
Held for Trading

Thesea financial assels are acquired prncipally for the purpose ol generating profit from short-lerm fluctuations in
price or are par of a portfolio for which there is a recenl actual pattern of shorl-lerm profil laking and are induded
in current assels.

Subsequent lo mitial recogniton thesa are re-measured al fir value by reference o guoted markel prices with
the resulling gain / {loss) baing included in net profit / (loss) for the pericd in which il arises.

412 Premiums Due But Unpaid

Thesa are recognized al cost, which is the fair valueof the consideration given less provision for doubtful debls, i
any.

413 Reinsurance Recoveries Against Outstanding Claims

Reinsurance recoveries are recognized as an assel al the same lime as the claims which give rise to the right of
racovery are recognized s a liability and are measured at the amount expeciad lo be received.

414 Deferred Commission Expanse

It represants the portion of commission expense relating to the unexpired percd of insurance contract and s
recognized as an assel ILis calculated in accordance wilh the paltern of its related unearned premium income.

415 Prepaid Reinsurance Premium Ceded

It represents the perlion of reinsurance pramium ceded relaling o the unexpired period of reinsurance coverage
and is recognized as a prepaymenl. It is calculated in accordance with the patlern of its related unearmed
prOmium income.

416 Fixed Assets

Tangible
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Thesea are stated al cosl, ssgnifying histoncal cost, less accumulaled depreciabion and any identified impairment
hoss.
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4.1B

The assels' resdual values and useful lives are reviewed, al each financal year end, and adjusted il impact on
deprecialion is significanl. The Company’s eslimale of the residual value of ils langible fixed assels as al 31
Decamber 2016 has nol required any adjustiment.

Depreciation on all foeed assels s charged o profil and loss account on the straight line method 0 as o wrile
off deprecable amounl of an assel over iis useful life al the rates slaled in nobe 19. The assels' residual values
and uselul ives ane reviewed, al sach financial year end, and adjusted il impac on depreciation is significanl

Deapreciation on addiions 1o fixed assebs ks chargad from the month in which an assel is acquired or capilalized,
while no depreciation is charged for the month in which the assel is disposed off.

Subsequent costs are included in the assel's camying amounl or recognized as a separale assel, as
appropriate, only when il is probable thal fulure economic benelils associated wilh the items will flow 1o the
Company and the cosl of the ilem can be measured relzbly. All other repair and maintenance cosls are charged
1o income during the perod in which they are incurred.

The gain or loss on disposal or etiremeant of an assel, represented by the difference between the sale proceeds
ard the carrying amount of the assal, is recognized as an income or expensa.

Intangible

Expenditure incurred lo acquire compuler software ame capitalized as inlangible assels and slaled al cosl less
accumulated amorization and any denlified impairment loss. Intangible assels are amordized al the rate

specifiad in nota 20.

Amortization on addiions 1o intangible assels s charged from the month in which an assel is acguired or
capilalized, while no amortizalion is charged for the month in which the assel is disposed off.

The Company assesses al each balance sheel dale whelher there is any indication that intangible assel may be
impaired_ If such indication exisls, the camying amount of such assets are reviewad 1o assess whether they are
recorded in excess of their recoverable amounl Where camrying values exceed the respective recoverable
amounl, assels are wrillen down lo their recoverable amounts and the resulling impairment loss is recognized n
income currently. The recoverabla amounl ks the higher of an asset's fair value less costs 10 soll or value in use.
Where an impairmeant loss is recognized, the amorization charge is adjusted in the future periods to allocate the
assel's revised camying amounl over ils estimaled uselul life.

Financial Instruments

Financial assels and financial abilibes are recognized al the bme when the Company becomes a parly o the
contraciual provisions of the instrument and de-recognized when the Company loses confrol of contractual nghls
thal comprise the financial assels and in the case of financial Rabiliies when the obligabon specified in the
contract is discharged, cancelled or expired. Ay gain or loss on derecognibion of financial assels and financial
hiabilitios s included in the profit and loss accounl for the yvear.

Financal instruments carred on the balance sheel include cash and bank deposils, mvesimenls, premiums dua
but unpaid, amounts due from other insurers | reinsurers, accrued vestmen! income, Salvage recovenos
accruad, reinsurance recovanes agans! oulstanding claims, sundry receivables, provision for cutstanding daims,
amounts due lo other insurers | rensurers, accrued expenses and sundry creditors. All financial assels and
habilitios are imlially measured al cosl, which is the fir value of consideralion given and received respechively.
Thesea financial assets and liabilities are subsequently measured al fair value or cosl as the case may be. The
particular recognilion methods adopled are disclosed i the individual policy statements associaled with sach
arm.

Offsetting of Financial Assets and Financial Liabilities

Financial assels and labilites are offset and the nel amount is repored in the inancial stalemenls only whan
there is a legally enforceable rght to set off the recognized amount and the Company intends either o sattle on
a net basis or lo realize the assels and lo sellle the labilities simullanecusly.
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419 Revenue Recognition
Premium Income

Premium income under a policy s recognized over the penod of insurance from the dale of issuance on the

following basis:
(a) For business other than marine cango business, evenly over the pencd of the policy,
(b) For manne carge business, immedialaly after the commencement of voyage, and

Where the paltern of incidenca of nsk vanes over the penod of the policy, premium is recognized as revenus in
accordance with the patlem of the incidence of risk.

Administrative Surcharge

This represents documentation and other charges recovered by the Company from policy holders in respect of
polices issued, al a rale of 5% of the premium restricted o a maximum of following limits:

Class Rupees.
Fire 3,000
Marina 3,000
Maoitor 3,000
Engineering 5,000
Health 5,000
Other including Misoollaneous 5,000

Premmium written includes adminisirative surchare amounting o Bs. 22.3 million (2015 Rs 22 3 million).
Dividend Income and Bonus Shares

Dividend income and entifament of bonus shares are recognized when right o receive such dividend and bonus
shares is eslablished.

Gain / (loss) on sale of investments is taken o the profil and loss account in the year of sale as per rade date.

Income on Held to Maturity Investments

Income on hald 1o maturily investments is recognized on a ime proportion basis laking into account the effective
yield on investments.

Miscellaneous Income
CHiher revenues are recognized on accrual basis.
420 Reinsurance Geded

The Company anlers into reinsurance confracts in the normal course of business in order io bmit the polential for
loesses arising from cerlain exposures. Oubward refnsurance premiums are accounbed for in the same period as
Ihe relaled premiums for the direcl or accapled reinsurance business baing reinsurad.

Reinsurance habdities represent balances due 1o reinsurance companies. Amounts payabde are esbmated in a
mannear consisbent with the relaled rensurance conlracl
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Reinsurance assels represent balances due from remsurance companies. Amounts recoverable from reinsurers
ane eslimaled in a manner consislent with the provision for culstanding claims or sellled claims associated with
the reinsurance policies and are in accordance wilh the relaled reinsurancs eontrack

Reinsurance assels are nol offsel against related insurance liabiities. ncome of expenses from reinsurance
conlract are not offsat againsl expenses of income from relaled insurance assels.

Reinsurance assels or liabilities are derecognized when the conltractual nights are extinguished or expired.
The Company assesses ils reinsurance assels for impairment on balance sheel date. If there is an objective

evidence that the reinsurance assel is impaired, the Company reduces Ihe carrying amount of the reinsurance
assel 1o ils recoverabla amounl and recognizes thal impairment loss in the profil and loss account.

4  Claims Expense

General insurance daims include all claims ocourring during the year, whather reparled or nol, related internal
and extermnal daims handiing costs thal anre direclly relaled to the processing and settlement of claims, a
reduction for the value of salvage and olher recovenes, and any adjustments o caims outstanding from previous
years.

422 Commission
Commission Expense

Commission expensea incurred in oblaining and recording insurance policies s deferred and recognized as an
assel on the attachment of the relaled risks. This expense s changed o the profil and loss account based on
the pattern of recognition of relaled premium revenue.

Commission Income

Commission income from reinsurers s recognized al the lime of issuance of the underlying insurance policy by
the Company. This income is deferred and brought lo account as revenue in accordance with the pattern of
recogqnibion of the rensurance premmium bo wihich it relates. Profit commission, il any, which the Company may be
anliled to undear the lerms of reinsurance, |5 recognized on accrual beasis.

423 Impairment

The camying amouwnl of the assels is reviewed al sach balance sheel dale lo determine whelher there is any
indication of impairment of any assel or a group of assets. If such indication axists, the recoverable amount of
such assels is estimaled and the impairment losses are recognized in the: profit and loss account currently.

Provisions for impairmenl are reviewed al each balance sheel dale and adjusied to reflect the currenl besi
estimales. Changes in Ihe provisions are recognized as income | expense curmently.

424 Foreign Currency Transactions and Translation

Foreign curmency transacltions are translaled inlo Pak Rupees using the aexchange rales prevailing al the dates of
the transactions. All monetary assels and kabiities n foreign curmencies ane translated into Pak Rupees at the
rates of exchange prevaiingal the balance sheel dale. Foreign exchange gains and losses on ranslation are
recognized in the profil and loss accounl All non-monelary ilems ane lranskaled inlo rupees al exchangs rales
prevailing on the dale of ransacton or on the date when Eir values are deterrmined.
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

425 Management Expenses

Expenses of management allocated to the underwriling business represent directly atiributable expenses and
irdirec] expenses allocated Lo the varous cdasses of business on the basis of gross premium wrillen. Expenses
nal allocable to the undanwriling business are charged as adminisirative expenses.

426 Expense Allocation to Takaful Operations

Exponses thal are direclly altfibutabds o the dislinguished operation of business thal is Comvenlional Insurance
Business and Takaful Business have been charged directly 1o the relevant operation. Whereas expanses incurmed
commonly lor both Takaful and Conventional Insurance businessaes have been allocated proportionately on the basis
of valume of business of respective operation.

427 Segment Reporting

A business segment 5 a distinguishable component of the Company thal s engaged in providing services that
are subject lo risks and returns thal are different from those of other business segments. The Company accounts
for segmenl repofing of operaling resulls using the dasses of business as specied under the lRSurancs
Ordinance, 2000 and the SEC (Insurance) Rules, 2002, The reported operating segments are also consistent
with the intermal reporting framework provided to Board of Direclors who are responsible for allocating resources
and assessing performance ol the oporaling segmants. Thea performance of segments is evalualedon the basis
of undenaTiting resulls of each segment

Based on ils classification of insurance confracts issued, the Company has five primary business segments for
reporling purposes namely fire, marine, molor, health and others including miscellaneows. The nalure and
business actvities of these segmenls are disclosed in note 4.1,

As the operabon of the Company are predominantly carried out in Pakistan, informaticn relating lo geographical
segmant is nol considerad relevanl.

Financing, investment and income laxes are managed on an overall basis and are therefore, nol allocaled to any
segmenl. The accounting pobcies of operating segmenl are the same as those descrbed in the summary of

significant accounting policies.
Azsels Nabilibes and capital expendilures thal are direclly allfibutable to segmenls have been assigned lo

them. Those assels and Babilibes which can nol be allocated o a particular segment on a reasonable basis are
reported as unallocated corporate assets and Habiliies.

428 Salvage Recoveries

Salvage recoveries ane recognized on estimaled basis based on pasl expenence and markel patlems and are in
line with the recognition of relaled claim expenses.
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements

For

5.1

B

B2

The Year Ended 31 December 2016

ISSUED, SUBSCRIBED AND PAID UF CAPITAL

2016 2015 2016 2015
{Number of shares) [Rupees in housand)
23000000 23000000 Ordnary shares of Re. 10 esch fully paid in cash 230,000 230,000
Organary ehares of Re. 10 esch, mswed a fuly
ZT000,000 27000000  paid bonus shares Z70,000 270,000
50,000,000 50,000,000 500,000 500,000

14,907 825 (2015; 14,907 B25) ordinary shares of the Company are held by Bank Altalsh Limited, an sssocialed undertsking as at 31
Decamber 2046,

Mavement in Paid up Capital Huinbes Rupees in

ol Shares Hhousand
As at 01 January 2015 300,000 300,000
Iesased @ fully paid bonus shares 200,000 200,000
As al 31 December 2015 500,000 500,000
Iasased as fully paid bonus shares - -
Az at 31 December 2016 500,000 500,000
DEFERRED TAXATION

The lishility for defermed taeation comgrises of temporary differences retaling to scoelerated tax depreciation.

Fatili] 2015
(Rupess in thowsand)
ACCRUED EXPENSES
Aocrued expenses 54,923 47,118
Bonius payable 2773 2B, 76T
EOBI payabile 1 63
B4, 807 5,048
OTHER CREDITORS AND ACCRUALS
Agent comimission payabie 108,422 50416
Federal nsurance fee - 1,677
Federal excise duty IT. 806 23,686
Gratulty payable - note B.4 1,962 3,086
Workers' weltare fund - nobe B.2 15,003 15,003
Otvers - nobe B.3 16,361 10,238
Payable to Farcpant fund 146 -
169,500 113,110
Gratuily Payabie
The amounts recognized in the balance sheel are as follows:
Presant value of defieed benefit obligation 43,820 36,749
Fair value of plan assets {41,858) {33 663)
Liability as at 31 Decamiber 1,962 3,086
Mat obligation & at 01 Jemeary 3,086 &
Chame io profit and koss scoount 4,708 5,079
Otfver comprenensaive incomes 1,743 2,507
Coampany contribution (7 STE) (4,506}
1,962 3,086
The Movemenl in the Present Value of Defined Benefit Obligation
Present value of defised benedt obligation &= ai 01 Jamisry 36,749 29 5918
Service onst 4,772 5315
Inlerest oost 3,246 2887
Benefits paid {1.350) (2.5417)
Experience adpstments 228 1470
Financial assaamplion 15 =
Presanl value of defireed benedit obligaton &s at 31 December 43;3] 36 740
The Movemenl in Fair Value of Plan Assels
Famr value as at 01 January 33,663 8.812
Expected rebum on plan assets 3,308 3,223
Coampany contributions 7,576 4,506
Benlits paid {1,350) (2.941)
Fetum on plan sssets excluding interest income {1,340} [1,037)

Falr value as al 31 December 41,858 33,663




ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

8.1.3 Plan Assets
Percentsge Fair Value
2016 215 2016 2015
{Rupees in thousand)

Irvestment in units of misusl unds 1% 2% L 586
Cash at bank 99% BE% 41241 33,077
41,858 33,663

2016 L]

{Rupees in thousand)
8.1.4 Actual Relurn on Plan Assets

Expecled returm on assets 3,309 3223
Achuarial iosg {1.3400 (1.037)
1,969 2,186
8.1.5 Charge to Profil and Loss Accournt
Current servios cost 4772 5315
Metinterest {63) {236}
Expense for fhe year 4 T 5,078

8.1.6 Re-measurements Recognized in Other Comprehensive income

Expenience adjustments 28 1470

Financial assurmption 175 -

Retum on plan assels exchiding nlerest income 1,340 1,037
1,743 2,507

8.1.7 Senaitivity Analysis on Significant Actuarial Assumplions: Actuarial Liability

Digeount rabe +1% {3,028) {2,502}
Discount rate -1% 3572 2,955
Fubure salary iresses +1% 3733 3,085
Future salary incresses -1% (3.209) (2.650)
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

The present value of defined bersfit obligation, fair value of plan assets and suiplus or defic of gratuity fund ke as Tollows:

2016 2015 2014 2013 2012
[Rupees in thowsand)

As at 31 December

Present valse of defined benafil obligation 43,320 36,740 918 24250 16,788
Fair value of plan assels {41,858) (33,663) (23,912) {21,705) {16,304}
Surpius | (Defict) 1,962 3,086 & 2,554 (206
Experience adjUstment

on obligation 0.52% 4.00% -4.47% 7.99% 10.97%
Experience adjustment

on plan assets 3.20% 3.08% 3.05% 1.82% AA0%

B2 Workers" Wellare Fund

Opening balance
Provision for e yesr

Payment
Balance as at 31 Decamber

2016 20135

(Rupees in thousand)
15.003 11,870
- 3,133
15,003 15,003

B21 The Finance Act 3008 infroduwced an amendment o Be Workers' Wellare Fund Ondinance, 1971 (WWF Ordinance ) Az a resull of this
amendment it may be construed that all Insurance companies have been brought wilhin the: scope of WWEF Ondinance.

Duging the year ended 31 December 2012, the Honorable Lahore High Court (LHC) in Constiutional Peltion relating lo e amendmsrnts
broughtto WWE Ordinance, 1971 Brough Finance Act, 2006 and the Finance Act, 2008, had declaned the sabd amendments as unkawiul and
unconstitutionsl. in March 3013, a larger bench of the Honorable Sidh High Court (SHC) passed an order dedaring fhal the ansendrmerls
Introduced in the WWF Ordinance, 1971 theough the Finance Act, 2006 and Finanoe Act, 2008 &0 nol sutfer rom any constilutional o legal
infarnity. However, e Honorabie Suprerme Cour of Pakistan declaned broadening he scope of WWE (bacorms applicabie for all commercal
orjanizations) o be voil. Based on e above developrments, the Compary has dedded not o make provision against WWE for the cument
year, however being prudent prion perioss provision fas not been reversed.

83 Unclaimed Insurance Benefits

Others include undaimed insurance benefits of Ra 1,568 thousand (2015 Rs. 1,464 thousand), aging of which is given below:

2016
w Mﬂlpd’ll‘l&l.h‘!ﬂ insurance benefils
166 Tin12 13024 251636  beyond 36 —
monlhs moniivs rmanihs months months
(Rupees in thousand)
Claims not uncashed - v 565 5O 162 1,588
Oiteer unciairmed benefis - . - . - -
232 565 ) 162 1,568
2015
Age-wise breakup of unclaimed insurance benefits
10 6 Tio 12 13 to 24 25t036  beyond 36 %
imef S mohllis FvGnllE e ls fmadths
(Rupess in thousand)
Claims nol uncashed 18 510 663 170 - 1,361
Oiher unclaimed benehis 4 1 b 18 - 100
L+
— .
= 73 511 Ta 168 1,461
™
= 16 25
% 3. DEPOSITS AND OTHER PAYABLES [Rupees in thousand)
o
&‘ edantion money 16 16
o Cash margin 17,082 5,447
= 17,198 5,563
=
% 10. CONTINGENCIES AND COMMITMENTS
<T 2016 2015

101 Contingencies

Cladm againet the comgany ol acinowletged as debl 261 261




ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

10.2 Commitments

The: amount of fulure payments under operating leases and T peniod in which Tese payrments will become due ane as Tollows;

G 2015
(Rupees in thousand)
Mok Laber Than o year 10,832 7,351
Later than o year and not laler than five years 19,997 30835
Later than five years 5972 -
36,801 38,196
11.  CASH AND OTHER EQUIVALENTS
Cash in hand 548 631
Stamgs in hand B23 573
1371 1,204
12. CURRENT AND OTHER ACCOUNTS
Current sccounts 29,396 26,520
Savings accounts -notei2 1 273.999 104,745
373,395 131,265

121 The balance in savings sccounls beas mark-up at the rate of 5.25% 1o 5.75% per annum (2015: 6% o 5.5% per annum).

216 2015
13. DEPOSITS MATURING WITHIN 12 MONTHS (Rupees in thousand)
Term Deposits Receipt 2,000 2,000
MiFipsaatTrent - node 13.1 {2.000) {2.000)
131  impasnent has been charged due o uncenainty surmsunding e recoverabdity of the Bvestment.
14.  LOAN TO EMPLOYEES - secured considered good
2016 2015
Lafi =T
Opening  Loan paid _received  Closing Dpening Linas peicl recehved Clasing
(Rupees in thousand) (Rupsos in Bwusnand)
Execulives 623 3 AET 2713 1377 1,888 1,710 2. 986 623
Oithers 2,062 4754 4 079 2737 2011 4 ABS 4,414 2067
2,685 221 6,792 4,114 3,910 6,175 7,400 2 6B5
2016 2015
{Rupess i thousand)
15.  INVESTMENTS
The investrments comprise of the foBewing:
Held 1o rrahsy - mote 15.1 48815 53,141
Avvallabbe for sale - quoted - note 15.2 343,770 114 899
Held for trading - note 15.3 352,363 BO1,283
745948 969,323
151 Held to Maturity
Statulory deposits - nobe 15.1.1 43,000 52 D00
Unarmeortized presmiim | (discount) on invesiment bands 815 1,141
43 815 53,141
15.1.1 Statulory Deposits I
Effective =
Pakistan investment Bonds Maturily Yield % =
July, 2017 9.81% 24,000 24 D00 E
March, 2018 7T 20,000 20,000 —
March, 2018 TIT% 5,000 5,000 ﬁ
August, N6 10.T0% - 3,000 ]
o
43 000 52 000 Er
B
These Pakistan Investment Bonds ane held with Stale Band of Pakistan as stalulony deposit. Markel value as at 31 December 2016 s Rs. =
50463 rmllion (2015 Re. 54. 768 million). =




ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

15.2 Morailable Tor Sale - Quoled
Face value per
216 2015 Com| { Fund name share | unit 2016 2015
Number of Shares | Units Rupees (Rupees in thousand)
Investment in associaled undertakings | related parties
350,000 cogoo0  Bank Allatah Linsted” 10 7,601 10,859
568,542 - Adfalah GHP Stock Fund 100 50,000 =
97501 10,858
Market vahse as al 31 December 104,840 14,410
Investment in others
120,000 110,500 Hub Power Comgsary Limited 10 10102 8,106
74,000 74000 Kol Addu Power Company Limibed 10 3,640 3,640
61,400 51400 Bank AL-Habib Limiled 10 2,349 1.763
4,850 30,000  Lucky Cerment Limited 10 2,857 14,945
- 27500  Mishal Churdan Limited 10 - 1451
- 30,000 Mishat Mills Limited 10 - 2,998
117,100 Ol and Gas Development Company Limibed 10 16916 .
40,000 Pakistan O Fledds Limited 10 18470 -
- 10,000 Pakigian Pefroletmm Limdled 10 - 1,058
- 15,000 Pakistan State O Limited 10 - 4,666
- 45,000 W3 Khan Comparry Lirndted 10 . 6,010
66,500 66,500 Mizhal Power Limited 10 - 2343
69,083 58,083 United Bank Limited 10 12,996 8,554
100,000 100,000  Pakgen Power Limited 10 2,226 2,226
47,500 47500 Fauji Fertlizer Company Limited 10 5,622 5622
60,000 50,000 Fauji Ferizer Bin Oasim Limited 10 3,250 2784
108,000 70000 Engro Ferilizer Limited 10 B.144 B.3rz
- 10,000 Engro Foods Limited 10 - 1,651
22,500 22500 Engro Comporation Limited 10 3,732 B.927
45,000 45000 Engro Powengen Cadirpur Limibed 10 1,710 170
243,022 12522  Amredi Slesls Limiled 10 15,574 Tz3
30,008 - Altock Refinery Limited 10 10,238 =
23,000 Highnoon Laboralones Limited 10 14,774 -
105,000 Habity Bank Lirnibed 10 24,399 =
125,000 Hi-tech Lubricants Limited 10 11,088 -
96,000 Intemational ndustries Limited 10 14,005 -
17,500 Mari Petroleum Company Limilad 10 18,994 =
60,000 Meezan Bank Limied 10 3,558 -
55,000 MCE Bank Limited 10 14,008 -
200,000 Malional Bank of Pakistan 10 14,647 =
55,500 Mizhal Power Limited 10 1,956 -
52,904 Pioneer Cerment Limited 10 167 -
14,000 - Thal Limnitest 10 5,037 -
- 1,552,976  MAFA Stock Fund 10 - 20,000
o 246,578 104,555
E Imnpairment in value of avaliable for sake investments {409} 1315)
= 245,160 104,040
o
g Markel vahse a5 al 31 Decamber 297 644 109,343
o
E' Total avaiable for sale - quobad 343,770 114,800
=
% Total market vale s at 31 Decemnibes 397,484 124,353
=

* 200,000 {2015: 200,000) shares are pledged with Mational Clearing Company of Pakistan Limited (NCCPL), as exposute margin.



ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

2016 2015
[{Rupees in thousand)
153 Held hor Trading
Held for Irading - Treasuny Bifls - pobe 15.3.1 352,363 -
Held for irading - Shares - nole 15.3.2 = 801283

352,363 801,283
1531 Market treasury bl having & face value of s, 5 millhon (Market value: Bs. 4.5 milion) is heid with Stale Bank of Pakistan.

153.2 Held Tor Trading - Shares

Face value per
2016 2015 Company's | Fund mame share | unit 2016 2015
Mumber of Units Rupees (Rupees in thousand)
Investment in associaled undertaking
- BEO20  Afaksh GHP Cash Fund 500 - 44,276
- 610,659 Allalah GHP Money Markel Fund 100 = 53,321
= 107,597
Investrent in olhers
= 131,313 MCB Cash Management Optirmizes Fund 100 - 13,539
: TITET1  MCE Dynamic Allocation Fund 100 - 56,613
Z 145,164  Allas Maorsey Market Fund 500 - 75,030
- 612080 UBL Liquidity Mus Fund 100 - 63,262
- 600,198  Pakistan Cash Management Fund 50 - 30,999
= THT.TS1  Askari Sovereign Cash Fund 100 - 81,721
- 7221690 ABL Cash Fund 10 - 74,453
- 681,421  Faysal Money Markel Fund 100 - 0,813
= 669,392 HEL Money Market Fund 100 - 69,551
= 5770471 NAFA Mooy Markel Fund 10 - 58,446
- 2,346,096 NAFAFinancial Seclor lvcome Fund 10 - 25,372
- 49,000  Hub Power Company Limiled 10 - 5,027
= 12500  Pakistsn Slate Of Limited 10 - 4,072
- 29,000 Al Bank Limited 10 - 2734
5 21500  Amrell Steeks Limiled 10 - 1,202
- 360 Bala Pakistan Limited 10 - 1377
- 9,800  Engio Comporation Limibed 10 - 2,738
= 56,500  Engro Feriizer Limibed 10 - 4,753
- 21,000 Engo Foods Limited 10 - 3,079
- 85,000 Falima Ferliizer Company Limited 10 - 3,802
= 4B.000  Fauji Cement Comparny Limiled 10 - 1,767
= 12893  Habib Bank Limited 10 - 2,580
- 5000  Honds Afles Cars Limited 10 - 1,185
= 5500  ICI Pakistan Limited 10 - 2,662
= 1640 Incus Molar Comgany Limitad 10 - 1,659
- 125,000 JS Bank Limiled 10 - 959
= SZ000 Kol Addu Power Company Limited 10 - 4212
= 40900  Lucky Cement Limited 10 - 2,476
- 75,000  Lalpir Power Limied 10 - 2,231
= 25500 Maple Leaf Cement Faclory Limed 10 - 1,802 -
= 18,000  Mughal lron & Steel Industries Limited 10 - 1,255 =
- 36,500 O and Gas Development Company Limited 10 - 4,283 E
= 000 Mishal Power Limibed 10 - 590 =
5 4,300 Pak Suzuld Molor Company Limited 10 - 2,130 ;
- 32,200 Pakistan Petrobeum Limiled 10 - 3,822 m
= 55000  Pakgen Power Limited 10 - 15619 o
= 7700  Pakistsn Odtields Limiled 10 = 2.064 =
- 15000  Pioneer Cement Limited 10 - 1,363 ’D
- B50  Shezan International Limiled 10 - 398 o
- 9,500 Thal Limited 5 - 2,407 =
= 16,000  Uniled Barik Limited 10 = 2,479
E 503,636

Total - heldd tor rading = 801,283




ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

2016 2015
[Ruspees in thowsand)
16. PREMIUMSE DUE BUT UNPAID
Unsecured
- Considarad good 571,358 430,587
- Considered doubtul 14352 12 859
585,711 443 546
Leas: Provision for doubtisl recsivabies - nobe 16.1 {14,352) {12 8958)
571,350 430,567
—— e —
161 Provision lor Doubtful Receivables
Balance as at 01 Jaruary 12,959 11,856
Provision made curing [he year - ez 22 1,393 1,903
Halance as at 31 December 14352 12859
1r. AMOUNTS DUE FROM OTHER INSURERS /| REINSURERS - UNSECURED
These are unsecired and considered good.
18. SUNDRY RECEIWABLES
Sacarity deposits 4 598 5018
Receivable from provident fund - nobe 18.1 1z =
Insuramce cairm recetable 146 162
Recatvabile from Shareholders” fund 4.TE3 =
Federal msurancs lee receivable 8931 =
Oiver siivances 2,775 J20
20545 2500,
181 Provwident Fund Trust
SiFe of the fund 0,00 o8 D63
Cost of iwesimenl made TD ABE 50,744
Percentage of imvestiments made (based on fa value) 102% 105%
Fair value of investments 70531 20,646

1811 Bresk-up of Invesiments

Inmvectments out of providentund have been i acoordance wilth he provisions of seclion 22T of the Companies Ondinance, 1984 and the
nules formulated for this puspose. The break-up of investments is as follows:

Percentage Imvestments as a % size of

fund Fair Value
2016 2015 2016 2015
(Rupees in thousand)
Mutuial funds % % 1732 1,645
Inlerest bearing bank accounts 98% 101% 68,799 59,001
70,531 B0 646
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

21. TOTAL ASSETS OF TAKAFUL OFERATIONS - OFF

Thas inciudes gard-e-hasna given to Parbcipants” fund amounting to Rs. 20 millon.

216 25
(Rupees in thousand)
2. MANAGEMENT EXPENSES

Salartes, wages and other benafits 141,615 125,885
Staf retirement benedfs - niote 24 2 6638 T8
Tracker expenises 49 KBS 58,081
Rent, rabes and taxes 13,552 13.21
Cormmimication and ulility expenses 11,338 1,730
Printing and staticneny 7313 7802
Generalon expenses 2,768 2495
Travelling s conveyancs 7.847 7.784
Inspection e 2,248 1.480
Provision fof doubidiul receivables - e 161 1,393 1.103
Fees and subscriplon 5,079 4_BEE
Training and desveloprent 4 483 3676
Depreciation on angille assebs - note 1801 5,076 5,773
Vehicles PEning and raintenancs expenses 6,925 6,704
Sundey expenses 9,085 9,432

274,445 F67 333

Thiz rFepresents gain § (loss) ansing on dispoasl of fed assele, Eabilities wiitlen back and exchange gain | (loae) anising on foreign

currency ransachons.
2016 2015
(Rupees in Urousand)
24, GENMERAL AND ADMINISTRATION EXPENSES
Salafies, wages and other benefils 54,437 a7 342
Slaff retrement benetils - nole 24.2 4271 3775
Depreciation on tangible assels - note 19,9 12099 12 E56
Amoization of ntangible assels - sl 20 1,336 1,134
Vehicles nunaing and Feaintefance sxpenses 5104 5,341
Repair and maintenance 10,057 9,849
INSLrENGce expedEe 4,963 4,832
Rent expenss BS54 .91
Legal snd professional 3,35 2488
Adverlisement expenses 1274 1,205
Dunations - node 24.3 500 500
Awdilors’ remunesation - nole 24.4 1,573 1228
Workers' wedlare fund -nole 8.2 . 3.133
108 414 103,784

1 General and admin egpenses amounting o Fs. 766 Bwasand have been alocaled to Window fakaful Operation Operatons fumd.
242 Stall Refirement Benelils

Stal retirement benafls comprizes of provident fund and gratuity amounting lo Rs. 62 million (23015: Rs. 5.8 million) and Rs. 4.7 milion
{2015 R, 5.1 million) respectively.

243 Mone of the dreciors oF helr spouses have any inberest in he donee. :5
=

2016 2015 c

(Rupees in thousand]) ,E

244 Audilors’ Remuneration e
m

e

Slatubory audil lee 591 552 o

Half yearty resiow 263 245 =
Slatuory returns 131 123 :
Cerfificaion and sundry serdoes 439 182 o

Dwit of pocket expenses (inchdng sales L) 149 116 a

1,573 1,228




ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

2016 2015
{Rupees i thousand)
25, PROFIT BEFORE TAX FROM GENERAL WINDOW TAKAFLL DPERATIONS - OPF
Wakala fee 16,066 -
Commission expense {2.818) -
Management expenses {8.325) -
Profit on deposits 1.958 -
General and adminstrabon expenses. {4.913) -
Profit for the year 1,968 -
Orther comprehensive income [T8) -
Profit before tax 1,850 -
26. TAXATIOM
Current Tax
Cument year 66,255 42,312
Prior years TEA {108}
67,039 42114
Deferred Tax
Redaling o reversal and origination of lemporary diflerences I, {3.980)
Incorme resadling from reduction in tax rabe : 163
{1,437) (3.817)

- note 26.1 65,602 38,247
26.1 Tax Charge Reconciliation
amwmm&nmma&mdmmuu

areonting profl muttiphed by the applcable ta rate
Actouring profit 194,975 153,511

Fax & e applcable rale of 31% (2015: 312%)
Tax effec of amounis thal ane:

60,442 49,124
- Exempt for e puposes 4.4:;4’ 4,735
¥
TE4

- Chasgeabde b Lax at difierent rates {15.354]
Priof year cuirrent Lo {198}
5,160 {10,827)
Tax expense 65,602 38,297
Z7. EARNINGS PER SHARE - BASIC AND DILUTED
HHE 15
Mt prcdil for e yesr Rupees in thousand 129,373 115,214
Weaighted sversge number of ordinany
shares issued and paid
al B e of Bwe year Humber of shasres 50,000,000 50,000,000
Esmings per share - hasic and diuted Rupees per share 250 2.30
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements

For The Year Ended 31 December 2016

28. REMUNERATION OF MEECTORS, CHIEF EXECUTIVE AND KEY MANAGEMENT PERSONNEL

The agaregae amount charged in e francial statements for the yesr fof remuneration, including censin bensfits, to the Direclors,
Chief Execulive and Key Management Perzonnel of the Company | s foows:

Managerial refruneration
Staft relirenent e

Bomes
Oiher penguicites s lmwances

Murnber of persons

Chief Executive Officer Directors Key Management Personnel
2016 2015 2016 25 2016 2015
(Rupees in thousand)

18,376 16,858 = = 78,706 28,626
1,838 1,686 - - 2978 2 B61
B.050 T7.248 = - 3,973 J.B1T
3,805 az1_ - - 2453 3,078

32,060 26,214 - - 30, 200 38 352

1 1 T i

In addilion, the Chief Execulive and ceflain olher execulives of the Company wefe sso provided with Company maintained cars. Chast
Execulive was also provided wilh semd fumished acoommodation. No fee was paid to director for attending meelings.

8. TRANSACTIONS WITH RELATED PARTIES

Retaled partes comprise aseodsted undenakings, other related Companies, directons of the Comgany and post ermployment benelt
plans. The Commpany in the normal course of business, carries oul ransachions with varous related parties. Remuneration of directors,
chief execilive and ey management personnel e disdosed in nobe 28, Amounts due 1o | Trom and ol significant transactions wilh
reﬂaclpaﬂeaa‘eum:

2016 2015
(Rupees in housand)
Transactions during the period

Retalionahip Mature of ransaciions

Associsled undertakings and other INSLFAMNCE premiun 583,488 GED,998

redated parties. Metl premiurm recetved TIT A3D 834 656
Claims paid 375,230 325,356
Intierest income 17.262 15,130
Diwiclersd received 508 1,000
TRt paid 2288 3.951
Renl expense 2,308 2025
Licedee fees and connection changes 2,12 ]
Invesiments purchased 488,231 1re,850
Investrments sold 541,984 198,837
Invesiment advisory Tes 1.002 =

Key managerment personme| Premaurm writlen 75 213
Claims paid - 131

Post employment bemefil plans Expense charged 10,909 10,404

Period end balances

Aosociated undertakings and  ofber  Premiurm receivable - noke 31.1.1.2 176, 482 186,506

redaled parlies Prowision for outstanding daims 210,172 36 408
Interriel changes payable 3.182 a1

Ky ranagement personne Premiun recetvabie 58 BE
Provision for outstanding caims 248 253

Al ransaclions wilh relaled parties have been camed oul on commercal lenms and condilions.
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

311

The primary oljective of the Corpany’s risk and financial manageement ramework is lo prolect the Comparny's shareholdertrom Me evenls
that hinder the sustainabie achieverrent of financial periommance objectives, including 1slng to exploil opportunities. Key management
recognizes the critical importance of having efficient and eflective fiek management sysiem in place.

The Company's fek management function & camied oul by the Board of Direciors (ihe Board), with its assodsted committees. This is
supplemented with a clesr ergarizational stuchure with docamented delegaled authonlies and responsibilties from e Board of Direchors
b the Chied Execulive Officer and senlor Managers.

The Board of Directors meets regulary Lo approve sny commercal, reguialony and oiganizational decsions. The Chiet Execulive Officer
unger the authorily delegatad from e Board of Directors defines the Company's risk and (s interpretation, Bt stuctune 1o ensure e
appropriate qualty and diversificaion of assets, align undenwriling and reinsurance sirabegy 1o the cofporate goals, and specily reporting
reguEamet.

The risk faced by the Company and the way Mese faks ars mitigated by managemant sne sumenanzed befow ©

&) Financial fek, calegorized inko ©

- Credit risk - note 31.1.1

- Liguidity rizk - nole 31.1.2

- Markel rizk - note 31.1.3
b) Capital sdequacy risk - note 31.2
€} Insurance risk - nobe 31.3

Financial Risk

The Comparry's aclivities exposes i o & varety of inancial fisks: credill sk, Bguidityrisk and market risk (including interest | mank-up rate sk
and price: risk).

The Coampany's principal financial ek nstruments are tnancdal investments, receivables arising from insurance and reinsurance contracts,
alslulory deposile and cash snd cash equivalents. The Company's does Aok enter inlo any defvative ransacions.

The Company's finsmctal rek focuses on the unprediclabaiy of ingncial markets and seeks o minimize polential adverse effects on Bw
financial performance. Financial risks arising from ihe Company's financial assels and Rabilibes are limiled. The Company consistenily
manages iis exposure 1o tinancal nsk without any matedal change from previous perod in e manner described in noles below.

Credit Risk

Credit fisk is e risk hal anses with the possiblity hal one party to a financial nstrumenl will fail to dischange s cbligationsnd cause e
olther party bo incur 2 finanetal koss. The Coenpany attempls 1o control credit sk by monitoring Bee Tollowing:

a)  Credl worhiness of counber party;
b} Seclor wise concentration of counler pary; and
€)  Aging analysie of counter party.

The canmying amount of inancial assels which represents e maximum credil exposune, a5 spacilied balow:

16 s
Financial assets (Rupees in thousand)
Biunile! Bialantes -k 31,111 I73.305 131,265
Iwestrments 402178 53,141
Presriem due bul unpaid -note 31.1.1.2 58571 443 546
Amounl due irom otfer nsurers [ reinsurers -nole 31.11.3 136,248 13,428
Acored invesiment income 2046 2,030
Reinsurance recoveries against outstanding claims -node 31.1.1.3 30T 407 311,680
Sundry recetvables 20 545 4 407

1,827 520 1,10:58 687

Thee cresdil quality of Company™s bank balances can be assessed with reference o extemal credil ralings as follows:

Raling Ratirg
Shorl term ___ Long lerm Agency 2016 15
{Rupees in Mousand)
Buani Alfiatah Limitad At AR PACRA 327,927 110,504
Habily Bank Limied A AAR JCRVIS 6,419 6,196
The Bank of Punjab AR At PACRA 3,005 3,006
Silk Bank Limiled A2 A- ACRWIS 1 1
Ssumrnil Bank Limibed A A JCRWIS 4770 2,558
MRSP Microfinance Barik Limded A A JCRWVIS 31272 -
Kihwsstihal Microfinance Barik A A JCRVIS 1 -

373,385 131,765

910Z LHOd3H TYNNNY




ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

31112 The managemeni monitors expaosure (o credil rek in premium recefvable arising from insurance and rensurance confracts, through regular
peview of credit exposure and prudent esimates of provison tor doubtful receivalbiles. The provision Tor doubdul recaivables amounBing ko
Fi. 14,352 million (2015 Re. 12.950 million) i shown in note 16.1. The figures shown below ane exclusive of any prowisions made duning the
year. The management & of te view thal i s not exposed o significant concenbralion of chedst risk as is inancis assels are adequately
diviersified i entilies of sowmd finaneisd standing, covering varous ndustrisl sector segmenls.

Sector wise analysis of premiems due but unpaid ks az Tollows | 2016 15
(Rupees in thousand)

Financial mstibtions 154,328 135,851

Telecom seclor 74,607 A1,565

Foods & beverages 6,452 6,220

Perzonal Goods 15776 17,184

Health 4,691 4637

Textile 123,362 97821

Ohers including miscellaneous 206,495 100,158

585,711 A43 S4F

The aging analyeis of prarmsurn due but unpaid can be aseeased with the following:

2016 015
Related parties  Others Tolal Helslen parties Others Total
[Rupees in Mhousand)

Uip bo 1 year 167,639 381,322 548,961 181,238 244081 425319
1-2 years 8,853 23,685 32,538 4711 7666 12,377
2-3 years - 2407 2407 557 5,293 5,850
Owver 3 years - 1,805 1,805 - - -

176,402 409,219 585,711 186,506 257,040 443,545

3113 The credil quaktyof amount due from other insurers | reinsurers and reinsurance recoveries against outstanding claims can be ssancoed
with referenoe o extemnal ratings &= follows:

Reimsurance
Amount due FECOVEeries
Trom ollver against
insurers [ oulstanding
reinEurers claims Total
(Rupees in thousand)
Ag sl 31 December 2016
BB+ of above (inchsfing PRCL) 131,954 30T A55 439,400
BBB and BEB+ 4294 42 4,336
16248 307497 M37as
Asg at 31 December 2015
BB+ or abowe (inchsding PRCL) 111,903 311,880 423,783
BBEB and BBB+ 1,525 - 1,525
113,428 311,880 425,308

The credit risk of reinsurance recovenies against oulslanding daims can be assessed with the Iollowing age analysis, sstimaled in 8 marmer
conzistent with the provision for oulstsnding clairms, in acoordance with B refisuranc: contracts:

The age analysis of rensurance sgainst outstanding cams is shiwn below:

2016 2015
Reinsurance Reinsurance

recoveries  Provision for  recoveries  Provision ler
o against outstanding against oulstanding
= oulstanding claims sutstanding claims
o~ claims chaims
E (Rupees in thousand)
O Ui b 1 year 200 822 raas 166,285 34113
o 1:2 years 26,636 40,089 o7.64% 123,135
s 2-3 years 30,484 35,243 26,208 34,892
- Orer 3 years 28 960 ar.sm 21,640 27 238
% 306,902 485,892 311,880 439,376
=
=
<X




ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

3112  Liguidity Risk

Liuidlity riak i The risk Bat the Company will not be able o mesl s financial chligabons as they fal due. Prstent liqusdity ek mansgement
impilies mainkaining sufficent cash and marketable seeuilies and the svalabilily of adequate funds thieusgh commitled chedil facliies. The

Compary finances ils operations through equity and working capits] wilh 2 view 1o mainlainingan approprialemix bebween vanious sources of
Ninance b minimize rskc

Om the balance sheet date, the Company has cash and bank deposils and resdly marketable securilies with insignificant ehange in value of
Rz, 374.740million (2015: [Rs. 132 460 millon) and 12e. 352 263 million (2015: s, B01.283 million ) respectively.

The table below analyses the Company's financial kabilities inbo relevant matumly groupings based on the fefnaining pediod at the balsnde
sheet dale o contractual matunty dates. The amounts discosed in the table se the confractiual undiscounted cash fows.

2016
Msturity Maturity
Carrying Contractual up te one after ane
. amount  cashflows _ yesr  year
{Rupees in Mousand)
Provigion lof oUlstandng caims 485,802 435 892 485 8037 B
Amnourls due by elhes irsuress | reineuness 381,208 331,208 381,208 -
Apcrued expenses 84, 507 84,807 84,807 -
Otter credilors and accnsals 126,745 126,745 126745 -
Deposts and oifser payables 17,198 17,198 17,198 -
1,005,850 1,095,850 1,095,850 5
2015
Miaturity Miaturity
Carrying Contractual up te she alter ane
amaunt cash Nows yiar year
(Rupees in thousand)
Provigson fof outslanding dairms 490,376 490,376 490,376 -
Amourls due b siher ineuress | reinsunens 233 804 233,804 233,804 -
Accrued expenses 75,948 75,548 75,548 -
Other creditors and accnials 72742 72,742 72742 B
Deposits and offws payables 5563 5,563 5,563 -
BET 433 237,433 EAT 433 =

313 Markel Risk

Market risk 5 he fisk that the tair value oF fulkire cash flows of & finencsl instirument sill Bechiats 53 8 result of change in markeal pices
stich as inlerest rates, forsign exchange rates and equity prices.

The Company is exposed to market risk with respect 1o its bank balances deposits and mwvestiments.
The Comparry imils market sk by maintaining a diversified portisbe of money manket and equity manket and by confinuosus mondonng of
developments in respective mankets. The company has formulated & Bquidity-risk based imestment policy approved by the Board of
Directors which oonlsins various guidelines for imesiment of surplus Tunds in money market and equily maket

a) Interest rabe risk
Interestrate risk ks B risk that value of & Snancksl nstroment of fuliire cash Bows of a Bnancial inrsturment will Tucheate dise o changes in e
market irterest rales. Floating rate instruments expose the Company to cash flow interest rsk, whereas fixed inlerest rate instrurment
expomes the Company to 1l value inbereat riak.

Senailivily to inleres! rake risk arices from rmismatches of Anancial aecels and Rabilibes thal mabeee of re-price n a given perod. The

Compary mansges these mismabohves Brough risk management sirategies whene significant changes in gap posiion can be adjusted_ o
Z

Al the balsmce shest dale, e interest rale profle of the Compans significant nberest bhearing financial instnuments was as follows: E
x>

—

2016 e

Effective Carrylng amounts Carrying amounts %

Interest Maturily up lo one year Maturity after one year O

rate 2ME s 2016 Hms E‘r

% (Rupees in housand) &

-

h

Financial assets
Bank balances 5.25% fo 5T5% 273,988 104,745 = =
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

b)

2016
Effective Carrying amounls Carrying amounts
Interest Malurity up Lo one yesr Maturity after one year
rate 2016 215 2016 2015
% (Rupees in thousand)
Investments
Money market funds 4.58% fo B.16% = 585,175 . .
PiB's T.71% to 10.70% ) 3,000 25,000 27827
T.Bilis 5.90% bo 5.95% = - r =
Bensitivity analysis

The Company doees mil account for any fixed rate finandal assels and kabdiies at fair value Bwough profl of loss. Thedelore, a change in
inerest rabe will nol effedct tair value of any fnancial netrument. For cash fow sensilivity analysss of variabde rate instnemends & hypolthelcal
changs of 100 basse poinls in inlefest rates al the reporing date would have increased | (decreagsed) profit for the yesr by the amounts shown
[P

It iz assiamed that e changes oocur mmedkately and wilormdy b each calegory of mstrument containing interest rate risk. Vanations in
markel interest rales could produce significant changes i e time of eanly repayments. For Bese ressons, sciusl resafls might differ from
those reflected in he detals specified below. The analysis sssumes that &l ofher varables remain constant.

Increase Decrease
by 100 bps by 1040 bps
Impact on profit and loss. (Rupees in housamnd)
As al 31 December 216
Carsh Bow sensilivity-varabée rale inandal assels 3,298 {3, ¥88)
As at 31 December 2015
Cash Bow sensilivity-variable rate financal assels 26,867 [26.86T)

Price risk

Price risk represenbs e ek that the tair value of a finencial instrurment will fluchuste becatss of changes in the market prces (ofber fhan
those ansing from interest [ mark-up rate risk of cumency nisk), whether those changes are caused by faciors specific o the indivdual
financialinstrurment of i ieseer, of taclors affecting all of similar fnancial instruments raded in the maket. Company s exposed 1o prce ik
since il has investments amouniing 1o Rs. 686,133 million (201152 Rs 816,182 millicn) al e batance shesl dale. However e company has
o significant concentraon of price fek

The canrying amount of imvesimernts sulject o price risk are based on guobed raed prices ag of Bwe balance sheel dabe excepl Tor availatde
for sale equily insinemends which ane slated st lower of cost of manked value (market value being Laken as lower B lall iz ather than lemporary )
in accordance with the requirements of the 5.7.0.938 issued by the SECP, in December 2002,

The Company's siralegy is bo hold it strategic equity investments for long period of time_ Thus, Company's management is not concenmed
with ahart term price Auchistons with respedt o ks sirategic nvestments providedthal D undetying bisinoess, ecolomic and management
characteriatics of e investes remain favorabie.

Sensifivity analysis
The latile bedow summarzes Company's equity price risk s of 31 December 2016 and 31 December 2015 and shows the effecls of a

Iypothelical 10% increase and a 10% decrease in markel prices a= at the year end. The selecled hypathetcalchange does ol reflect wiat
could be considerad to be the beal or worst case scenanios.

The impact of ypothetical chamnge on held Tor brading portiolo would be as follows:

Estimated lair Hy pollvetical
Hypothetical  value afler increasel{decrease) in
price hypothetical profil belofe
_Fairvalue = change chamges in price tax
[Rupees in towusand)
31 Dec 2016 352,363 10% incresss 387,509 35,236 23,960
10% decrease 37,127 (35,236) {23,960)
31 Dec 2015 BO1,2B3  10% increass aa1,411 80,128 54, 487
10% decreass 721,155 (80,128) {54,487)
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Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016
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Currency risk

Currency riek is the risk Bl the fair value or fulure cash flows of a fnancialinstrment will flucluste because of changes in foneign exchange
mmmmmfmmmmﬂmm mmm[mﬂﬂmmhw
currencies. The Company's exposure o exchange rate fuctuation sk is insignificant as it bold kshilbesof US $ Nil as 81 31 December 2016
(2015 US $ Mil).

Fair value of financial instruments
Fair valse i the amount for which an asset could be exchanged, of a liability setfied, between knowledgeable, willing parties in an am's lengih

tranaaction. The camying valses of a8 financisl assets and fnancsl labillies sppraximate their tair velues, except for cantain equity and debt
inztruenents held, whose tair values have been disciosed in Mheir respective noles (o hese fnancial statements.

The carmying amounts of all ofher financial asseds and Rabililies reflected in the Tnancial stalements approsimabe their Tair valoes. ncase of
avaitable for sale investments, the equily seceriiec are camied al lower of cost or rrerke] value in line wilh SECP: SR0 938,

Al assels and abdies for which tair value is measured of disclkosed in e fiancial stabements are calegorized within he tir value Risrarchy,
described as follows, based on ihe lowesl leval mpul thal is significant 1o e Tair value measunement as & whobe:

-Leved 1- Chsobed |{unadjusied ) marke prices in aciive markels for idenbical assats or liabdilies. The Company has measured [fs held
tor irading portiolio using level 1 input method.

Leved 2- Valuation lechmigues for which he owest level inpul Bal i significantio the lair value measurement is direclly of indireclly
olbmarvable. The Company has no ilem 1o fepart b tis el

Level 3- Valualion lechniques for which Bve lowest bevel inpul hat is significant fo the tair value measurement i¢ unabservabie. The
Cormpary has ro lbem o report a3 s level.

Foliowing are e assels wivere Lair value & only disclosed and is diffensnd Brom B camying value:

2016 2015
Fair value measurement using
Level 1 Level 2 Level 1 Level 2
(Rupees in theusand)

Ayaitable for sale investment
Listed and mutual funds-Availabie for sale 397 454 - 124 353 -
Govarmment secunlies E 50,463 e 54 768

387,484 50,463 124,353 54,768
Capital Adequacy Risk

The Compary’s objeclivewhen managing capilal is o sateguard the Compary's ahility bo continue as a going concem so that it can conlinue
to provide rediims fof shareholters and banefils for other stakeholders; and to Maintain a strong capital base o suppor e sustained

developrment in s busnesses

The Company manages ils capitsl strclure by moniloning retum on ned assels and makes adjustments o it in e light of changes in
economic condiliona. In ofder 1o maintsin of adjusl Me capilsl stuchime, the Company may sduet the amount of dividend paid o
charehobhars of S ew ahares.

The Company's current aid-up capilal i i excess of the limd prescribed by the SECP vide SRO BZE{2015.

s cscciBbcn, Moex Cooamipaavy | silen pesguired o miaintain minimem sohvency in acconance with Be rules and regulalionsset by s SECP which
are: fully met by the Gornpany.

Insurance Risk

The Company’s insurance activilies are primarily concemed with the pricing, acceplance and management of sks from s customers. In
accepling risks the Company is commilling 1o he payment of claims and herefore these rsks musl be underslood and conbolled.
Disciplined undensiling, encimpassing risk assessment, fisk management, prcing and exposure control is cilical 1o e Comgany's
success. The Company manages Mese nisks through its undensniting siralegy, adequale reinsurance amangemends and proactive cdaims
(=

The comparty ks taeing three kinds of fisk in ils irsurance aclivities. namely;

- Preamium Risk -nole 3131

- Chaimn Rizk -node 3132

- Reinsurance Risk -nole 31.3.3
Premium Risk

The undenwriling siralegy aims o ensure thal the underwritben meks are well diversified in ferms of lype and amount of risk, ndustry and
gecgraphy. Pricing i generally based wpon risk quaity, histoncal daims frequencies, daims averages, adusted for inflation and irmposition of
deductibles. [Risk irspecions surwlys are ales conducted befone sccaplance of langer fisks. Undensritinglimits and guidelines ane in place bo
enforcs appropiste risk selecton crleria. For example, the Company does nol offer health insurance o walk-in ndividual customers.
Health insurance i generally offered o corporate customers wilh a large population o e coverad under the policy.
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

The Cormpany manages the insurance risk ansing from fhe geographical concentration of rek with the help of vanows MIS reports generaled
feomn the IT syebemn, For this purpose sl cribical undenwriting information incuding adiness lookups amd geccoding i punched inko Be 1T
aystem. For example, fof catastrophic sggregates, the |1 syslem assigns precis: geographic CRESTA (Catastrophe Risk Evalusting and
Standardizing Targel Accumulalions) codes with relerence lo the accurmdalion of Sem insured in force at any parlicular kecation against
reatuirad perils. For Marine febe, complele underwiibing detals, besides sums. insured and premiums, ke vessel identiicalion, voyage ingul
(sealairiniandg transit), saling dates, origin and desinaton of B shipments, per camy limits, elc. are fed inlo e |1 system.

Thie Company also monflors concantraton of rsk by evaluating mullipe iaks covensd in the same geographical ecation. For e and property
rizk a particular bulldeng and nesghboring bulidings, which could be aflecied by a single dalm incident, are considered as a single localion_ For
earihquake risk, a complele dty s dassified as a single locaton. Sirmdarty, for marnine risk, mulliple fsks covered in @ single vessel voyage
afe considened &8 a single fsk while assesaing conceniration of fek.

Thia Soliowing lable demonsirates he dess wise condentration of sk on the basi of Surm nsuned”

Gross gum irguned Ned sum insuned
2016 2015 2016 2015
Fire 9% BI% ™ 3%
Marime 4% 24% 1% 21%
Motor % 3% % 15%
Health 4T% ] TZ% 2%
Dihers including miscellaeous ] % % 4%
100% 100%: 100% 100%
The iolowing lable demonstrates the class wise concentration of nsk on he bass of predmium -
Gross premium writlen Mel prrermium writlen
2016 235 216 2015
Fire 23% 2% 2% %
Marime ™ % % 2%
Molor 20% ZMa 21% A%
Health 24% 2% 23% 3
Others including miscellaneous 26% 18% 26%: %
100% 100%: 100% 100%

13z Claim Risk

Onve of e puposes of insurance ig 1o enable policyholders o protect hemaselves against uncoertain fulure events. NSUrance coMmpardes
accept the fransfer of uncersindy from policyflders and sesk to add value through e aggregation and management of these faks. The
uncertainty inherent in insurance |s nevilablyrefiected in the financial staternents of insurance companies and can be characlerized under a
it of specific headings, sich as;

= Unoertainty as o whether an evenl has oocumed which would give fise o an insured oss.

= Uncertainty as to the extent of policy coverage and limils applicable.

= Umncestainty as b0 the armount of fered loss suffered by a poleyholder 85 8 result of the avent ocouming.
= Uncertainty over the liming of a sefllement 1o a policyholder for a loss suffered.

Theredore the objective of the Compary is to ensure thal sufficient resenses are avallable o cover Bwese uncentainlies snd in case of any
change in estimation dee o further development on uhcestainty of change on sssurmplions, Company account fior that change Enmedkately.

Claims provisions ane determined based upon previous claims experence, the knowledge of events and the terms and condiions of the
redesvant policies and on nferpretafionof croemstances. Parbosdary relevant is expefence wilh simillar cases and hisioncal daims payrment
trends. it should be emphasized that corroboralive evidence oblained from as wide & range of sources as possible also confribute o fonm
the oversll egimate. Large claims impacting each relevant business class are generally assessed separately, boeing measufed 2l the lace
value of the surveyor's estimates.

Company has ressonatly acooumbed for daims that have ccoured by e end of he reporting perbod bull remain unsetiied and for those that
may have occurred but have not yel besn nolified bo he comparny and those thal ane not yet apparent o e inseed. The Company’s policy
tor accounding of s daims has been disclosed innole 4.2 1o the financial statements.

Sensilivity analysis

The risks assodated with the nsuranoe confracts ane complex: and subgect o a number of vaniables which complicate quantitative sensilivity
analyss. The Company makes vanous assumplions and techniques based on past daims development experience. This ncludes indications
euch ae average cairs coal, wilimate claims aumbers and expected loss rafios. The Company considers that the Rability for inswrance
claims recognized in e balance sheel = adequalte. However, aciual expenence will differ irom e expeched oulcome.

w
—
L=
™~
'g
o
l
oo
=
=
=
=
=
<t

As the Company enters inbo shor lenm insurance conlracts, i does not assume any significant impact of changes in manket conditions on
unexpired risks. However, sorme resulls of sensilivity lesing are set out below, showing the impact on profit belore tax net of reinsurance.




ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

.33

Underwriting resull Shareholders’ Equity
2016 2015 2016 2015

(Rupees in theusand)

Fire 41 1,828 442 1,312
Mafine o9 TB4 275 533
Bctor 16,090 14,848 11,102 10,087
Healith 36X 24,855 128 16,960
Ohers including MizceRaneois 1,556 414 1,074 2B2

43, 3408 42 830 34,022 29,183
Claifms developfent tables

Thees Tollowing table shows the deselopment of fine, maine and ofhers induding rmiscelansous daims over 8 period of e, The disclosure
goes hack o the penod wien the earkest ratental claim srose for which there is siill uncertainty aboul the arrount snd lirming of the daeims
payments. For ofer classes of business e uncertainty shout the amount and Bmings of daims payment & ususly resohved within a year.
Furiher, daima with significant uncertainties ane not outstanding a5 all 31 Deoember 2016,

Accident year
2012 23 214 2015 2016 Total
(Rupees in thousamnd)
Estlimated of ulimale claim cost
Al the end of accident year wilh IBNR 735,830 D, 600 373502 2895 983 476,945 2,283,073
One year lates 552 504 237,845 331,112 231,872 = 1453723
Two years later 537248 319,113 98,132 - - 1,154,493
Theres yesrs labor 534 6534 36417 = = = 851,051
Ectimabed of cumulabive clasme 534,002 316417 288 132 31872 476,545 1,857 468
Cumutslive payments to date [0 308} (312 805) (ZT3. 34T} [198.675) 238,219 {1,530.475)
Liability recognized 27,693 3487 24, TBS 33,297 237,726 326,993
Thee following kable dermonairales ihe cass wise concentration of sk on the basis of claims @
Gross claim expense Het claim expense
216 2015 2016 2015

Fire 1% 1% 1% 4%

Marine ™ 8% 1% 2%

Muolor 19% 3% 3% 5%

Heallh IiTh % % 58%

Oihers inchuding miscallaneous 0% 13% % 1%

100% 100G 100 100%

Reinsurance Risk

The Company purchases reinsurance as pan of Bs risks miligalion program. Reinsurance ceded ks placed on both propoicnal snd non-
proportionaltasis. The majorily of proportonal reinswance & guota share reinsiurance which is laken out to reduce the overall exposure of
ihe Company bo certain casses of business. Mon-proporbonal reinsurance is primarily excess of loss reinsurance designed to mitigate the
Company's net exposure o calastrophe losses. Relenlion Brnils for e excess of loes reinsurance vary by produd line. The Comparny slso

arranges the local and foreign facultalive reinsurance as pan of ite ek management sieategy.

Although the Company has reseurance arrangerments, it iz not reheved of it drecl obligations bo its policylssidens and thus & cedil expeare
exials with respect 1o ceded Newance, o the extent Ihat any reinsurer is unable 1o meel s obligalions aesumed UNO0er S rensTance
agreements. The Company's placement of reinsurance is dversilied such Bl it is neilfer dependent on @ single reinsuer nor are the
operations of the Company substanially dependent upon any single rensurance contract. Comgsany's stralegy s 1o seek reirsuners with the

beal combiration of financial strength, price and capacily. In comgliance of e reguisiony requirerment, De neinsurance sreements e duly
subenitied wilh SECF on an annual basis
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ALFALAH INSURANCE COMPANY LIMITED

Notes To And Forming Part Of The Financial Statements
For The Year Ended 31 December 2016

2016 2015
32 HNUMEBER OF EMPLOYEES
The nurmber of employees of B Company are 5o follows:
Aversge number of employess during he year 4 208
Az al 31 December M7 214

33 DATE OF AUTHORIZATION FOR ISSUE

These fingncal stalements were authofized for ssue on 23 Febnsary 2017 by e Board of Direclors of Me Company.
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Ratti Gali Lake:

Pakistan is packed with number of heavenly
lakies famous around the world and serves as
attraction to many intemational tourists.
Ratti Gali Lake is one of the most astounding
lakes in the Kashmir region. Ratti Gali Lake
falls into the category of Alpine Glacial Lakes
that means lake has been formed by melting
glaciers. Lake is situated around 120
kilometers from Muzaffarabad in Neelum
Valley. One should plan the tour in summer
season because in winter trekking paths and
lake itself remain covered in snow which is
not safe for travelling.
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- EY Ford Rhodes Tel: 492 42 3577 B&02-11

Chartered Accountants Fax: 92 42 3577 B412-13
2 96-B-1, 4th Floor, Pace Mall Building ey.lhr@phey.com
Wit M. M. Alam Road, Gulberg-1l ey.com/pk

PO. Box 104, Lahore-54660

Independent Assurance Report to the Board of Directors and
Shariah Advisor of Alfalah Insurance Company Limited in Respect
of Operator's Compliance with Shariah Rules and Principles

We have performed an independent assurance engagement (Shariah Compliance Audit) of Alfalah Insurance Company
Limited - Window Takaful Operations (the Operator) to ensure that the Operator has complied with the Shariah rules and
principles as prescribed by the Shariah Advisor / Shariah Board (prior to promulgation of Takaful Rules 2012) of the
Operator and the Takaful Rules 2012, during the year ended 31- December 2016.

2. Management's responsibility for Shariah compliance

It is the responsibility of the Operator to ensure that the financial arrangements, contracts, products and
transactions entered into by the Operator and Waqf Fund (the Wagf) with participants, other financial institutions
and stakeholders are, in substance and in their legal form, in compliance with the requirements of Shariah rules and
principles as determined by the Shariah Advisor / Shariah Board and the Takaful Rules, 2012,

3. Ourresponsibility

3.1. Our responsibility in connection with this engagement is to express an opinion, based on the procedures performed
on a sample basis, whether these financial arrangements, contracts, products and transactions are in compliance
with the requirements of the Shariah rules and principles as prescribed by the Operator's Shariah Advisor / Shariah
Board and the Takaful Rules, 2012,

3.2. The procedures selected by us for the engagement depended on our judgment, including the assessment of the risks
of material non-compliance with the said Shariah rules and principles. In making those risk assessments, we
considered such internal control procedures as were relevant to the Operator’s compliance with Shariah rules and
principles. Dur engagement was, however, not intended for expressing opinion on the effectiveness of the Operator's
internal controls for purposes of compliance with the Shariah rules and principles.

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

3.4. In addition, interpretation and conclusion of the Shariah Advisor / Shariah Board of the Dperator is considered final
for the purpose of interpretation of the Shariah matters mentioned in the Takaful Rules, 2012

4. Framework for the Engagement

We have conducted our engagement in accordance with Intermnational Standard for Assurance Engagements 3000
{ISAE 3000) issued by the International Auditing and Assurance Standards Board of the International Federation of
Accountants. This Standard requires that we comply with ethical requirements and plan and perform the
engagement to obtain reasonable assurance regarding the subject-matter i.e. the Operator's compliance with the
Shariah rules and principles as determined by the Shariah Advisor / Shariah Board and the Takaful Rules, 2012,

5. OurOpinion

In our opinion, based on the sample selected, the financial arrangements, contracts, products and transactions
entered into by the Operator and the Wagf, as the case may be, for the year ended 31 December 2016, are in
compliance with the requirements of the Shariah rules and principles as prescribed by the Shariah Advisor / Sharizh
Board and the Takaful Rules, 2012 in all material respects.
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Chartered Accountants
Engagement Partner: Faroog Hameed
Lahore: 23 February 2017




ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Shariah Advisory Report to the Board of Directors
For the Period from 15t January 2016 to 31 December 2016

The year 2016 was the first year of Alfalah Insurance Company Limited. (Window Takaful Operation) By launching Window
Takaful Operations, Alfalah insurance Company Limited has taken a step in the direction of promoting the Islamic
Economic System and has provided the most awaited Shariah Compliant Takaful facilities to the people of Pakistan.

Progress of the Year:
During this short period of one year; AIC (WTO) has achieved significant successes, details of which are as follow:

1. Under the guidance of the undersigned AIC (WTO) developed and offered the number of Takaful Products of Motor,
Marine, Property and Miscellaneous for its Customers / Participants.

2. Significant success has been achieved in the Takaful Agreements with Islamic Banks. At this stage, | am thankful to
the Partners Banks for the confidence they have shown on AIC (WTD)'s Takaful Products. During the year, number of
Islamic Banks entered into MOU with AIC (WTO).

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

4. For the investment purpose of Takaful Funds, a Shariah Compliant Investment Policy has been drafted with the
consultation of undersigned and all the investments of Takaful are undertaken in accordance with this Policy.
Moreover, all Bank Accounts of Takaful are separate from the conventional insurance business and are maintainedin
Islamic Banks.

Shariah Certification:

As Shari'ah Advisor of AIC (WTO): | confirm that:

=  lhave carefully reviewed all the product documents of AIC (WTO) including Wagf Deed, PTF Policies, Takaful Policies
and Re-Takaful Agreements etc. and Alhamdulillah | have found them in accordance with Shari'ah Principles.
Further, | confirm that the Takaful Policies issued during the year under review are in accordance with the guidelines
of Shari"ah

=  Dedicated Window Takaful Staff of head office, before launching any Takaful Product, take guidance and advice of
Shari‘ah from the undersigned and always develop the Takaful Products with consultation of Shariah Compliance
Dfficer and in accordance with the guidelines provided by Shari'ah Advisor.

+  Segregation of Window Takaful Operations is the essential part of valid Takaful contracts. | am pleased to state that
AIC (WTO) has realized criticalities of this issue and from the day one, Alhamdulillah, all the Takaful Funds,
Investments, Bank Accounts, Systems and other related issues are kept separate from its conventional insurance
business, as per requirernent of Shari'ah.

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

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

In the end; | pray to Allah Almighty that the passion and dedication with which AIC has launched its Window Takaful
Operations; may Allah Almighty grant us success and help us at every step, keep us away from every hindrance and

= difficulty, and give financial success to Alfalah Insurance Company Limited (Window Takaful Dperations).
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E Dr. Khalil Ahmad Aazami
Shari'ah Advisor

Alfalah Insurance Company Limited
(Window Takaful Operation)
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EY Ford Rhodes Tel: 492 &2 3577 8402-11

b= B Chartered Accountants Fax: +92 42 3577 8412-13
3y 96-B-1, 4th Floor, Pace Mall Building ey.lhr@pleey.com
Wit M. M. Alam Road, Gulberg-1l ey.com/pk

PO. Box 104, Lahore-54660

Independent Auditors’' Report To The Members

We have audited the annexed financial statements comprising of-

(i) balancesheet:

(i) statement of comprehensive income;

(i) statement of changesin funds;

(iv) cashflow statement;

(v) statementof contributions:;

(vi) statement ofclaims;

(vil) statement of expenses of Dperator’s fund;

(viii) statement of expenses of Participants’ Takaful fund; and
(ix) statementofinvestmentincome

of Alfalah Insurance Company Limited Window Takaful Operations (the Operator) as at 31 December 2016, together with
the notes forming part thereof, for the year then ended.

It is the responsibility of the Operator's Board of Directors to establish and maintain a system of internal control, and
prepare and present the financial statements in conformity with the approved accounting standards as applicable in
Pakistan and the requirements of the Insurance Ordinance, 2000 (0(XX of 2000) and the Companies Ordinance, 1984
(XLVII of 1984). Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the Intemational Standards on Auditing as applicable in Pakistan. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting policies used and
significant estimates made by the management, as well as, evaluating the overall financial statements presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion:

a) proper books of accounts have been kept by the Operator as required by the Insurance Ordinance, 2000 and the
Companies Ordinance, 1984;

b)  the financial statements together with the notes thereon have been drawn up in conformity with the Insurance
Ordinance, 2000 and the Companies Ordinance, 1984, and accurately reflect the books and records of the Operator
and are further in accordance with accounting policies consistently applied except for the changes as stated in note
2.5 of these financial statements, with which we concur;

c)  the financial statements together with the notes thereon present fairly, in all material respects, the state of the
Dperator's affairs as at 31 December 2016 and comprehensive income, its cash flow and changes in equity for the
year then ended in accordance with approved accounting standards as applicable in Pakistan, and give the
information reguired to be disclosed by the Insurance Ordinance, 2000 and the Companies Ordinance, 1984; and

d) noZakatwasdeductible under the Zakat and Ushr Ordinance, 1980 (XV1ll of 1980).

E_,"‘i cm.—-—i [ne

Chartered Accountants
Engagement Partner: Faroog Hameed
Lahore: 23 February 2017
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Balance Sheet as At 31 December 2016

[Rupees in thousand)
2016
Note Fuaned Takaful Fund ___Aggregate
Operator's Fund
Slalulory Fund 3 50,000 = 50,000
Accurridzaled profit 1,890 - 1,880
51,880 - 51,680
Oarde Hasna conbribuled 1o Paricpant=" Takahil Fund {20,000 - {20,000y
31,880 - 31,690
Wiagf / Parlicipants” Takaful Fund
Cede: Moy - 500 500
Accumubaled oo - (13,7 (13,
{13.207) [13.207)
Crarde Hasna received rom Operabors’ Fond - 20,000 20,000
- 68,783 6,793
Underwriling provisions
Priowision for sulstanding dhairs [including IBNR] - 13177 13177
Prowision fof uneasmmed conlribulion - 51478 51,476
Uneamed retalcfil rebabe ] - [iziv] (i)
Tolal understiling provisions - 65,330 85,339
Creditors and acoruals
Conlibulions: recsived i advance - 1,369 1,369
Aunounls due o ofher kalul | retakall operabon 129 7,264 T.383
Uneamed wakaba fees 17.874 - 17,674
Aotried Expenses T 1,991 5,680 TET1
Oither credilors and soonssks a 8389 1,683 10,082
Wakala fee payable - 33,940 33,540
28,383 49,945 TE, 329
TOTAL LIABILITIES 28,383 115,285 143 668
TOTAL EQGLATY AND LIABILITIES 60273 122,078 182,351
CONTINGENCIES AND COMMITMENTS 9
Cash amd bank deposits
Cuirenl and olfwsr accounls 10 22,536 .77 114,307
Dther assets.
Conlribaticns due bul ungesid - nel - T.M5 7,345
Deferred commission expesims 3,602 - 3,802
Desfeerred wakal lees = 17874 17874
Pregrail relakalul contribidion caded {FTF) - 2,780 2,780
Amounls due from olbwer Lakalul § retakabul operslion i - 843 943
Salvage reooseries oomued - B3 B3
Restaskaalul e against oulstanding daims - 107 107
Taxalion - payrmenls kss provision 185 T3 268
Sundry recedeabies 12 - 382 a2
Waiakoka fee reoedeabile 33,840 - 33,940 |
T T 30,307 68,044
TOTAL ASSETS 60,273 122,078 182,351

The amnesied noles from 1 o 22 Toom an inbegral g of these Enancial stalements_
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement Of Comprehensive Income

For The Year Ended 31 December 2016

Marine,
Fite amd avialion Othets
preperty and ineluding
Note darnsge transport Motor Miscellaneous Toital
(Rupees in theusand)
PARTICIPANTS' REVENUE ACCOUNT
Net coniribulion revenue 403 186 36,456 : 37,063
Het claims : {12) {17.901) - {17.913)
Wakals expense (7o) iB24) {14,638) {10) {16,066}
Direct expenses 13 (2 (1) {18.582) - {18,585)
Het rebile on re-talaful 5EE 440 58 T 1,060
Underwriting resuils 162 {11} {14,607) 5 (14.451)
Profl on deposits T44
General and adminisiralion sxpenses -
744
Deficit for the year {13,707}
Accumulated deficit lor the year
Balanse at the commencament of the year =
Deticit for the year {13,707}
Ealanes al the and of Sue year 13.7071)
OPERATORS' REVENUE ACCOUNT
Wakala foe 84 624 14,638 10 16,066
Commission expense (47T} (z05) {1.841) (s) (2.818)
Management expenses 1 (444) {182} {T693) {6} {8,325)
(127} a7 5,004 i) 4923
Prof on deposits 1958
General and adminisiralion sxpenses 15 4,913
{2.955)
Profit far the year 1,968
Ofher comprehensive incoms: {T8)
1,890
Balanes of unappropristed profit t the beginning of the year :
Profi for the year 1,880
Balance of unappropristed losses at the end of the year 1,580

Thei anexesd nodes hom 1 1o 22 tonm an integral par of hese Bnancial slatements.

Director

A

N Lannk

Chief

Officer and
Executive
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement Of Changes In Fund
For The Year Ended 31 December 2016

Operators Fund

Fund _Qardehasns ___profit Total
(Rupees in thouwsand)

Balance as al 01 January 2016

ConbribuBons made during the year 50,000 - . 50,000
Prafit for the year - - 1,850 1,500
mmﬂﬂﬂm mcorme for ﬂEjEH - - - -
Total comprehensive oes o he year - - 1,850 1,800
Transsciions with owners

Gand-e-hasna contribubed to Paricpants’ Takat Fund . {20,000) - {20,000}
Balance az a1 31 December 2016 50,000 {20,000} 1,890 31,800

Participants” Takatul Fund

Ceded money  Oard-s-hasns loss Total
(Rupees in thousand)

Balance as al 01 January 2016

Wagl money | Cede money 500 - - 500
Loss for the year - - {13,707) {13,707}
Otfer comprefienasive Ncome kor he year - . - -
Total comprehensive e for he year - - (13,707) {13,707}
Transsclions with owners

Cand-e-hasna coninbubed by Sharsholders fund . 20,000 . 20,000
Balance as ai 31 December 2016 500 20,000 (13,707) 6,703

The annexed nobes frodm 1 B0 22 form an integral par of theze financial slalements.

N Sawiwl.

Director Director Chairman Principal Officer and
Chief Executive



ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Cash Flow Statement
For The Year Ended 31 December 2016

2016
Operator's Participants’
Fund Takaful Fund Aggregats

(Rupees in thousand)
Operating cash Nows

Takalul activilies

Conlribution recaived e 82,089 j: P
Retakatd conbibution paid - (4.822) {
RFetakaiul rebate received - 1,268 1.269
Commissions paid {2.852) - 2.
Claims pasd - (4,843) {
Retakatl recoveries recehesd = al -
Mansgement expense paid {6.334) {12915 [LL)
Mel cash (oulflow) I inflow Trom takcaful activities {8 2B6) 70,778 51,482
Other operating activities

Income tax pakd {185} (ray {ﬂﬂ;l
Oiher aperaling receipls / (payments) S8 {178} Ll
Met cash inflow | (outflow) rom other operating sctivities [136) (251} (387)
Total cash (outfiow) [ inflow from all operating activities [8.422) 70527 61,105
Investment activities

Profit  refum received 1,858 744 2.702
Totsl cash inflow from imnesting sclivities 1,858 744 2,702
Finaning activities : ;

Contribiition 1o the Operators Fund 50,000 - 50,000
Cede Money . 500 500
Dard-a-hasna {20, 000 20,000 -
Total cash outflow from investing sclivities 30,000 20,500 50,500
Net cash oulflow from all sctivities 22 536 2,771 114,307
Cash at the beginning of the period . ' .
Cash at the end of the period 22 536 o],771 114,307

The annexed notes from 1 1o 22 fomm an inkegral part of these Rnancal stalemenis.

N Lannk

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

Cash Flow Statement

For The Year Ended 31 December 2016

Reconciliation bo profil and loss account

Operatoes
Fund

Participanta’
Takahul Fund

—Aggregate

(Rupses in thousand)

Operating cash flows
Increass in assets other than cash
e in latiities

Dther opessting activities
Dividend and offver ivvestmedl nooeme

Profil | deficil lor the perod

Definition of cash

Cash for the purposes of the Cash Fiow Staberment consists of-

Current and offver accounts
Savings acoounts

Dieposits mratiiting wilhin 12 moniis

{9,422 70,527 &1,105
I 30,307 63,044
(115,285} (143,

(s8) (14,451} {14,518)
1,958 744 2702
1,890 {13,707) {11,517)
22 536 21,771 114,307
22 536 81771 114,307

The annexed nobes from 1 ko 22 form an inlegral pa of Mese finsncisl slatamenls.

A/ VA4

Principal Officer and
Chief Executive



ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement of Contributions - PTF
For The Year Ended 31 December 2016

Takaiful underwritten inside Pakistan

Het

Unearmned contribution Prepaid re- takaful contribution
Contritution TESCTVE Contribution  Re-takaful contribution ceded R-takaful TP

Direct and facultative written Opening  Closing eamed ceded Opeming Clorsing CEQpENST 2016

(Rupces in thowsand)
Class

Fire and propesty damage 5,241 2567 2544 4.424 A8 2,241 T
Marine, anviation and ranspor 2148 L] 2,082 1,896 1,806 186
Moior 0, 20 48,791 41 f29 5,042 579 5,383 36, 468
Others including Misoellaneous. i} x 5 41 18 e il ]
G, 065 51476 16,500 12,306 2,760 G536 7,063

The armexed nobes from 1 1o 22 form: an inbegrad par of these inancial stailemesnts

N Lannk

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

Statement of Claims - PTF
For The Year Ended 31 December 2016

Takaful underwritten inside Pakistan

Re-takaful Re-talcafl and other Re-takaful Mt
and other recoweries in respect of and other claims
Claims Onststanding clsims Claims TECOvETies outstanding dlairms recoveries | eEpense
Direct and facultative paid Opening  _ Closing CXpEnsE received ‘Opening Closing revenue 2018
(Rupees in thousand)
Class
Fare and propesty demage
Mawine, avialion and iansport 114 112 107 w7 12
Moloe 4,843 13,058 17,804 17,501
Others including Miscollancous
Total 4,843 13,177 18,020 107 107 17,913

The: armexed nobes from 1 o 22 form an integral part of these mancial stxbements

%%f/  — ; M daen

Principal Officer and
Chief Executive



ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement of Expenses - OPF
For The Year Ended 31 December 2016

Takaful underwritten inside Pakistan

Nt taikatul
Commission Met Other operator
pabd o Deferred commisaion commission mansgement ANPENSES
Direct and tscultative payable Opening Clasing ENPERSEY SHPENSES 2016
{Rupees in thousand)
Class
Fire and propety damage a7 - 531 aATT 444 221
Marime, avialion and transport AT - 12 3a5 182 577
Micsbor 5,007 - 3,066 1841 T.EE3 8634
Oithers nchuding Miscellaneous g . 4 5 [ "
Total 5,4__ - 3 602 ZE'IB 5325 11 .11_3_

The annexed notes from 1 b Z2 Torm an ndegral par of these financial stalements.

A/ S

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

Statement of Expenses - PTF
For The Year Ended 31 December 2016

Het talcalul
Gross PTF Net rebate  Participants”
Wakala Delemred wakala fee Met direct from re-takaful  Expense
Direct and facultative Fiee Opening Closing _ eXpenses  expenses 2016
[Rupees in thousamd)
Class
Fire and property damage 1,573 - 779 T34 2 555 24
Mlarine, avialthon and ranspo a4 20 624 1 440 185
Motor 31,706 = 17,068 14,638 18,582 58 33472
Oihers inciuding Miscellaneois i - T 10 - T 3
Tutal 33,840 - 17 874 16,066 18.5095 1,060 33,601

The annexed noles from 1 1o 22 form an inbsgral part of these Bnancial stalements.
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Principal Officer and
Chief Executive
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Statement Of Investment Income
For The Year Ended 31 December 2016

(Rupees in thousand)
2016

PARTCIFANTS" TAKAFUL FUND
Income from non-trading imsestments

Profit on deposits Ta4
Met investment income for the period Ta4
OPERATOR'S FUND
Income from non-trading investments

Profit on deposits 1,853
Met iirvestfmenl intode fof the pefiod 1,958

The anmexed noles from 1 10 22 fom an nbegral part of hese Bnancal slaterments.

A/ S

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

Notes To The Financial Statements
For The Year Ended 31 December 2016

21

23

24

THE COMPANY AND ITS OPERATIONS

Alfalsh Insurance Company Limited (the Operalor) is a general nondife insurance company which was
incorporaled as an unguoled pubdic limited company in Pakislan on 21 December 2005 under the Companies
Ordinance, 1984. The regislered office of the Company is silualed al 5-Sainl Mary Park, Gulberg, Lahore.

Alfalah Insurance Company Limited (the Operator) has been aflowed to undertakeWindow Takaful Operations
{WTO) throwgh Licensa No. 11 on 30 September 2015 by Securilies and Exchange Commission of Pakistan
undar Window Takaful Rules, 2012 .

For the purpose of carmmying on the takalul business, the Operalor has formed a Waqgl | Parlicipanl Takaful
Fund (PTF) on 13 January 2016 under the Wagl Deed with a Cede monay of Rs. 500 thousand. Tha Wagl
Deed govemns the relationship of Opeator and Participants for managemsent of lakalul operations.

BASIS OF PREPARATION

These financial statements of the General Window Takalful Operations have been prepared in accordance with
the reduiremants of the Insurance Ordinance 2000, the SEC (Insurance) Rules, 2002, SECP Takaful Rules,
2012, SECP Circular Mo. 25 of 2015 dated 9 July 2015, the Companies Ordinance, 1984 and approved
accounting slandards as appbcable n Pakistan. Approved accounting slandards comprise of such
International Accounting Slandards as nolified under the provisions of the Companies Ordinance, 1984.
Wherever, the requirements of the Insurance Ordinance, 2000, the SEC (Insurance) Rules, 2002, SECP
Takaful Rules 2012, the Companies Ordinance, 1984 or direclives issued by the Securilies and Exchange
Commission of Pakislan differ with the requirements of these slandards, the requirements of the Insurance
Ordinance, 2000, the SEC (insurance) Rubes, 2002, the Companies Ordinance, 1984 or the requirements of
the said directives ake precedenca.

These financial statements reflect the financial position and results of operations of both the Operator's Fund
{OPF) and Participants' Takalful Fund (PTF) in a manner thal the assets, liabiities, income and expanses of
the Operalor and PTF remain separately dentifiable. These are the firsl sel of financial stalements of the
Alfalah Insurance Company Limited - Window Takalul Oparabions.

Basis of Measurement
These financial statements have beon prepared on the historical cost basis.
Functional and Presentation Currency

These financial stalements are presenied in Pakistani Rupses which s the Operator's functional and
presentation currency. All financial information presented in Pakislani Hupees has been rounded to the
neares] Ihouwsand.

Use of Judgements and Estimates

The preparation fnancial slalements s in conformily wilh approved accounling slandards requifes
management lo make judgments, estimates and assumpbons thal effect the application of policies and
repored amounts of assels and liabililies, income and expenses. The judgments, estimales and assumplions
are based on historical experiance, current rends and vanous other factors thal ane belisvedio be reasonable
under the crcumslances, the resulls of which form the basis of making the estimates aboul carrying values of
assals and labiities thal are nol madily apparent from olher sources. Actual resulls may differ from these
eslimabes.



ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes To The Financial Statements
For The Year Ended 31 December 2016

The estimates and underying assumplions are reviewad on an ongoing basis. Revisions o accounting
eslimates ars recognised in the period in which The eslimals is revised if the revision affects only thal pariod or
in the revision and future periods if the revision affects both current and future periods. In particular, the
miallars involving a higher degree of judgment or complexity, or areas where assumpbions and estimales ang
significant lo the financial slalements are;

— Provision for uneamed conlribulions - Nole 3.3

— Conftribution deficiency reserve (liability adequacy lest) - Nota 3.4
— Provision for outstanding claims (including IBNR) 3.6

— Recaivables and payables related Io takaful conlracts - Nole 3.12

25 Standards, inlerprelations and Amendments to Published Approved Accounting Standards Effective in 2016

The accounbing policies adopted in the preparation of these financial statements are consistent with those of the previous
financial year except as describe below:

Hew Slandards, Inlerprelations and Amendments

The Company has sdopled the following accounbing standard and the amendments and interpretation of IFRSs which
became effectve for the cument year:

IFRS 10, Conzobdated Financial Statements, Disclosure of interests in Other Entibes and

IFRS 12 & Separate Financial Stelemends — Investment Entiies: Applying the Consolidabon

lAS 28 Exception (Amendment)

IFRS 11 Joint Arrangements - Accounling for Acquisiton of Interest in Joint Operation
(Amendment)

IAS 1 Prezantation of Financial Statements - Disclosure Initiative (Amendment)

IAS 16 & Property, Plant and Equipment and inangible sssets - Clanficabon of Acceptabie

IAS 38 Methed of Depractation and Amortization (Amendment)

1AS 16 & Property, Plant and Bquipment 1AS 41 Agnculture - Agncultere: Bearer Planis

1AS 41 {Amendment)

IAS 27 Separale Financial Stalements — Equity Method in Separate Financial Stalements
{Amendment)

Improvements 1o Accounting Standards lssued by the IASE in September 2014

IFRS & Mon-cusment Assets Held for Sale and Diecontinued Operabons - Changes in mathods
of desposal

IFRS ¥ Financial nstniments: Disclosures - Sanacing contracts

IFRS ¥ Financiad Instruments: Disclosares - Apphcability of the offsetting disclosures o
condensed intenm financial statarmeants

lAS 18 Empiloyee Benefits - Discount rate: regional market issae

LAS 34 Intenim Financal Reporting - Decosase of informabon ‘eleewhene in the menm fnancial
et

The adopbon of the above standards, amendment and improvemant 1o accounbing standards did not have any effect on the
condensed interim financial statements.

26 Standards, inlerpretations and Amendments to Published Approved Accounting Standards That are
nol Yet Effective:

The folowing standards, amendments and interpretabons with respect o the approved accounting standands a3 applicable
in Pakistan would be effective from the dates menboned below against the respective standsad or interpretation;
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes To The Financial Statements
For The Year Ended 31 December 2016

27

31

Effective dale
{annual periods beginning on or
Standard oF Interpretation after)

IFRS 2 - Share-based Paymenls — Classibcabon and Measwement of 01 January 2018
Share-based Faymenls Transactions (Amendmems)

IFRS 10 - Consolidated Financial Statements and 1AS 28 Investrment in Lreferred msdetinitely
Assocales and Jont Venbures - Sale or Contribubion of Assets
between an Investor and s Associale of Joint Venhse
(Arnendment)

Ias T - Statement of Cashfiows - Disclosure about changes in habilites. 01 January 2016
anzing from financing acthibies (Amendments)

IAS 12 - Income Taxes - Recognibon of Deferred Tax Assets for 01 January 2017
Umrealized Losses (Amendments)

IFRS 4 - Ingurance Contracls: Applying IFRS 9 Financial instrements with 01 January 2018
IFRS 4 Insurance Contracts — (Amendments)

1A% 40 - lwestment Property: Transfers of  Investment  Property 0l January 2018
{Armendments)

IFRIC 22 - Foresgn Casrency Transactons and Adwvance Conssderation 01 January 2018

The sbove slandards and amendments are not expected to have any matenal mpect on the Company’s fnancial
statements in the penod of intial application.

In addition 1o the above standards and amendments, improvements o vanious acoounting standsnds have also been ssusd
by the IASE in December 2016, Such improvements are generally effectve for accounbing perods beginning on or after 01

January 2017. The Company expects that such improvements 1o the standands will not haveany impact on the Company’s
financial statements n the penod of initial applcation.

Further, following new standands have been issued by 1ASB whech are yet to be notified by the SECP for the purpose of
applicability in Palistan. The Company does not expect a ssgnificant impact on it financial stalements after applicability of
IFRS 14, whereas it is in process of assesaing the impact of other standards.

LASH Effective dale (annual pericds

beginning on o after)
Standand
IFRS 1 - Fst bme sdoption of International Financial Reporting Standands 01 January 2009
IFRS 9 - Financial Instruments: Classification and Messurament 0l January 2018
IFRS 14 - Feguiatory Dedemal Accounts 1 January 2016
IFRS 15 - Revenue from Conbracts with Customers 01 January 2018
IFRS 16 - Leases 01 January 2019

In Movember 2012, the SECP wide is nobfications SRO MNo. 1338 / 2012 and 5RO no. 1384 72012 published revised draft of
insurance accounting regulabons and draft amendments i SEC (Insuwrance) Rubes, 2002 respactively. These regulabons
amnd ammendments are nol yet effectve.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Takaful Contracts
The lakalul contracts are based on the prnciples of Wakala. The lakalul contracts so agreed usually inspired

concapl of tabarru (lo donate for benalils of olhers) and mulual sharing of lossas wilth the overall objectiveof
eliminating the uncerlainty.



ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes To The Financial Statements
For The Year Ended 31 December 2016

Contracts under which the Participant Takalul Fund (PTF) accepls significant lakalul nsk from another parly
{policy hoider) il spediied uncerain fulure event (the takalul event) adversaly affects the policy holder are
classified as lakaful contracts. Takaful risk is significant il a tkaful evenl could causs the PTF o pay
significant benefils due o the happening ol the takaful event could cause the PTF o pay significant benafits
due lo the happening of the lakaful evenl as compared lo its non happening. Once a coniracl has been
classified as a akaful contract, it remains a takaful contract for the remaindeor of its lfelime, evenif the takaful
risk reduces significantly during this peniod unless all nghts and obligations are exlinguished or expired.

Takalul contracls ane classifed nlo following main calegones, depending on the nalure and duration of takalul
risk and whether or nol the lerms and conditions are fixed.

- Fire and properly damage

- Marine, aviztion and ransporl
- Molor

- Ohers including Miscellansous

These contracls are nomally one year akaful conlracts excepl manne and some contracts of others including
miscellansows class. Normally all marnne takaful contracts are of three months period. In others including
miscallansous class, some anginearng lakahil conlracts are of mone Lhan one year pariod.

Thesa contracts are provided to all types of cuslomers based on assessment of takaful risk by the Operalor.
Mormally personal lakaful contracts e.g. vehicle, personal accident, elc. are provided o individual customers,
whersas, lakaful contracts of fire and properly damage, manne, avialion and ransporl, health and olter
commercial ine products are provided o commearncial organizations.

Fire and properly damage lkalul contracls mainly compensate the Operalor's customers for damage
suffered lo thair proparies or for he value of property losl. Customens who underake commercial actvilies on
their premises could also receive compensation for the loss of earnings caused by the inabiity lo use the
lakalul properties in their business aclivilies.

Marine lakalul covers the loss or damage ol vessals, cargo, lerminaks, and any ranspor or proparty by which
cargo is ransfemed, acquired, or held between the points of ongin and final destination.

Melor akalul provides protection against losses incurmed as a resull of thedl, raffic accidents and against third
parly kability thal could be mourred in an accidenl

Oiher vanious lypes of lakalul are classified in olthers including miscellaneous category which includes maindy
anginearing, kermorism, personal accident, worker compensation, products of financial institulions, crop olc.

The Opamator also accepls takalul sk pertaining Lo takalul contrads of other akalul as re-lakaful inward. The
lakaful risk involved in these contrads is similar o the conlracts underaken by the Operator. All relakaful
imward contracts are facullative (specific risk) accaptance confracts.

3.2 Contribution

For all the lakaful conlracts, Contribulions received / receivable under a takaful policy are recognised as writlen
at the lime of issuance of policy. Where Contributions for 2 policy are payable in instaliments, full Gontribution
for the duration of the policy is recognised as wrillen at the inceplicn of the policy and refated assets set up for
Conlribulions recaivable al a later dale. Contribulions are slaled gross of commission payable Lo inlermediarnies
and exclusive of taxes and duties levied on Contribulions.
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ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes To The Financial Statements
For The Year Ended 31 December 2016

33

Provision for Unearned Contributions

Provesion for sneamed conlribution represents he porion of contribulion wrillen rmlaling o the unexpired
period of coverage and is recognised as a liabidity by the Operalor on the following basis:

- for marine cargo business, conlribulion wrillen is recognised as provision for unearmed contribution until the
commancemenl of voyage.

- for other classas contribulion writlen is recognised as provision for uneamed contribution by applying the
1/24th malhod as specified in tha SEC (Insuranca) Rides, 2002,

Contribution Deficiency Reserve (Liability Adequacy Test)

The Operalor maintains a provision in respec] of contribution deficiency for the dass of business whara the
urseaned contribution liability is notl adequale o meel the expecled future liability, afler retakaful, from daims
and other supplementary expenses expecled lo be incurmed aller the balance sheet date in respec! of the
unexpired lakaful contracts in that dass of business al the balance sheel date. The movement in the
contribution deficency reserve is recorded as an expensa/ ncome in the profit and boss account for the year.
Mo provision has been made as the uneamed conltribulion reserve for each cass of business as al the
balanes sheet dale is adequate lo meel the expecisd fulure lability, afler retakaful, from daims and other
supplementary expenses expected o be incurred after balance sheet date in respect of lakaful conlracts n
foree: al balance sheel date. The expected ullimate net daim ratios for unexpired perods of policies in fores at
batance sheel dale for each cass of business is as follows;

216
- Fire and property damage 0%
- Marine, aviation and lranspor 5%
- Motor 49%
- Health 0%
4B%

- Others including Miscellaneous
Claims

Claims are charged 1o PTF income as incurmed based on estimated liability for compensalion owed under the
lakaful contracts. lincludes caims handiingoosts that are direclly related 1o the processing and settement of
claims, a reduction for the value of salvage and other recoveres and any adjustments to cdaims oulstanding
from previous years.

Provision for Outstanding Claims (Including IBNR)

A liability for cutstanding claims is recognised in respect of all claims incurred up o the balance sheet dale
which is measured al the undiscounted value of expected lulure payrments. Provision for oulstanding claims
inciude amounts in relation to daims reported bul not sellled, cdaims incurred but not reponed (IBNR) and
expecled clams salllement cosks.

The provision for claims incured but not reported (IBNR) is made al the balanos sheel dale. In accordance
with SECP dgrcular no. 9 of 2016. The Operator lakes aduarial advice for the determinationol IBNR claims.
IBNR claim have been estimated using Chain Ladder {CL) methodology. The Chain Ladder (CL) Method
involves determination of development factors or link ratios for each period. These are then subsequently
combéned 1o determinge Cumulative Development Factor (COF) which represents the exlent of fulure
developmant of claims lo reach their ullimale level.

Retakaful recoveries against outstanding claims are recognized as an assel and measured at the amount
axpeched b ba recaived.



ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes To The Financial Statements
For The Year Ended 31 December 2016

37 Retakaful Contracts
Retakalul Conlribulionis recognised as an expenseal tha time the retakaful is ceded. Rebale from retakafulis
recognised in accordance with the policy of recognising contribubon revenue. Relakaful assels represent
balancas due from relakaful operalors and relakalul recovenes agains! outstanding claims. Relakaful liabiliies
represent balances due to relaksful operators and are primarily relakaful conlnbutions payable for relakaful
contracts and are recognised al the same bme whan retakaful contnbulions are recognised as an axpense.

38 Commission

Commission expense

Commission axpensas incurmed in oblaining and recording policies ks delerred and recognised as an axpense
in accordance with pattern of recognilion of contribution revenue by applying the 1/24th method.

Rebate from retakaful operators
Rebate from relakalul operators is defermed and recognised as revenue in accordance with the patlern of
recognilion of the relakaful Contribution to which il relates.
39 Wakala fee and Mudarib Share
Tha Operalor manages lhe general takalul operalions for the parlicipants and charge lhe lollowing

percantages of gross conlribution as Wakala Fee 1o meal the marketing and sales expenses (including
commissions), administrative and managemen! expenses:

Fire and properly damage 0%
Marine 30%
Molor 35%
Heallh 15%
Others including miscallansous 30%

Tha Takaful oparalor manages the nvestmeant of the Participantl's Funds as Mudariband charge 25% of the
investment income eamed by the PTF as Modarib Share.

Wakala fee and Mudarib shara shall be recognized on the same basis on which relaled revenue shall be
recognized. Unexpired porticn of Wakala fee shall be disclosed as a liability for the Opralor’s Fund and an
assal of Participant’s Fund.

310 Revenue Recognition
Paricipants” Takaful Fund

Contribution Income

Contribubicn income is recognized over the pariod of takaful contract from the date of ssuance on the
following basis:

(a) For busness other than marnine cargo business, evenly over the penod of takalul contract;
(b} For marine cargo business, immedialely afler the commencement of voyage; and

Wherea the pattemn of incidence ol takaful risk vanies over tha perod, conlribulion s recognized as revenua
in accordance with the pattem of the incidence of akaliul risk.

Rebate from retakaful operators
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Thea revenue recognilion policy for rebale from retakaful operator is given under nole 3.8

Operator's Takaful Fund

Tha revenue recognition policy for wakala fee is given under nole 3.9
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Participants' Takaful Fund / Operator's Takaful Fund

Investment income

Return on investments, profil on profit and koss sharing accounts and bank deposits are recognised on accrual
basis.

in Creditors, Accruals and Provisions

Liabifities for credilors and olher amounts payable are cared al cost which s the fair value of the
consideration o be paid in the fulure for the goods and or services received, whether or nol billed 1o the
Operalor. Provisions are recognised when the Operalor has a legal or constructive obligalionas a resull of a
past evanl and il i5 probable that outflow of esources embodying econamic banefils will be required 1o saltle
the obligation and a reliable estimale can be made of the amount of obligation. However, the provisions are
reviewsad al balance sheel dale and adjusted to reflecl current besl estimales.

312 Receivables and Payables Related to Takaful Contracts

Receivabdes and payables related Lo lakalul contracts are recognised when due al cost which is the fair value
of the consideralion given less provision lor impasrment, if any.

3.13 Expenses of Management
The axpenses ncumed peraining ko lakalul contracts which are direclly attributable to the Participanl's Fund
were charged to the Parlicipanl Fund as permilled under the Takaful Rules, 2012, The Direcl Expenses of
Participant’s Fund of molor class includes the cost of installing and moniloring of tracking syslem incurred
during the year.

3.14. Cash and Cash Equivalents
The preparation of the condensed nlerm nancal information requires Mmanagement o make judgmenls,

estimates and assumplions thal affect the application of accounting policies and the reported amounts of
assels and labilities, income and expenses. Actual results may differ from these estimates.

3.15. Defined Benefit Plan
T'he Company has established an approved gratuity fund for all permanent employees. Monthly conlributions
are made 1o the fund on the basis of actuaral recommendations and in ne with the provisions of the Income

Tax Ordinance, 2001. The lales! actuanal valuation was carmed out as al 31 Decamber 2016.

4 The profil of the Operator s laxed as parl of the lotal profit of the Alfalah Insurance Company Limled as the
operator is nol seperately regstenad for lax purposas.

5 STATUTORY FUND

Amount of Rs. 50 million is deposiled as statulory resemves to comply with provisions of para 4 of Circular Mo B
of 2014 read with section 11(c) of Takaful Rubes, 2012 ksswed by SECP.
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Rebate Rebate from
received or Unearned Rebate retakaful
receivable Opening _ Closing _ _ operators

(Rupees in thousand)

] UNEARNED RETAKAFUL REBATE

Fire and properly damage 1,142 - 587 555
Marine, avialion and transport 458 - 18 440
Molor 135 - T 58
Others including Miscellaneous 1 - 4 T

1,746 - GG 1,060

2016
Operator Participant

101 The rale of profit on profit and loss shanng accounts from bank range from 3.79% to 4.48% per annum depanding upon the size of
average deposils.

fund fund Aggregate
(Rupees in thousand)
T ACCRUED EXPENSES
Tracker expense payabla - 5,680 5,680
Bonus payabla 650 - 650
Aundil fee payabla 315 - 315
Sundry expanses payable 1,026 - 1,026
1,991 5 GA0 7,671
8 OTHER CREDITORS AND ACCRUALS
Federal excise duly - 1,012 1,012
Federal insurance fea - 96 96
Payabde o Alfalah Insurance Company Limited 4783 - 4,783
laxes payable 17 438 455
Agency commission payable 3,339 - 31319
Payabile 1o Paricipants’ Fund 236 = 236
Others 14 147 181
B,389 1,693 10,082
9 CONTINGEMCIES AND COMMITMENTS
9.1 Contingencies
There is no conlingency (o be reported at the year end.
9.2 Commitments
There are no commilments 1o be reported al the year and. 2016
Operator Participant
fund fund  _Aggregate
{Rupees in thousand) x>
10  CURRENT AND OTHER ACCOUNTS -
,
Current account - - - .E
Savings accounl 101 22 536 91,771 114,307 =
m
=2
22 536 51,771 114,307 o
_r
BJ
=
h

1 AMOUNTS DUE FROM OTHER TAKAFUL / RETAKAFUL OPERATOR

These are unsecured and considered good.
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2016
Operator Participant
S fund _ _Aggregate
(Rupees in thousand)

12 SUNDRY RECEIVABLES

Recaivable from Alfalah Insurance Company Limiled - 146 146
Recaivable from Operators” Fund - 236 236
Sales lax receivable B - B
= 382 38z
2016
{Rupees in thousand)
13 DIRECT EXPENSES - PTF
Bank charges 36
Policy slamps -
Tracker expenses 18,559
18,595
14 MAMAGEMENT EXPENSES - OPF
Salaries, wages and other benefils 3,898
Staff retirement benafils 14.1 93
Communication 610
Printing and slalionary 432
Travelling and conveyanca 23
Enlerfanment B
Inspaction fea 5
Sundry expenses 441
Dexprecition 989
Generalor expenses 141
Hant, rales and laxes 1,125
Cede monay 500
5325
14.1 This Reprasents Gratuily Confribution For Permanenl Employess.
15 GEMNERAL AND ADMINISTRATION EXPENSES - OPF
Shariah advisor lee 1,540
Audilors’ remuneration 151 s
Repair and maintenance 2,565
Advertisamenl axpenses 240
Insurance axpenss 253
o 913
= 151 AUDITORS' REMUNERATION
=
DD: Statlulory audit fee 125
= Stahutory cerification 75
E Hall yearly review 75
-3 Oul of pockel expenses (including salkes tax) 40
= |
= 315
=
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16

17

TRANSACTIONS WITH RELATED PARTIES

Relaled parties comprise of direclors, key managemenl personnel, associaled companies and enlities wilh common direclors
and employee reliremenl beneflil lunds. The ransaclions with relaled parles are camed oul al commercial lerms and
conditions excepl for compensaltion o key managemant personnal which are on employment terms. Conlribulions and accruals
in respect of siafl relirement benefils and other benafit plans are made in accordanca with the acluarialvaluations [ terms of the
contribubion plan.
2016

(Rupees in thousand)

Transaction during the period

Associated Undertakings and other related parties

Profil on deposils 2703
Expanse charged in respect of retirement banefil plans 194
Key Management Personnel

Koy managemen! personnel compensalion 3,303
Conlribution wrillan 11
Conlribulion recehable i
Shariah advisor foe 1,540

All transactions wilh related paries have been carmried oul on commercial lerms and conditions.

SEGMENT REPORTING

An operaling segmenl is a component of the Operalor thal engages in business aclivilies from which il may eam revenues and incur
expanses. The Operalor presenls segmenl reporfing of operaling resulls using the classes of business as specified under Lhe
Insurance Ordinance, 2000, SECP Takaful Rules 2012 and the SEC (Insurance) Rules, 2002 as the pamary reporfing formal

Azsels and liabiliies thal are direclly alinbulable to segmenls have bean assigned lo them while the camrying amount of cerain assels

wsed joinfly by bwo or more segments have been allocaled lo segmenis on a reasonable basis. Those assels and labilifies which
cannol be allocated Io a parficular segmenl on a reasonable basis ame reporled as unallocaled corporale assels and Eabililies.

Sagmenl wise assels and kabdlibes as at 31 December 2016 are as follows:

(Rupees in thousand)
Marine,
Fire and aviatiomn Dthers
property and including 2016
damage _ transport Motor Miscell i5 Health Total
OPERATOR'S FUND
Segmenl assels T7a 20 17,068 T - 17,874
Unallocaled assels 42,399
Consolidated tolal assets 60,273
Segrment kabilites 901 20 17,070 12 = 18,003
Unallocated liabililies 10,380
Consolfidaled lotal kabiliies 28,383
=
Z
PARTICIPANTS' TAKAFUL FUND E
T
Segment assels 5,765 358 22,858 G6 5 29,048 ;
Unallocaled assets 93,030 Li-
Consolidated (olal assels 122,078 %
_r
Seqgrment kabilies 3,839 1.391 65,311 1] - 72,601 .
o
Unallocated liabiliies 42 684 5

Consolidated lotal Eabilities 115,

12
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18

19

SURPLUS DISTRIBUTION

Takaful surples attributable 1o the participanis i calculaled after charging all direct cost and setling aside varous resenves.

QARD-E-HASNA

Il therre k= a deficl of sdmissible assets over ils liabiliies in the PTF, the operalor rom the Operalors” fund may provide Qard-e-
Hasna o the PTF so thal the PTF may become solvenl as per Takaful Rules, 2012,

Oparator would be allowsd 1o recover this gard from the PTF over any period withoul changing any profil.

RISK MANAGEMENT

The primary objeclive of the Operalor's nisk and financial management framework is o protect the Company's shareholder from the
avents thal hinder the suslainable achievemant of fnancial performance objectives, ncluding failing o exploit opportunities. Key
management recognisas the critical importance of having efficient and effective risk management systemn in place.

The Operator's risk management function is carmed out by the Board of Directors (the Board), with its associated committees. This is
supplemented with a clear organisational structure with documenied delegated authorities and responsibiliies from the Board of
Directors to the Chief Executive Officer and senior managers.

The Board of Direclors meels regularly fo approve any commercial, regulatory and organizational decisions. The Chief Execufive
Officer under the authority delegated from the Board of Directors defines the Operator's risk and its interpretation, limit structure to
emnsure the appropriate quality and diversification of assels, align underwriting and retakaful strategy fo the corporate goals, and
specify reporiing requirement.

The risk faced by the Operator and the way these risks are mitigated by management are summarnised below:

a) Femancial risk, categorized info;

- Cradit risk - note 20.1.1

- Ligquidity risk - note 20.1.2

- Markat risk - node 20.1.3
b} Capital adequacy risk - node 20.2
c) Takaful risk - note 20.3

Financial Risk
The Dpemator's aclivilies exposes it to a vanety of inancial risks: credit nsk, liquidity risk and market risk (including interest | mark-up
rate risk and price risk).

The Operator's principal financial risk instruments are financial investments, receivables arising from takaful and retakaful contracts,
statutory deposits and cash and cash equivalents. The Company's does not enter into any derivative fransactions.

The Operator's financial risk focuses on the unprediciability of financial markets and seeks o minimise potential adverse effects on
the financial periormance. Financial risks ansing from the Company's financial assels and l@&biliies are Bmited. The Company
consistently manages its exposure lo financial risk withoul any matenal change from previous period in the manner described in notes
bedow.

Credit Risk

Credif risk is the risk that arises with the possibility that one party to a financial instrument will fai to dischamge s obligation and cause
the other party to incur a financial loss. The Operator attempds to conirod credit risk by monitoning the following:

a) Credil worthiness of counter party;
b) Seclor wise concentration of counter party; and

The carrying amount of inancial assets which represents the maximum credit exposure, as specified below:
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20111

20.1.1.2

20.1.1.3

2016

Note OPF PTF

Financial assets {Rupees in thousand)
Bank balances 20.1.1.1 22 536 9.7 114,307
Confribution due but unpaid 20.1.1.2 - 7.345 7,345
Amount due from other takaful ! retakaful operator - 243 943
Retakaful recoveries against outstanding claims - 107 107
Sundry receivables - Jaz 382

22 536 100,548 123,084

The credit quality of Operator’s bank balances can be assessed with reference to external credit ratings as follows:

2016

Rating Rating
Short term _ Long term Agency OPF PTF
(Rupees in thousand)
Bank Alfalah Limited Al+ A PACRA 22536 21,771 114,307

The management monilors exposure to credit risk in coninbution receivable arsing from takaful and retakaful contracts, through
regular review of credit exposure and prudant estimales of provision for doubtful receivables.
Seclor wise analysis of contribution due but unpaid is as follows:

2018

Total
({Rupees in thousand)
Fimancial Institutions 3,805
Manufacturing 1,384
Health & Pharmacautical D4
Mizcellaneous & Others 953
Textile & composite 219

—

The cedit quality of amount due from other takaful | relakaful and retakaful recoveres against outstanding claims can be assessed
with reference fo external mtings as follows:

Amount due Retakaful
from other recoOveries
takaful / against
retakaful outstanding
Operators claims Total

(Rupees in thousand)

As at 31 December 2016

BB+ or above 671 107 e
BEE and BEB+ 272 - 272
243 107 1,050

The credit risk of retakaful recoveries against outslanding claims can be assessed with the following age analysis, estimated in a
manner consisient with the provision for outstanding claims, in accordance with the retakaful contracts:

Liquidity Risk

Liquidity risk is the risk thal the Operator will nol be able o meet its financial obligations as they fall due. Prudent liquidity risk
management implies maintaining sufficient cash and marketable securities and the availability of adequate funds through committed
credit facilities. The Company finances ils operafions through equity and working capital with a view to maintaining an appropriate mix
betwean various sources of finance fo minimize sk

On the balance sheet date, Operator has cash and bank deposils msignificant change in value of Rs. 22.5 million and Rs. 91.8 million
for Operator and Participants’ Fund respectively.
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a)

The table below analyses the Operalor's financal liabilibes inio relevant maturity groupings based on the remaining peniod at the
balance sheet date to contraciual maturity dates. The amounts disclosed in the table are the contraciual undiscounted cash flows.

OPF
Maturity Maturity
Carrying Contractual up to one after one
amount cash flows year year
(Rupees in thousand)
Accrued expenses 1,981 1,901 1,981 -
Dther creditors and accruals 3,353 3,353 3,353 -
5,344 5,344 5,344 -
PTF
Maturity Maturity
Carrying Contractual up to one after one
amount cash flows year year

(Rupees in thousand)

Provision for outstanding claims [including IBMR] 131477 13177 13177 -
Provision for uneamed contribution 51,476 51,476 51,476 -
Uneamed retakaful rebate GEG GB6 BBE -
Conlribubions received in advance 1,369 1,368 1,369 -
Amounts due io other takaful / retakaful operator 7.264 7264 7,264 -
Accrued expenses 5,680 5,680 5,680 -
Other creditors and accruals 147 147 147 -

TH.799 i 79,799 -
Market Risk

Markel risk is the nsk that the fair value or fulure cash flows of a financial instrument will fluctuate as a resull of change in market
prices such as interast rates, foreign exchange rates and aquity prices.

The Operator is exposed o market nsk with respect to its bank balances deposits.

The Operator limits market risk by maintaining a diversified portfolio of money market and eguity market and by continuous monitoring
of developments in respective markats. The company has formulated a bouidity-risk based investment policy approved by the Board of
Direclors which contains various guidefines for investment of surplus funds in money market and equity markel.

Interest rate risk

Interest rate risk s the risk that value of a financial nstrument or future cash flows of a finandal instrument will fluctuate due to

changes in the market interest Aies. Floating rate instruments expose the Operalor to cash fow interest risk, whereas fixed interest
rate instrument exposes the Company o fair value interast nsk.

Sensitivity to interest mite nsk arses from mismalches of financial assets and liabilities that mature or re-price in a given period. The
Oparator manages these mismatches through risk management sirategies where significant changes in gap position can be adjusied.

Al the balance sheet date, the inlerest rate profile of the Operator's significant inferest bearing financial instruments was as follows:

2016
Effective
Interest Carrying amounts Carrying amounts
rate Maturity up to one year Maturity greater than one year
% OPF PTF OPF PTF
(Rupess in thousand)

Financial assets

Bank balances 3.79% to 4.98% 22 536 81,771 E -

Sensitivity analysis

As on 31 December 2016, Operator had no finandal instrument valued at fair value through profit and loss.
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b)

c)

202

Currency risk

Currency rnisk is the risk thal the fair value or fulure cash flows of a financial instrument will Auctuate becasse of changes in foreign
exchange rates. Cumency risk anses mainly from fulure commercial transactions or receivables and paysbles thal esist due to
transactions in foreign currencies. The Operator's exposure to exchange rale fluctuation risk is insignificant as it hold Rabilifies of US $
Nil as at 31 December 2016.

Other price risk

Other price risk is the risk that the fair value or fulure cash flows of financial instrument will fuctuate because of changes in market
prices (other than those arising from profit rate risk or curmency nsk), whether those changes are caused by faciors specific fo the
individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the market

Capital Adequacy Risk

The Operator’s objective when managing capital is to safeguard the Operator's ability o conlinue as a going concern so that i can
continue o provide etums for shareholders and benefits for ofher stakeholders; and to mainiain a strong capital base o support the
sustained development in its businesses.

The Operator manages ils capital structure by monitoring return on net assels and makes adjusiments to it in the light of changes in
economic conditions. In order fo maintain or adjust the capital structure, the Operator may adjust the amount of dividend paid to
shareholders or issue new shares.

Takaful Risk

The Operator's takaful activiies are primarily concermed with the pricing. accaptance and management of risks from its customers. In
accepting risks the Operator is commitfing o the payment of claims and therefore these risks must be understiood and controlied.
Disciplined underwriting. encompassing risk assessment, risk management, pricing and exposure conbrol is critical to the Operator's
succass. The Operator manages these risks through its underwriting siralegy, adequate retakaful amangemeants and proactive claims
handfing.

The Operator is facing three kinds of sk in its akafu activiies, namaly;

- Confribution Risk -nole 20.3.1
- Claim Risk -note 20.3.2
- Retakaful Risk -nole 20.3.3
Contribution Risk

The takaful stralegy aims fo ensure that the underwritien risks are well diversified in terms of type and amouwnt of risk, industry and
geography. Pricing is generally based upon risk quality, historical daims frequencies, cdlaims averages, adjusted for inflation and
imposifion of deductbles. Risk inspeciions surveys are also conducted before acceptance of larger nisks. Underwrifing Bmits and
guidedines are in place to enforce appropriate risk seleclion criteria. For example, the Operator does not offer health takaful o walk-in
individual customers. Health takaful is generally offered to corporate customers with a large population fo be covered under the policy.

The Operalor manages the takaful nsk ansing from the geographical concentration of risk with the help of vanous MIS reporls
generaied 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
Evaluating and Standardizing Target Accumulations)codes with reference to the accumulation of sum insured in force at any particular
location againsi natural perils. For Manne nsks, complete fakaful detsils, besides sums nswed and contribufions, like vessel
identification, voyage input (sealairinland transit), sailing dales, onigin and destination of the shipments, per camy limits, elc. are fed
into the IT systerm.

The Operator also monitors concentration of risk by evaluating mulfiple risks coverad in the same geographical location. For fire and
proparty risk a parficular building and neighboring buildings, which could be affected by a single daim incident, are considered as a
single location. For earthquake risk, a complete city is dassified as a single location. Similarly, for marine risk, multiple risks covered in
a single vesseal voyage are considered as a single rnisk while assessing concentration of risk_

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

Participants Fund
Gross sum MNet sum
Insured Insured
Firer
Marine

Health
Ofhers including miscellaneous

A%
35%
Molor 25%
0%
%
00%
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20.3.2

The following able demonstrates the class wise concentration of risk on the basis of contribubon:

Gross MNet
contribution contribution
written written

Fire: 5% 5%
Marine % 2%
Molor 2% 3%
Health 0% 9
Ofhers including miscellaneous % &

100% too%,
Claim Risk

One of the purposes of takaful is o enable policyholders to protect themselves against unceriain future events. takaful companies
accept the transfer of uncertainty from policyholders and seek to add value through the aggregation and managemeant of these risks.
The uncertainty inharent in takaful i nevitably reflected in the financial statemenis of iakaful companies and can be chamacterised
under a number of specific headings. such as;

= Uncertainty as to whether an event has occurmed which would give rise to an insured loss.

» Uncertainty as fo the exient of policy coverage and fimils applicable.

= Uncertainty as to the amount of insured loss suffered by a policyholder as a result of the event occwming.
= Uncertainty over the timing of a seitiement to a policyholder for a loss suffered.

Themiome the objective of the Operator is to ensure that sufficient reserves are available to cover these uncertainties and in case of
any change in estimation due to further development on uncertainty or change on assumplions, Operator account for that change

Claims provisions are defermined based upon previous claims experience, the knowledge of events and the ferms and conditions of
the relevant policies and on interprefation of circumstances. Particudarly relevant is experence with similar cases and historical claims
payment trends. |t should be emphasized that comoborative evidence oblained from as wide a range of sources as possible also
conkribute to form the overall estimate. Large claims impaclting each relevant business class are generally assessed separately, baing
measured at the face value of the surveyor’s estimales.

Operator has reasonably accounted for claims that have occurmed by the end of the reporting period but remain unsetiled and for those
that may have occurmed but hawe not yet been notified o the company and those that are nol yet apparent o the insured. The
Operators policy for accounting of its claims has been disclosed in note 3.6 fo the financial statements.

The nsks associated with the takaful contrads are complex and subject to a number of varables which complicate quantitative
sansitivity analysis. The Operator makeas various assumplions and techniques based on past caims development experience. This
inchudes indications such as average claims cost, ulimate claims numbers and expected loss ratios. The Operator considers that the
kability for lakaful claims recognised in the balance sheel is adequate. However, actual expenance will differ from the expected
outcome.

As the Dperator enlers into short term takaful contracts, it does nol assume any significant impact of changes in market conditions on
unaspired risks. However, some results of sensitivity testing are set out below, showing the impacl on profit before tax net of relaskaful.

PTF
Underwriting Shareholders’
result Equity
Fire: (Rupees in thousand)
Maring 1 1
Motor 1,790 1,790
Others including miscellaneous - -
1,7 1,781
The following table demonsirates the class wise concentration of nsk on the basis of daims :
PTF
Gross claim Met claim
BXPENSE BXpENSE
Fire: %
Marine 1%

Motor 9%
‘Others including miscellansous 0%
0%
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Retakaful Risk

The Operator purchases retakaful as part of its risks mitigation program. Relakaful ceded is placed on both proportional and non-
proportivnal basis. The majority of proporfional retakaful is quota share meinsurance which is laken out to reduce the overall exposure
of the Operator o cerain classes of business. Mon-proporfional reinsurance is primarnly excess of loss reinsurance designed to
mitigate the Operalor's net exposure io  catastrophe losses. Retention limils for the excess of loss retakaful vary by product line. The
Oparator also arranges the local and foreign facultafive retakaful as part of its risk management sirategy.

Although the Operaior has retakaful armangements, it is not releved of iis direct obligations to is policyholdars and thus a credit
exposure exisis with respect to ceded takaful, to the extent that any relakaful is unable o meet its obligalions assumed under such
retakaful agreements. The Operator's placement of retakaful s diversified such that it is neither dependent on a single retakaful nor
are the operations of the Operator substantially dependent upon any single retakaful contracl. Operator's strategy is o seek retakaful
with the best combination of fnancial strength, price and capacity. In compliance of the regulatory requirement, the retakaful
agreements are duly submitted with SECP on an annual basis.

CORRESPONDING FIGURES

The Company was authorized o work as Window Takaful Operailor by SECP on 30 Seplemeber 2015. The Operator has initialed
opamations on 1 January 20116 and Participant fund under wagf deed was crealed on 13 January 2016, being the first year there are no
comesponding figures to reporl

DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authonzed for issue on 23 February 2017 by the Board of Direclors of the Company.

N SawiX_

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

Notice of 11th Annual General Meeting

Motice is hereby given that 11th Annual General Meeting of the Shareholders of Alfalah Insurance
Company Limited (the "Company”) will be held on April 29, 2017 at 11:00 am. at the registered
office of the Company located at 5 - Saint Mary Park, Gulberg lll, Lahore to transact the following
business:

ORDINARY BUSINESS
1. Toconfirm the minutes of the 5th Extra Ordinary General Meeting held on August 15, 2016.

2. To receive, consider and adopt the financial statements of Conventional business and
Window takaful operations for the year ended December 31, 2016 along with the Director's
and Auditor's report thereon, Shariah Advisor's Report and Auditor's assurance report on
Compliance with Shariah rules and principles.

3. To appoint Statutory and Shariah Compliance Auditors of the Company for the year ending
December 31, 2017 and to fix their remuneration.

The retiring Auditors, M/s EY Ford Rhodes, Chartered Accountants have completed five years
as Auditors of the Company and clause (lxiv) of the Code of Corporate Governance requires
that the insurer shall change external auditors after every five years. The Board of Directors
has recommended the appointment of M/s KPMG Taseer Hadi ® Company, Chartered
Accountants, Lahore for the year ending December 31, 2017 who have also indicated their
consent to act as Auditors.

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

.

Date: April 7, 2017 By order of the Board
Lahore Adnan Waheed
Company Secretary



ALFALAH INSURANCE COMPANY LIMITED - WINDOW TAKAFUL OPERATIONS

Notes

1)

2)

3)

&)

2)

6)

7)

8)

9)

The Share Transfer Books of the Company will be closed from April 22, 2017 to April 29, 2017
both days inclusive.

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

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

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 Meeting.

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

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

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

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

FORM OF PROXY

The Company Secretary
Alfalah Insurance Company Limited
5-5aint Mary Park, Gulberg lll, Lahore

"I"'We being a member of ALFALAH INSURANCE COMPANY LIMITED hereby appaoint
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 COMPAMY LIMITED to be held on April —, 2017 &t 11:00 a.m. at the registered office of
the Company, 5-5Saint Mary Park, Gulberg,lll, Lahore and at any adjoumment thereof."

Signed this day of 2017

- Signature:

- Marme:

Holder of .....ccumemisinsie. Ordinary Shares

WITMNESSES:

1. Signature
Marmne D i
Address N —
CHIC/PP Mo P EGamskiiiiaainaiiaas
£ Signature T T I e AN

Mame 1w e e A

Address A A e T AT R LTt o

CNIC/PP No
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Alfalah Insurance Network

Head Office:

5=Saint Mary Park, Gulberg I, Lahore,
UAM: 1M-786-234

Fax: +92-42-357 74329

E-mail; afimalfalahinsurance.com
Web: www.alfalahinsurance.com

Lahore Unit 1:

5-Saint Mary Park, Gulbearg I, Lahora.
LIAM: T1-7BE-234

Fax: +92-42-35774329

E-mail; afiluli@alfalahinsurance.com
Wab: www alfalahinsurance.com

Faisalabad Office:

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

Liagat Road, Faisalabad.

Tel +592-41-111-786-234, +92-41-2606131-3
Fax: +092-41-2645060

E-mail: afi.fbd@alfalahinsurance.cam

Islamabad Office:

2nd Floor, Bank Alfalah Building,
Markaz 1-8, Islamabad.

Tal: +92-51-4864595-98

Fax: +92-51-4862596

E-mail: afi.isl@alfalahinsurance.com

Peshawar Office:

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

Tel: +92-91-11-786-234, +92-91-5253901-3
Fax; +92-91-5253964

E-mail: afi.pwri@alfalahinsurance.com

Multan Office:

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

Multan.

Phone # 061-6211446-8

Fax # Q61-6211449

E-mail: afi.muli@alfalahinsurance.com

Gujranwala Office:

15t Floor, Al-Hameed Centre, Opp Govt.
Ighal High School, G.T. Road, Gujranwala,
Tel; +92-55-28208B63-5

Fax: +92-55-3820867

E-mail: afi.gujxalfalahinsurance.com

Sialkot Office:

Ist Floor, City Tower,
Shahab Pura Road, Sialkot,
Tel: +92-52-3240907

Fax; +92-52-3240908

E-mail: afi.sktizzalfalahinsurance.com

South Zone

Karachi Office:

1st Floor, Finlay House,

I.I. Chundrigar Raad, Karachi

Tel: +32-21-MM-786-234, 32463839-42
Faw: +92-21-32463361

E-mail: afikhimalfalahinsurance.com

Karachi Unit-1 Office:

st Floor, Finlay House,

L.I. Chundrigar Road, Karachi.

Tel: +92-21-M-786-234, 32463839-42
Fax: +92-21-32463361

E-msail: afi.kuliEalfalahinsurance.com

Hyderabad Office:

House Mo, 49, 2nd Floor,

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

Fax: +92-22-2780656

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

|

The highest rating achieved by any non-life insurance company from PACRA in a record
time of enly 10 years from the start of operations in 2007,

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

We promise to excel ourselves and work even harder to meel your expectations in the
coming years.
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C=ALFALAH
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www alfalahinsurance.com = UAN: 111-786-234 peace of mind
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