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VISION

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

MISSION

We undertake to provide world class service with unmatched security to our
clients and help in increasing awareness about insurance in the country as
well as enhancing public confidence in the insurance industry in Pakistan. We
will 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.
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His Highness Sheikh MNahayan Mabarak Al Nahayan
Chairman Abu Dhabi Group
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*Mr. Afif Bajwa replaced Mr. Nauman Ansan as Director weef 17th March, 2020.
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We are fully aware that our clients wish to secure their
assets against fortuitous losses. We offer various forms of
Property insurance providing comprehensive covers to
safeguard the insured assets against the widest possible
forms of risks.

We can provide the following forms of covers:

# “Fire & Allied Perils” covers all losses or damages by Fire,
Lightning and other named allied perils.

+ ‘“Property All Risks" covers property insured that is
accidentally physically lost, destroyed or damaged
through any cause other than what's excluded.

Business interruption following insured perils.

P RO P E RTY “Householder's Comprehensive” to cover individual
INSURANCE romes
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DIRECTORS’ REPORT
TO THE SHAREHOLDERS

The Directors of Alfalah Insurance Company Limited are pleased to submit 14th Annual Report of your company, together
with audited financial statements for the year ended December 31, 2015.

ECONOMIC OVERVIEW AND FUTURE OUTLODK

Pakistan economy, after experiencing yet another trough, is poised to make a rebound. The recovery will be punctuated
with hiccups along the way but the tide is likely to tumn and growth prospects are certain to pick up from year 2020. The
single most important development in 2019 on the economic front was the entry by Pakistan into a three year Extended
Facility with the IME. International credit rating agency Moody's also upgraded the country rating from ‘Negative' to
‘Stable’ in early Decernber 2019. Improvement can already be seen in certain macro-economic indicators such as CAD
(down 73%YoY during THFY20) and the tax collection (up 17%YoY). Inflation, after making the record high, is forecasted to
come off during 2HCY20 which will set the ground for monetary easing. Political situation, both internal and cross border,
is expected to remain fickle throughout the year. The security situation within Pakistan has improved a lot paving the way
for tourism. Pakistan has already been declared as the world's third top tourist destination in 2020 by the British
Bachpackers Society. If this momentum continued, it will bring more foreign investrment into country which will not only be
increasing employment opportunities but will also strengthen Pak Rupee.

INSURANCE SECTOR

The non-life insurance market of Pakistan grew by 17% on the basis of nine months ended as at 30th September 2019. The
recognition of huge potential for personal lines/micro insurance both by the insurance companies and the regulator shall
bode well for the insurance industry of Pakistan. The Securities and Exchange Commission of Pakistan (SECP) has further
strengthened the regulatory framework by introducing various legislations with the objective of providing enabling
ervironment for market development and adopting intemational best practices.

ALFALAH INSURANCE PERFORMANCE

Year 2019 was a remarkable year in terms of profitahility since the very inception of the Company. Increased premium
revenue coupled with improved loss ratio, controlled expenses, increased investment income and better performance of
window takaful operations together pushed the Profit before tax to Rs253m iLe. 166% higher than last year.

On consolidated basis, Company registered growth of 16% in its premium written. Non-group business of the Company
increased by 13% registering group vs non-group ratio at 16:84 (LY: 15:85). Net premiumn revenue of the Company was
higher by Rs2B81m i.e. 22% but its impact was partially diluted by commission expense which was increased by Rs1846mie.
70% because new business was acquired at high acquisition cost. Net claims expense was increased by Rs41mi.e. by 7%,
however, overall loss ratio was improved from 47% of last year to 42% because the last year included a one-off fire claim
of Rs450m. Similarly, the management/admin expenses were increased by Rs16m ie. 4% but expense ratio was improved
from 18% of last year to 16%. Investment income of the Company was increased by Rs92m i_e.128% from last year owing
to increase in discount rates by around 70%. The equity market gained momenturn in last quarter of the year after
depressing performance in first three guarters and registered return of 10% in comparison to -8% of last year.The surplus
of shareholder fund was also improved from Rs14m to Rs39m i.e. by 168%. These all positive trends helped the Company
to achieve the profit before tax of Rs253mi.e. Rs158m or 166% higher than last year.

SEGMENT WISE PROFITABILITY AT GLANCE

Net Net Segment Segment
Premium Net Claim Profitability | Profitability | Variance %
Commission

Revenue 2019 2018
Fire 29,575 14,87 (17,994) 32,698 10,099 22,599 224%
Marine 17,547 7,753 (6, 747) 14,541 19,739 {5,198} -26%
Motor 484,703 24b,976 23,102 214,625 168,043 46,582 28%
Misc. 133,150 35,226 (32,245) 130,170 159,408 (29,238) -18%
Health 918,759 353,747 478,737 86,275 B4,643 21,632 33%
Total 1,583,734 658,573 £46,852 478,309 421,932 56,377 13%




A Alfalah Insurance ﬁmuﬁnu;]f 201 9

DIRECTORS’ REPORT
TO THE SHAREHOLDERS

Fire Segment contribution was increased by Rs22mmainly due to improved loss ratio. The loss ratio was improved from
130% to 50% in year 2019 because last year included one-off fire claim of Rs450m on account of M/s Lucky Textile Mills
Limited.

Marine Segment contribution was decreased by 26% due to reduction in net premium revenue coupled with high loss
ratio from 27% to 44%.

Motor Segment contribution was increased by Rs47m to which Rs28m were contributed by increased NPR and the rest
were due to improved loss ratio from 56% of last year to 51%.

Miscellaneous Segment contribution was decreased by Rs29m mainly due to reduction in net premium revenue although
loss ratio almost remained the same.

Health Segment contribution was increased by 33% mainly due to improvement in loss ratio from 45% to 35%.

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
asobtained capacity for specialized line.

Window Takaful Operations (WTO) was able to underwrite contribution of Rs338m i.e. 29% higher than last year. This
increase resulted in net contribution revenue growth of 35% which was partially diluted due to increase in overall loss
ratio from 54 % to 56% but it helped the Participant Takaful Fund to achieve surplus of Rs 28m in comparison to Rs10m of
last year. Increase of 39% in wakala fee was aligned with the increase in earned contribution revenue by 38%.The
management/admin expenses of SHF were increased by 24% in line with increase in business by 29%. Investment income
was increased mainly due to increase in discount rate by the Govt coupled with better negotiation of profit rates with
banks. These all positive trends helped the SHF to achieve the surplus of Rs39m in comparison to Rs14m of last year.

EARNING PER SHARE

During the year after tax eamnings per share was Rs.3.19 (2018: Rs.1.32). Detailed working has been reported in Note 34to
the financial statements.

AUDITORS

M/s EY Ford Rhodes, Chartered Accountants, being eligible for appointment, have shown their willingness to act as
external and Shariah Compliance auditors of the Company for the year ending December 31, 2020. The Audit Committee
and Board of directors in their respective meetings have recommended M/s EY Ford Rhodes, Chartered Accountants as
external and Shariah Compliance Auditors of the Company for the year ending December 31, 2020.

BOARD OF DIRECTORS MEETINGS
During the year 2019, four (4) meetings of the Board were held, with attendance as follows;
Mame of Directors No. of Meetings Attended

- HH Sheikh Nahayan Mabarak Al Mahayan
- HESheikh Saif Bin Mohammad Bin Butti
- Mr. KhalidMana Saeed Al Dtaiba

- Ms. Dominigue Liana Russo

- Mr.Nauman Ansari

- Mr. AdeelBajwa

- MrBilal Asghar

- Mr.Nasar-us-Samad Qureshi

- Mr. AbdulHaye

Ll = B = B B B~ | B
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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 23" August 2019, has maintained the IFS rating of your Company at
“AA-" (Double A minus) with stable outlook. This rating denotes Very strong capacity to meet policyholder and
contract obligations. Risk factors are modest, and the impact of any adverse business and economic factors is
expected to be very small.

AUDIT COMMITTEE

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

- Mr.Mauman Ansari Chairman

- Ms.Dominigue Liana Russo Member

- MrBilal Asghar Member
RELATED PARTY TRANSALCTIONS

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 Govermnance 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 Act, 2017.

» 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 on reasonable and prudent judgment.

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

+ The systemn of intemal control is sound in design and has been continuously monitored by the internal audits. This

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

Thereis no significant doubt upon the company s ability to continue as a going concermn.

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

Key operating and financial data is separately annexed with the report

Outstanding taxes and duties are given in the financial statements.

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

2019is as follows:
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Rsin 000"
+  Provident Fund 72,185
+ Gratuity Fund 57,776

+ The statement of pattern of shareholding in the Company as on December 31, 2019 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 atthe 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 paid up capital of Rs500m and rating of AA-, Alfalah Insurance is poised to increase its market share while
maintaining its prudent underwriting policy which has helped the company from inception despite serious jolts in our
initial years. We believe 2020 to be a very important year for us. We are aware of the challenges we face but we have set
ambitious goals for ourselves and believe that the phenomenal strength of Dhabi Group will help us in achieving our

targets.

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

beyond too.
ACKNOWLEDGEMENT

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

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

On behalf of the Board,

e E

Director Chief Executive Officer
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KEY FINANCIAL DATA

For the Year Ended on December 31

2018 2018 207 2016 2015 2014 2013 2012 2011 2010

Gross Premium Written 2666478 | 2335609 | 2082006 | 1925316 | 1545612 | 1,330,856 | 1230932 | 1,060,187 | 928020 662,971

Het Premium Revenue 1,563,734 | 1,302,238 | 1,043,222 | 916,586 780,180 | 705323 563,745 | 456,403 384,483 359,938
Het Claim Expansa (658.,573) | (617.96E) | (470,630) | (493.076) | (429.297) | (10817} | (317378) | (262368} | (243221 | (259.435)
Management Expenses (396,518) | (397,73%) | (383.559) | GTO300) | (267333) | (239919 | (214.401) | (195933} | (13&810) | (109.263)
Het Commission (446,852) | (2B2.400) | {&8341) 33,028 96,608 95928 94672 86,358 71167 74,750
Underwriting Profit 81,7 24,197 100,692 86,168 180,158 150,515 126,637 82,460 71619 65,990

Investment/Dther Income 165,694 125615 7888 119,407 Ak 105,103 85,605 96,083 72,156 46,177

Admin Expenses @4238 | (soan) | (pes | (2489 | go3zes | aosozs | @e202 | wossx) | meas | s2se0)
Bt o Oty 223267 | so7ez | 1easss | 193086 | 1s3s11 | 1sosms | 123060 | to7ses | e | sesw
Finance Cost {8.748) - = = . - . E . E
Profit from Windoer = = = = 4 =
P 38554 | 14407 | 8410 1.890

Income tax @709y | @42y | masss | wse | cean | @7ssn | eosen | m@ess | wee | sesw
Profit after tax 158364 | 65768 | 123040 | 129374 | 15216 | 123037 | wes7r | ssoez | eszis | szse
Paid up Capital soo000 | sooooo | soopoo | soopoo | soogoo | 300000 | 300000 | 300000 | 3o0p00 | 2sooo0
Share depasit monay 1.381 1381 1.381 1381 1381 1.381 1381 1.381 1,381 1381
General Reserve 150000 | 150000 | 150000 | 150000 | 1s0000 | 1s0000 | 1seooo | 1sc00 | 1so000 | 2so00
Fair value reserve 33,015 {50,777 951 52160 9,453 & s & = =

Un-appropriated Profit 627889 | 466262 | so20es | 2s1Bss | 153935 | 2emez0 | 13ssvs | 1mam | 7zze | s2men
1312385 | 1,066,866 | 1056417 | eestes | sis7es | 710311 | sesmss | seseen | 3mssse | 319381

Eamings per Share 319 132 2.46 253 230 246 3452 3T 23 142
Share with fair value 2675 2134 21.09 19.70 16.30 2368 19.56 1622 1295 1277
adjustment

Brealup Value per

Share without fair %53 2238 2107 1866 1611 2368 1956 1622 1295 1277
value adprstment

Het Loss Ratio -52% -5T% -45% -5k -55% 5% -56% 5% -B3% -T2%
Expense Ratio -16% -18% -19% -20% -24% -26% -25% -25% -23% -26%
Uniderwriting Profit to Met

Prem 5% &% 10% 9% 23% 21% 22% 2% 20% 18%
Ratum on Average Equity 13% 6% 12% 14% 15% 1% 19% 2% 20% 14%
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Pattern of Share Holding
As at December 31, 2019

i i aarluiidiors Shareholding Total Shares
From To Held

- 1 100 -
1 101 500 500
- 501 1000 -
5 1,001 5000 6,530
- 5,001 10,000 -
1 10,001 2,500,000 2,500,000
4 2,500,001 5,000,000 19,997,822
1 5,000,001 12,500,000 12,497,323
1 12,500,001 15,000,000 14,997,825
Total

[ 13 J | | 50,000,000 |
Classification of Shares Categories
As at December 31, 2019
Categories of Members 5:::::;':_5 S:L:rIL:EI::Ifd Percentage
Imn:::ll:luals having shareholding five percent or 3 12,497,822 25 00%
:iHN;II";E::r: Hamdan Bin Mubarak Bin Mohammed 2,500,000 5.00%
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/s Bank Alfalah Limited 14,997,825 30%
Directors and CEO 7 12,504,353 25.00%
H.H. Sheikh Nahayan Mabarak Al Nahayan 12,497,323 24.99%
H.E Sheikh Saif Bin Mohammed Bin Butti 1,085 0.002%
Mr. Khalid Mana Saeed Al Otaiba 1,085 0.002%
Ms. Dominigue Liana Russo 500 0.001%
Mr. Nauman Ansari 1,085 0.002%
Mr. Bilal Asghar 1,085 0.002%
Mr. Abdul Haye Mughal 2,190 0.004%
:::r::aames having shareholding five percent or 2 10,000,000 20.00%
EJ:EE :tl"ﬁt[;?pital LLC (Formerly M/s Al Bateen 5,000,000 10.00%
M/s Electromechanical Co. LLC 5,000,000 10.00%

I Total 13 50,000,000 100.00%

14




We understand the complexities of Engineering risks &
coverage needs and offer the most appropriate and cost-
effective insurance solutions. Our senior management has
extensive experience in managing engineering insurance
with in-depth knowledge of the industry, ensuring risk
management of the highest standards.

Alfalah Insurance can offer a wide variety of engineering
insurance solutions such as:

Contractors All Risk

Contractors Plant & Machinery

Erection All Risks

Comprehensive Machinery

Electronic Equipment

Machinery Breakdown

Loss of Profit following Machinery Breakdown

* * e

A Alfalah Insurance

ENGINEERING
INSURANCE
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ENERGY
INSURANCE

Our senior managers have the knowledge and the expertise
to provide covers for a wide range of Energy risks such as oil
& gas, petrochemicals, electric utilities and other entities.

We can offer Energy insurance coverages such as material
damage, business interruption, contingent business
interruption, and downstream liabilities.
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Alfalah Insurance offers extensive coverage for Marine and
Aviation risks.

Cur experts ensure appropriate coverage at competitive
prices with wvaluable consultancy services on risk
management.

We offer:

Marine Cargo
Marine Hull
Aviation

Marine Liabilities MARI NE
CARGO
HULL &
AVIATION
INSURANCE
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Code of Conduct and Professional Standards

1. Client Service
The interest of the policyholders is absolute. We shall provide the best possible services equivalent tointernational
standard to our clients and shall make arrangements to serve them without any cause of complaint relating to claim
settlement and otherwise. Dur 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. Compliance withthe Applicable Laws
It is the basic principle of Alfalah Insurance Company Limited to obey the law of the land and comply with its legal
system. Accordingly, every employee of the company shall obey the law. Any employee guilty of violation will be
liable to disciplinary consequences because of the violation of his/her duties. Every manager and supervisor shallbe
responsible to see that there is no violation of laws within his/her area of responsibility which proper supervision
could have prevented. The manager and supervisor shall still be responsible if he/she delegated particular tashs.

3. ActwithHonest and Openness
The image and reputation of Alfalah Insurance Company Limited is determined by the way each and every one of us
acts and conducts himself/herself at all times. Board members and staff of Alfalah Insurance Company Limited shall
act with honesty and openness as representatives of the organization and in their interactions with one another.
Alfalahlnsurance Company Limited promotes a working environment that values respect, candor, and faimess.

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

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

6. Equal Dpportunity Employer
We are an equal opportunity employer. Our employees are entitled to a safe and healthy workplace.
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MOTOR
INSURANCE

Alfalah Motor insurance is second to none. We have
developed a very efficient infrastructure to provide
excellent service to our motor insurance clients.

We can cover:

+ Motor Comprehensive Insurance
+ Motor Third Party Liability Insurance

Various add-ons such as:

Personal Accident Benefits to
# Driver and Passenger

+ Replacement Vehicle

+ Personal Effects

can also be provided subject to applicable additional
premium. We have established a large network of panel
workshops around country offering high quality & effective
claim services
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Statement of Compliance with the Code

of Corporate Governance
For The Year Ended December 31, 2019

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

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

1.  The company encourages representation of independent non-executive directors on its Board of Directors. Followings
are the names of the Directors as at 31st December 2019,

Category MName

Non-Executive Directors H_H Sheikh Mahayan Mabarak Al Nahayan
Non-Executive Directors H.E Sheikh 5aif Bin Mohammed Bin Butti Al Hamid
Mon-Executive Directors | Mr. Khalid Mana Saeed Al Otaiba

Mon-Executive Directors Ms. Dominigue Liana Russo

Non-Executive Directors Mr. Nauman Ansari

Mon-Executive Directors | Mr. Bilal Asghar

Executive Director/Chief Mr. Abdul Haye Mughal

Executive Officer

There is no independent Director on Board due to relaxation provided in the Code of Corporate Govemnance for Insurers, 2016.
However, the Company shall consider the effective representation of independent director at the time of its next election of
directors.

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

3. All the resident directors of the Company have declared that they are registered as taxpayers and none of them has
defaulted in payment of any loan to a banking company. A DFI or an NBFI or, being a member of stock exchange, has
beendeclared as adefaulter by a stock exchange.

4. Casual vacancies ocourring on the Board on 31st March 2019 and 19th April 2019 due to the resignation of Mr. Nasar us
Samad Qureshi and Mr. Adeel Bajwa were filled up by Mr. Abdul Haye and Ms. Dominigue Russo within 90 days thereof.

5. 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.

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

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

8. Themeetings of the Board were presided over by the Chairman and, inhis absence, by a director elected by the Board for
this purpose and the Board met at least oncein 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.

9. TheBoard 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 intemal control given in the code.

34
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Statement of Compliance with the Code

of Corporate Governance
For The Year Ended December 31, 2019

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

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

12. The directors’ report for this year has been prepared in compliance with the reguirements of the Code of Corporate
Governance for Insurers, 2016 and fully describes the salient matters required to be disclosed.

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

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

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

16. The Board has formed the following Management Committees:

Underwriting Committee:

Name Category

Mr. Abdul Haye Chairman

Mr. Raza Javaid Member

Mr. Faisal Arshad Member
MrZaheerAbbas Member & Secretary
Claims Settlement Committee:

Name Category

Mr. Abdul Haye Member

Mr. Adnan Waheed Member

Ch. Manzoor Hussain Member

Mr. Muhammad Sarfraz Member &) Secretary

Reinsurance, Re-Takaful and Coinsurance Committee:

Name Category

Mr. Abdul Haye Chairman

M. Faisal Arshad Member

Mr. Shahzad Aamir Member

Mr. Shams ul Zuha Member & Secretary

Risk Management & Compliance Committee:

MName Category

Mr. Abdul Haye Chairman

Mr. Adnan Waheed Member

Mr. Faisal Shahzad Member

Mr. Naveed Akbar Member & Secretary

35
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Statement of Compliance with the Code

of Corporate Governance
For The Year Ended December 31, 2019

17. TheBoardhas formed the following Board Committees:

Ethics, Human Resource and Remuneration Committee:

Name Category
Mr. Nauman Ansari Chairman
Ms. Dominigue Russo Member
Mr. Bilal Asghar Member
Mr. Abdul Haye Member
Mr. Adnan Waheed Secretary

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

Investment Committee:

Name Category

Mr. Nauman Ansari Chairman

Ms. Dominigue Russo Member

Mr. Bilal Asghar Member

Mr. Abdul Haye Member

Mr. Adnan Waheed Member & Secretary

18. 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. Naurmnan Ansari Chairman
Ms. Dominique Russo Member
Mr. Bilal Asghar Member

19. The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results
of the Company and as per the requirernent of the Code of Corporate Govemance for Insurers, 2016. The meetings of
Board and Management Committees were also held once in every guarter. The terms of references of the Committees
have been formed and advised to the Committees for compliance.

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

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

2000.
Name of the Person Designation
Mr. Abdul Haye Chief Executive Officer
Mr. AdnanWaheed Chief Financial Officer &
Company Secretary
36
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Statement of Compliance with the Code

of Corporate Governance
For The Year Ended December 31, 2019

Mr. Faisal Shahzad Head of Intemal Audit

Mr. Naveed Akbar Compliance Officer &
Head of Risk Management

Mr. Faisal Arshad Head of Underwriting

Mr. Manzoor Hussain Head of Claims

Mr. Shamsul Zuha Acting Head of Reinsurance

Mr. Abdul Haye appointed as Chief Executive Officer of the Company with effect from 1st April 2019 to fill up the casual
wacancy arising from the resignation of Mr. Nasar us Samad Qureshi.

22. The statutory auditors of the Company have been appointed from the panel of auditors approved by the commission in
terms of section 48 of the Insurance Ordinance, 2000. The statutory auditors have confirmed that they have been given
a satisfactory rating under the Quality Control Review programme of the Institute of Chartered Accountants of
Pakistan, that they or any of the partners of the firm, their spouses and minor children do not hold shares of the
Company and that the firm and all its partners are in compliance with the Intemational Federation of Accountants
{IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants of Pakistan.

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

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

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

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

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

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

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

30. We confirm that all othermaterial principles contained in the Code of Corporate Govemnance for 2016 as applicableup to
the reporting date have been complied by the Company.

Chief Executive Officer




Human resource potential is the greatest asset of every
company. Whether you wish to attract the cream of the
industry or retain your finest talent, Health Insurance plays a
paramount role. No company is better than the employees
it keeps. Smart ernployers appreciate the importance of a
good medical insurance package which provides top
drawer health benefits to keep their workforce happy,
attract qualified applicants and reduce staff turnowver.

With the rising cost of health insurance, you need a Medical
Insurance Plan which is cost-effective and yet offers the
best benefits. Alfalah Insurance Company Limited offers
ideal Employee Medical Insurance solutions providing
quality health care with the following features:

+ Flexible insurance plans to suit each group

#+ "Cashless” treatment facilities at our network of panel
hospitals

+ A team of doctors and pharmacists to help find the
most cost effective treatment

+ 24 hours helpline

+ Prompt and efficient case management

#+ Friendly claim service

Explore Alfalah Insurance Employee Medical Plans and take
the first step in building and engaging a high-performance
workforce.

A Alfalah Insurance

GROUP
HEALTH
INSURANCE




EY Ford Rhodes Tel: +92 42 3577 B&02-11
Chartered Accountants Fa: +92 &2 3577 B412-13
56-8-1, &th Floor, Pace Mall Building ey lhri@ph ey.com

Building a better M. M. Alam Road, Guiberg-i ey.com/ph
working world F0. Box 104, Lahore-54660

To the Members of Alfalah Insurance Company Limited

Review Report on the Statement of Compliance Contained
in the Code of Corporate Governance for Insurers, 2016

We have reviewed the enclosed Statement of Compliance with the Code of Corporate Governance for Insurers, 2016 (the
Code) as prepared by the Board of Directors of Alfalah Insurance Company Limited (the Company) for the year ended 31
December 2019 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, whether the Statement of Compliance reflects the status of the Company's compliance with the provisions of the
Code and report if it does not and to highlight any non-compliance with the requirements of the Code. A review is limited
primarily to inguiries of the Company's personnel and review of various documents prepared by the Company to comply
with the Code.

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

The Code requires the Company to place before the Audit Committee, and upon recommendation of the Audit Committee,
place before the Board of Directors for their review and approval, its related party transactions. We are only required and
have ensured compliance of this requirement to the extent of the approval of the related party transactions by the Board
of Directors upon recommendation of the Audit Committee. We have not carried out any procedures to assess and
determine the company's process for identification of related parties and whether the related party transactions were
undertakenatarm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance does
not appropriately reflect the Company's compliance, in all material respects, with the best practices contained in the
Code as applicable to the Company for the year ended 31 December 2019.

T U Vovd Qhndle

EY Ford Rhodes

Chartered Accountants

Engagement Partner: Abdullah Fahad Masood
Lahore: 16 March 2020

A member firm of Ermst & Young Giobad Limiboed
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INDEPENDENT AUDITOR’S REPORT

To the members of Alfalah Insurance Company Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Alfalah Insurance Company Limited (the Company), which comprise the
statement of financial position as at 31 December 2019, and the profit and loss account, the statement of comprehensive
income, the statement of changes in equity and the cash flow statement for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies and other explanatory information and we state that we have
obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of
the audit.

In our opinion and to the best of our information and according to the explanations given to us, the statement of financial
position, the profit and loss account, the statement of comprehensive income, the statement of changes in equity and the cash
flow statement together with the notes forming part thereof, conform with the accounting and reporting standards as applicable
in Pakistan and give the information required by the Insurance Ordinance, 2000 and the Companies Act, 2017 (XIX of 2017), in the
manner so required and respectively give a true and fair view of the state of Company's affairs as at 31 December 2019 and of the
profit, total comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

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

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

Information Other than the Financial Statements and Auditors’ Report Thereon

Management is responsible for the other mformation. The other information comprises the mformation included in the Annual
Report, but does not include the financial statements and our auditors’ report thereon.

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

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

Responsibilities of Management and Board of Directors for the Financial Statements

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

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

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

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with I1SAs as applicable in Pakistan will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material

A moember firm of Emsl & Young Global Limated
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if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

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

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

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

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

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

report. However, future events or conditions may cause the Company to cease to continue as a going concem.

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

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

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Insurance Ordinance, 2000 and the
Companies Act, 2017 (XIXof 20017);

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

o) mvestments made, expenditure incurred and guarantees extended during the year were for the purpose of the
Company’s business; and
dl noZakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980).
Other Matter

The finandal statements for the year ended 31 December 2018 were audited by another firm of chartered accountants. The audit
report dated 21 February 2019 expressed anunmodified opinion.

The engagement partner on the audit resulting in this independent auditor's report is Abdullah Fahad Masood.

C U Do Qaclon

EY Ford Rhodes
Chartered Accountants
Lahore: 16 March 2020

#Amember fim of Emst & Young Ginbisl Limiled
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Alfalah Insurance Company Limited

Statement of Financial Position
As at 31 December 2019

Mole 2018 2018
ASSETS [Rupees in thousand)
Properly and equipment 5 173,006 1TBETZ
Right of use assel g TO673 2
Enkangibie assels 7 8,552 351
bveeslmenl property ] 1.588 1,588
kveestmenls
Equily sevilies ] 19,087 793,723
Dedl secarilies 10 1,322,352 721,286
Tenm deposits 11 . :
Lesawres sl eollver rexcivaies 12 65,581 36,900
knsurance { reinsurance receivables - unsecured and considered good 13 796,688 541,304
Feinsurance recoveries agains! culslanding chims 26 396,122 793,566
Sahvage recoveries actuerd 13,836 17582
Dhaferred commission sxpense | acquisilion cost 7 68,324 83,486
Dhefisrped baxabion 14 : 1,862
Taxalion - payment less provigions 10,881 21,376
Refirenment benefils 20 2,878 :
Pregayments 15 379,591 2T
Cash and bank 16 328,906 592 5GR
3,858,086 3,064,769
Total assels of Window Takaful Operalions - Dperalor's Fund 17 165,678 122102
TOTAL ASSETS 4023762 3186871
EQUITY AND LIABRITIES
Capital and reserves atiribulabie Lo Comparny’s equity holders
Asilhworized capital
50,000,000 {2018: 50,000,000} onEnary shares of R, 10 each 500,000 500,000
Ondnary share capilal 18 500,000 500,000
Réseres 19 184,396 100,604
Unappropraled profil 627,989 466,262
Total Equity 1,312,385 1,066,566
Liabilities
Uil esrwerifing peovisions:
Chulstanding chaime inchading IBNR 26 643,376 532442
Uingarmed premium resere 25 758,513 £50,096
Uniesarriesd reinsuranee commission 77 72,961 67,920
Dreferrea Lanalion 14 12,782 -
Felremenl benelils obligation 20 z 638
Presviun recaived i sdvancs 35077 19,564
Insurance { rensurance payables 1 495,516 406,938
Lesirsas Besblitiens 22 73332 :
2,540,837 2,065,666
Total Eshiilies of Window Takalul Operalions - Operalor's Fund 17 70540 54330
2711377 2120005
TOTAL EQUITY AND LIABILITIES T 4pmFez | 3186871
CONTINGENCIES AND COMMITMENTS 24

T anmexesd nobes 1 b 44 korm an nbegral part of Beece linancial stalements.

Wttt W 02— [ﬁ’

Chairman Director Chief Executive Officar
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Alfalah Insurance Company Limited

Profit and Loss Account
For the year ended 31 December 2019

Note 2019 2018
{Rupees in thousand)

Revenue account

Met insurance premium 25 1,583,734 1,302 298
Met insurance claims 26 (658,573) (617 968
Met commission and other acquisition cost 27 (446,852) (262 400)
Insurance claims and acquisition expenses (1,105,425) (B80,366)
Management expenses 28 (396,518) (397,735)
Underwriting result 81,791 24 197
Investment income 29 110,855 36,932
Other income 30 54,839 35,743
Other expenses 3 (24,238) (16,001)
Results of operating activities 223,247 80,781
Finance cost 32 (B,748)

Profit before taxation

from Window Takaful Operations - Operator’s Fund 17 38,554 14,407
Profit before tax 253,053 95,188
Income tax expense i3 {93,709) (29.421)
Profit after tax 159,344 65,767
Eamings per share - Basic and diluted 34 319 1.32

The annexed notes 1 to 44 form an integral part of these financial statements.
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Alfalah Insurance Company Limited

Statement of Comprehensive Income
For the year ended 31 December 2019

2019 2018
(Rupees in thousand)
Profit after tax 159,344 65,767
Other comprehensive income:
ltems that may be reclassified to profit and loss
account in subsequent periods:
Unrealized gain / (loss) on available-for-sale investments - net of tax 83,792 (51,728)
Itemns that will not be reclassified to profit and loss
account in subsequent periods:
Remeasurement gain / (loss) on defined benefit obligations 2,383 {1,590)
Other comprehensive income / (loss) for the year 86,175 (53,318)
Total comprehensive income for the year 245,519 12 449

The annexed notes 1 lo 44 form an integral part of these financial stalements.

Chairman Director Chief Executive Officar
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Alfalah Insurance Company Limited

Cash Flow Statement
For the Year ended 31 December 2019

2019 2018
(Rupees in thousand)

Operating cash flows
a) Underwriting activitics

Insurance premium received 2,479 542 | 2453 545
Reinsurance premium paid (1,051,849)( {1,090, 598)
Claims paid (921,704)  (1,170,043)
Reinsur@ance and other recoveries receved 271,757 || 608,607
Commission paid (590,450) (459,070}
Commission received 224939 | 359 546
Management expenses paid {359,534 | (357,072)
Net cash flow from underwriting activitics 58,701 344 915

b) Other operating activities

Income tax paid (68,560) ! (43,689)
Other receipts / (expenses) 73,984 | (41,864)
Loans disbursed (9,576) (9.279)
Loans repayments received 10,063 | 7,702
MNct cash generated from / (used in) other operating activities 5911 (B87,130)
Total cash flow from all operating activitics 64,612 257,785
Investment activities
Profit / retumn received on bank deposits 81,385 38,71
Dividends received 12,945 12,874
Payments for investments (3,458,143 (2,609,630
Proceeds from disposal of investments 3,071,438 | 2134 718
Fixed capital expenditure (17,497) | (10,222)
Proceeds from disposal of operating fixed assets 4,812 | 3,343
Total cash flow used in investing activities {305,060) (430.1486)
Financing acfivities
Payment of lease liability in respect of right of use assets (23,544) -
Total cash flow used in financing activities (23,544) -
Net cash flow used in all activities (263,992) {172,361)
Cash and cash equivalents at beginning of the year 992,898 765,259
Cash and cash equivalents at end of the year 328,906 592 808

o

Chief Executive Officer
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Alfalah Insurance Company Limited

Cash Flow Statement
For the Year ended 31 December 2019

2019 2018
(Rupees in thousand)

Reconciliation to profit and loss account

Operating cash flows 64,612 257 785
Depreciation expense {44,488) (16,549)
Amortization of intangibles {1,170} (1,246)
Gain on dispozal of operating fixed assets 1,237 53r
Profit on sale of investments 43,891 12,149
Impairment in value of available-for-sale investments (11,177) -
Dividend and other income 124,231 58,317
{Decrease) / increase in assets other than cash 507,140 {242,531)
Increase in liabilities other than bormowings (572,787) {21,834)
Un-realized gain in value of held for trading investment 9,301 4732
Profit from Window Takaful Operations 38,554 14,407
Profit after taxation 159,344 65,767

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

Cash and other equivalents 2,181 1,038
Current and other accounts 326,725 591,860
Total cash and cash equivalents 328,906 592 858

The annexed notes 1 to 44 form an integral part of these financial statements.

Chief Executive Officar
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Alfalah Insurance Company Limited
Notes to the Financial Statements
For the year ended 31 December 2019

1 REPORTING ENTITY

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

The Company was granted authorization on 30 September 2015 under Rule 6 of the Takaful Rules, 2012
to undertake Window Takaful Operations in respect of general takaful products by Securities and
Exchange Commission of Pakistan (SECP) and commenced Window Takaful Operations on 13 January
2016.

14 The Company operates through the following location in Pakistan;

Locations Address

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

Lahore Main Branch 5-Saint Mary Park, Gulberg-lll, Lahore

South Zone Karachi Office 1st Floor, Finlay House, |l Chundrigar Road Karachi

Karachi Unit 1 1st Floor, Finlay House, 1. Chundrigar Road Karachi

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

Islamabad Office 2nd Floor, Bank Alfalah Building Markaz |-8 Islamabad

Faisalabad Office P-72/2 Chirag Plaza, 4th Floor, Liagat Road, Faisalabad

Gujranwala Office ;ﬁﬂl;hgulg::r;red Centre, Opp Govt. Igbal High School, G.T.

Sialkot Office 1st Floor, City Tower, Shahab Pura Road, Sialkot

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

Hyderabad Branch House Mo.49, 2nd Floor, Dr. Line Saddar Cantt, Hyderabad
BASIS OF ACCOUNTING

241 Statement of compliance

211 These financial statements have been prepared in accordance with accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards comprise of:

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

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

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

2.1.2 As per the requirements of the SECP Takaful Rules, 2012 and SECP Circular No. 25 of 2015
dated 09 July 2015, the assets, liabilities and profit and loss of the Operator's Fund of the General
Takaful Operations of the Company have been presented as a single line item in the statement of
financial position and profit and loss account of the Company respectively. A separate set of
financial statements of the General Window Takaful Operations has been annexed o these
financial statements as per the requirements of the Takaful Rules, 2012.
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Alfalah Insurance Company Limited
Notes to the Financial Statements
For the year ended 31 December 2019

22 Basis of measurement

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

23 Functional and presentation currency

ltems included in the financial statements are measured using the currency of the primary
economic environment in which the Company operates (“the functional currency®). The financial
statements are presented in Pak Rupees, which is the Company’s functional and presentation
currency. All the financial information presented in Rupees has been rounded off to the nearest
thousand in Rupee, unless otherwise stated.

24 Use of judgment and estimates

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

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

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

- Provision for doubtful receivables 419
- Provision for outstanding claims including claims incurred but

not reported (IBNR) 4.14
- Premium deficiency reserve 415
- Defined benefit plans 417
- Provision for taxation including the amount relating to tax contingency 422
- Useful lives, patiermn of economic benefits and impairments - Fixed assets 41

241 Change in Estimates

The Company has changed its estimate regarding useful life of motor vehicles from 5 years to 4
years. This change has been accounted for as a change in accounting estimate and hence
applies prospectively. Had there been no change in accounting estimate, the depreciation charge
for the period would have been lower by Rs. 1.4 million while carrying value of motor vehicles and
profit before tax for the year would have been higher by the same amount.

3 STANDARDS, INTERPRETATIONS AND AMENDMENTS TOPUBLISHED APPROVED ACCOUNTING
STANDARDS

31 Standards, amendments or interpretations which became effective during the year
The accounting policies adopted are consistent with those of the previous financial period, except
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Alfalah Insurance Company Limited
Notes to the Financial Statements
For the year ended 31 December 2019

for the following new and amended standards and interpretations effective for annual period
beginning on 01 January 2019, as listed below. The Company has not early-adopted any other
standard, interpretation or amendment that has been issued but is not yet effective.

New Standards, Interpretations and Amendments

IFRS 14 Regulatory Deferral Accounts
IFRS 16 Leases
IFRIC 23 Uncertainty over Income Tax Treatments

IFRS 9 Prepayment Features with Negative Compensation — (Amendments)

IAS 28 Long-term Interests in Associates and Joint Ventures — (Amendments)

IAS 19 Plant Amendment, Curtailment or Setiement — (Amendments)

IFRS 3 Business Combinations - Previously held Interests in a joint operation — (AIP)

IFRS 11 Joint Arrangements - Previously held Interests in a joint operation — (AIP)

1AS 12 Income Taxes - Income tax consequences of payments on financial instruments
classified as equity — (AIP)

IAS 23 Bormowing Cosis - Borrowing costs efigible for capitalization — (AIP)

The nature and effect of the changes as a result of adoption of IFRS 16 are described below. The
adoption of other standards, interpretations and amendments applied for the first time in the year
did not have any impact on the financial statements of the Company.

311 IFRS 16 - Leases

During the period, IFRS 16 - Leases became applicable to the Company. IFRS 16 replaces IAS
17-Leases, existing interpretations and guidance on accounting for leases. IFRS 16 introduces an
on-balance sheet lease accounting model for leases entered by the lessee. A lessee recognizes a
right of use assets representing its right of using the underlying assets and a coresponding lease
liability representing its obligations to make lease payments. Lessor accounting remains similar to
the current standard i.e. lessors continue to classify leases as either finance or operating leases.

The Company has adopled IFRS 16 from January 1, 2019 thereby recognizing right of use assets
and lease liability, in respect of leased properties, there-against on January 01, 2019 using
modified retrospective restatement approach, as permitted under the specific transitional
provisions in the standard, and has not restated comparatives for the corresponding reporting
penod of 2018, Previously, these leases were accounted for as operating leases.

As at January 01, 2019, these liabilities were initially measured at the present value of the
remaining lease payments discounted using Company's incremental weighted average borrowing
rate of 12.68% per annum. The lease liability is subsequently measured at amortized cost using
the effective interest rate method. The associated right of use assets were measured at the
amount equal to the lease liability, adjusted by the amount of prepaid lease payments recognized
in the unconsolidated financial statements of financial position immediately before the date of
initial application.

The right of use assets recognized subsequent to the adoption are measured based on the initial
amount of the lease liability adjusted for any lease payments made al or before the
commencement date, plus any initial direct costs incurred. The right of use assets are
depreciated over the lease term using a straight line basis as it closely reflects the expected
pattern of consumption of fulure economic benefits. The right of use assets are reduced by
impaimment losses, if any, and adjusted for certain re-measurements of lease liability.

Lessor accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue

to classify leases as either operaling or finance leases using similar principles as in IAS 17.
Therefore, IFRS 16 did not have an impact for leases where the Company is the lessor.
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Alfalah Insurance Company Limited
Notes to the Financial Statements
For the year ended 31 December 2019

The Company adopted |FRS 16 using the modified retrospective method of adoption with the date
of initial application of 1.January 2019. Under this method, the standard is applied retrospectively
with the cumulative effect of initially applying the standard recognized at the date of initial
application. The Company elected to use the transition practical expedient to not reassess whether
a contract is, or contains a lease at 1 January 2019. Instead, the Company applied the standard
only to contracts that were previously identified as leases applying IAS 17 and IFRIC 4 at the
date of initial application.

The effect of adoption IFRS 16 as at 1 January 2019 (increase/(decrease)) is as follows:
Statement of Financial Position

Rupees in thousands
Assets
Right of use assets 91,074
Prepayments (4,607}
Total assets 86,467
Liabilities
Lease liabilities 86 467

Statement of Profit and Loss Account
01 January 2019 to 31 December 2019

Finance cost (9,504)
Amortization of right of use assets (21,608)
Rent expense 22.910

Profit before tax (8,200)

The Company also applied the available practical expedients wherein it:

- Used a single discount rate to a portfolio of leases with reasonably similar characteristics

- Relied on its assessment of whether leases are onerous immediately before the date of initial
application

- Applied the short-term leases exemptions to leases with lease term that ends within 12 months of
the date

- Excluded the initial direct costs from the measurement of the right-of-use asset at the date of initial
application

3z Standards, interpretations and amendments to approved accounting standards that are
not yet effective

The following revised standards, amendments and interpretations with respect to the approved
accounting standards as applicable in Pakistan would be effective from the dates mentioned
below against the respective standard or interpretation:

Effective date
(annual
periods
beginning on
Standard or Interpretation or after)
IFRS 3 Definition of a business — (Amendments) 1 January 2020
1AS 1 and Definition of Material — (Amendments) 1 January 2020
IFRS 9, |IAS 39 |
and IFRS 7 Interest Rate Benchmark Reform — (Amendments) 1 January 2020
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Alfalah Insurance Company Limited
Notes to the Financial Statements
For the year ended 31 December 2019

The above amendments are not expecied to have any material impact on the Company’s financial
staternents in the period of initial application.

In addition to the above standards and amendments, improvements to various accounting
standards and conceptual framework have also been issued by the IASB. Such improvements
are generally effective for accounting periods beginning on or after 01 January 2020.

The Company expects that such improvements to the standards will not have any material impact
on the Company's financial statements.
Further, following new standards have been issued by IASEB which are yet to be notified by the
SECP for the purpose of applicability in Pakistan.
Effective date
(annual
periods
beginning on
Standard or Interpretation or after)

IFRS 1 First Time Adoption of IFRS 1 July 2019
IFRS 17 Insurance Contracts 1 January 2021

The management, in consultation with Insurance Association of Pakistan, is in the process of
determining the effect of application of IFRS 17.

33 Amendments to IFRS 4 applying IFRS 9 Financial Instruments with IFRS 4 Insurance
coniracts

The Company meets the eligibility criteria of the temporary exemption from IFRS 9 and intends to
defer the application of IFRS 9 until the effective date of the new insurance contracts standard
(IFRS 17) of annual reporting periods beginning on or after 1 January 2021, as allowed by the
amendments contained in Annual Improvements to IFRS Standards 2015-2017 Cycle.

The temporary exemption enables eligible entities to defer the implementation date of IFRS 9 for
annual periods beginning before 1 January 2021 and continue to apply IAS 39 to financial assets
and liabilities. An entity may apply the temporary exemption from IFRS 9 if:

(i) it has not previously applied any version of IFRS 9, other than only the requirements for
the presentation of gains and losses on financial liabiliies designated as FVPL; and

(i} its activities are predominantly connected with insurance on its annual reporting date.

The Company performed an assessment of the amendments and reached the conclusion that its
activities are predominantly connected with insurance as at 31 December 2018. During 2019,
there had been no significant change in the activities of the Company that requires reassessment

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set out
below. These policies have been consistently applied to all years presented in these financial statements
except as stated in note 3.1.1.
41 Property and equipment

Operating fixed assets:

ltems of operating fixed assets, except freehold land, are stated at cost less accumulated
depreciation and any impairment loss. Freehold land is stated at cost less identified impairment
loss, if any.
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Cost comprises of purchase price including import duties and non-refundable purchase taxes
after deducting trade discounts, rebates and includes other costs directly attributable to the
acquisition or construction including expenditures on the material, labour and overheads directly
relating to construction, ermeclion and installation of operating fixed assets.

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

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

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

Depreciation mathods, residual values and the useful life of the assels are reviewed at least at
each financial year end and adjusied if appropriate.

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

loss account.
Capital work in progress

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

4.2 Investment Property

Property not held for own use or for the sale in the ordinary course of business is classified as
investment property. The investment property of the Company comprises of land and is valued
using the cost method. This is stated at cost less any identified impairment loss.

Any gain or loss on disposal or retirement of investment property represented by the difference
between the sale proceeds and the camying amount of the asset is recognized as income or
expense in the profit and loss account.

The useful lives, residual values, depreciation method and impairment loss are reviewed on a
regular basis. The effect of any changes in estimate is accounted for on a prospeclive basis.
Further, fair value determination for the purpose of impairment loss requires adjustments for any
differences in nature, location and condition of the investment property, if any, which involves
significant judgment.

4.3 Intangible assets

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

Amortization on additions to intangible assets is charged from the month in which an asset is put
to use and on disposal up to the month of disposal. The estimated useful life and amortization

method is reviewed al the end of each annual reporting period, with effect of any changes in
estimate being accounted for on a prospective basis.
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The Company assesses at each statement of financial position date whether there is any
indication that intangible asset may be impaired. If such indication exists, the carrying amount of
such assets are reviewed to assess whether they are recorded in excess of their recoverable
amounl. Where carrying values exceed the respective recoverable amount, assets are written
down to their recoverable amounts and the resulting impairment loss is recognized in profit and
loss account currently. The recoverable amount is the higher of an asset's fair value less costs to
sell or value in use. Where an impairment loss is recognized, the amortization charge is adjusted
in the future pericds to allocate the asset's revised camying amount over its estimated useful life.

4.4 Financial instruments

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

441 Non-derivative financial assets

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

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

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

Financial assets at fair value through profit and loss account

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

Held to maturity financial assets

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

Loans and receivables

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

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

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

4.4.2 MNon-derivative financial liabilities

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

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

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

44.3 Offsetting of financial assets and financial liabilities

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

4.5 Impairment
Financial assets

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

Animpairment loss inrespect of a financial asset measured at amortized cost is calculated as the
difference between its cammying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate. Impairment loss in respect of a financial asset
measured at fair value is determined by reference to that fair value. All impairment losses are
recognized in profit and loss account. An impairment loss is reversed if the reversal can be
related objectively to an event occurring after the impairment loss was recognized. Animpairment
loss is reversed only to the extent that the financial asset's camrying amount after the reversal does
not exceed the carrying amount that would have been determined, net of amortization, if no
impairment loss had been recognized.
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Impairment losses on available for sale financial assets are recognized by reclassifying the losses
accumulated in the fair value reserve to profit and loss account. The amount reclassified is the
difference between the acquisition cost (net of any principal repayment and amortization) and the
current fair value, less any impairment loss previously recognized in profit and loss account. If the
fair value of animpaired available for sale debt security subsequently increases and the increase
can be related objectively to an event occurring after the impairment loss was recognized, then
the impairment loss is reversed though profit and loss account, otherwise it is reversed through
other comprehensive income.

Mon-financial assets

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

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

4.6 Insurance Contracts

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

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

- Fire and property damage

- Marine, aviation and transport
- Motor

- Accident and health

- Others including miscellaneous

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

These contracts are provided to all types of customers based on assessment of insurance risk by
the Company. Mormally personal insurance contracts e.g. vehicle, personal accident, etc. are
provided to individual customers, whereas, insurance contracts of fire and property damage,
marine, aviation and transport, health and other commercial line products are provided to
commercial organizations.
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Fire and property damage insurance contracts mainly compensate the Company's customers for
damage suffered to their properties or for the value of property lost. Customers who undertake
commercial activities on their premises could also receive compensation for the loss of earnings
caused by the inability to use the insured properties in their business activities.

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

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

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

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

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

Premiums and administrative surcharge

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

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

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

Administrative surcharge represents documentation and other charges recovered by the
Company from policy holders in respect of polices issued and is recognized in accordance with
pattern. Administrative surcharge is recognized, at a rate of 5% of the premium restricled to a
maximurm of following limits:

Class Rupees
Fire 3,000
Marine 3.000
Motor 3,000
Engineering 5,000
Health 5,000

Other including Miscellaneous 5,000
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4.7 Provision for unearned premium

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

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

- for Fire, Motor, Miscellaneous and Health (except Personal Accident) business, premium
written is recognized as provision for uneamed premium by applying the 1/24th method.

- for Personal accident business, premium written is recognized as provision for uneamed
premium, as the ratio of the unexpired period of the policy and the total period, both
measured to the nearest day.

4.8 Receivables and Payables related to insurance contracts

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

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

4.9 Reinsurance contracts held

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

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

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

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

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

410 Reinsurance expense

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

Reinsurance premium shall be recognized as an expense. For proportional reinsurance business,
evenly over the pericd of the underlying policies, for non-proportional reinsurance business,
evenly over the period of indemnity.
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The portion of reinsurance premium ceded not yet recognized as an expense is recognized as a
prepayment. The prepaid portion of premium ceded is recognized as an asset. Such asset is
calculated by applying the twenty-forth method, whereby the liability shall equal 1/24 of the
premium ceded relating to reinsurance contract commencing in the first month of the insurer's
financial year, 3/24 of the premiums ceded relating to policies commencing in the second month
of the insurer's financial years, and so on.

411 Commission expense/ acquisition cost

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

412 Deferred commission expense/ acquisition cost

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

413 Claims Expense

General insurance claims include all claims occurmng during the year, whether reported or not,
related internal and extemal claims handling costs that are directly related to the processing and
setlement of claims, a reduction for the value of salvage and other recoveries, and any
adjustments to claims outstanding from previous years.

4.14 Outstanding claims including incurred but not reported (IBNR)

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

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

Claims incurred but not reported

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

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

As required under the Guidelines, the Company uses CLM by involving an actuary for
determination of provision against IBMR. Accordingly, the actuarial valuation as at 31 December
2019 has been carried out by independent firm of actuaries for determination of IBNR for each
class of business. The actuarial valuation is based on a range of standard actuarial claim

59



A Alfalah Insurance | ﬁm;"ﬁnu:]f 201 9

Alfalah Insurance Company Limited
Notes to the Financial Statements
For the year ended 31 December 2019

projection technigues, based on empirical data and current assumptions (as explained in
preceding paragraph) that may include a margin for adverse deviation as required [ allowed under
the Guidelines. The method used, and the estimates made, are reviewed annually.

415 Premium deficiency reserve

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

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

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

416 Cash and cash eguivalents

Cash and cash eguivalents are camed in the statement of financial position at cost. For the
purposes of cash flow statement, cash and cash eguivalents comprise cashin hand, deposits with
banks and stamps in hand.

417 Employees benefit plans

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

Post employment benefits - Defined contribution plan

The Company operates an approved contributory provident fund for all permanent employees by
establishing a separate Trust. Equal monthly contributions are made by the Company and
employees to the fund at the rate of 8.33% (2018: 8.33%) of basic salary.

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

Post employment benefits - Defined benefit plan

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

The calculation of defined benefit obligation is performed annually by a qualified actuary using the
‘Projected Unit Credit Method® and latest actuarial valuation has been camied out at 31December
2019. When calculation results in a potential asset for the Company, the recognized asset is
limited to the present value of economic benefits available in the form of refunds from the plan or
reductions in fulure contributions to the plan.
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Actual gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged to equity through other comprehensive income in the year in which they
arise. Past service costs are recognized immediately in the profit and loss account. The main
features of defined benefit schemes are mentioned in note 19.

418 Creditors and accruals

Liabiliies for creditors and other amounts payable are carmed at cost which is the fair value of the

consideration to be paid in the future for the goods and / or services received, whether or not
billed to the Company.

419 Provisions and contingencies

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

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

Leases

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

Company as lessee

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

Right-of-use assets

The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the
date the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabiliies. The cost of right-of-use assets includes the amount of lease liabilities recognized, initial
direct costs incurred, and lease payments made at or before the commencement date less any
lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the
shorter of the lease term and the estimated useful lives of the assets.

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

The right-of-use assets are also subject to impairment. Refer to the note 4.5
Lease liabilities

At the commencement date of the lease, the Company recognizes lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease paymenis include
fixed payments (including in-substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Company and payments of penalties
for terminating the lease, if the lease term reflects the Company exercising the option to terminate.
Variable lease payments that do not depend on an index or a rate are recognized as expenses
(unless they are incurred to produce inventories) in the period in which the event or condition that
triggers the payment occurs.
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In calculating the present value of lease payments, the Company uses its incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencemeant date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments made. In addiion, the camying
amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a
change in the lease payments (eg., changes to future payments resulting from a change in an
index or rate used to determine such lease payments) or a change in the assessment of an oplion
to purchase the underlying asset.

4.20 Revenue recognition

Premium income and administrative surcharge

Premium income and administrative surcharge is recognised in line with note 4 6.

Commission income

Commission income from other reinsurers is recognized at the time of issuance of the underlying
insurance policy by the Company. This income is defermed and brought to account as revenue in
accordance with the pattern of recognition of the reinsurance premium to which it relates. Profit
commission, if any, which the Company may be entitied to under the terms of reinsurance,
recognized on accrual basis.

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

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

Dividend income

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

Interest income and other returns

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

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

Miscellaneous Income

Return on bank deposits is recognized on a time proportion basis taking into account the effective
yield.

Other revenues are recognized on accrual basis.

421 Management expenses

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

422 Taxation
Current

Provision of current tax is based on the taxable income for the year determined in accordance
with the prevailing law for taxation of income. The charge for current tax is calculated using
prevailing tax rates or tax rates expected to apply to the profit for the year if enacted.
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4.23

4.24

4.25

The charge for current tax also includes adjustments, where considered necessary, to provision
for tax made in previous years anising from assessments framed during the year for such years.

Deferred

Deferred tax is accounted for using the statement of financial position liability method in respect of
all temporary differences arising from differences between the carrying amount of assets and
hiabilities in the financial statements and the comesponding tax bases used in the computation of
the taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary
differences and deferred tax assets are recognized to the extent that it is probable that taxable
profits will be available against which the deductible temporary differences, unused tax losses and
tax credits can be utilized.

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

Segment reporting

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

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

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

Assets liabiliies and capital expenditures that are direcily attributable to segments have been
assigned to them. Those assets and liabilities which can not be allocated to a particular segment
on a reasonable basis are reported as unallocated corporate assets and liabilities.

Dividend distribution

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

in which it is approved.
Salvage recoveries

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

Window Takaful Operations

The accounting policies followed by Window Takaful Operations are stated in the annexed
financial statements of Window Takaful Operations for the year ended 31 December 2019.




A Alfalah Insurance | mQO-I 9

Alfalah Insurance Company Limited

Notes to the Financial Statements
For the year ended 31 December 2019

Nata _amg 2018
Rupass In thousand
5 PROPERTY AND EQUIPMENT

Cperating asasts 51 173,008 Ta.eTe
51  Opersting sssels o
2010
Coat Dmpraclation writhan down value
AB At Al Bl A5 al Al Bt
Charga for the on As at
01 January Additiana Dispoanla 3 December 01 January 31 Dacambsar Dwpreciation
Hito 2818 2018 Waar dlapoaals 2019 31 Decambar 2019 flasian
Rupass I Ehousane. L
Land - frasnod 121,8M + - 121,67 * ® * * 121,81 -
Bulidirg an sasenod land 50,644 - - 50,584 46,428 1108 - 47,534 3,030 10
Fumiiure and flabres 17,795 33 [1B} 17.808 14,898 1= (13) 15,574 2,213 1
CHfos aguipment 0,078 4,430 13,588) 20,817 18,486 1,367 (2,814) 15,018 5,808 20
Cornputer egJlpmant laear 2,642 11,163) 40,088 33,708 2,204 1.018) 34,926 5,180 25
Werlcles 73,882 4,282 15,185) 72848 32,485 Tave (2.538) a7,935 35,014 25
322,665 11,287 {8,858 323,998 143,903 13,378 381 150,990 173,008
20148
Caat Dapraclaban writan dawn valug
As at Ag el Anal As at
Charga far the on As Bt
01 January Acdltions Dispasals 31 Dacamaar 01 .January ; M Decamber Derec ation
2018 2018 e WaaEr dspasias 2018 31 Dacamoe 2018 plun
Rupaes In thausand %
Lard - Traahoid 121,871 . . 121,671 - . . 121.8T -
Bulidirg an isasenod land 50,644 - - 50,584 42 Bd2 1,587 - 48,429 4,135 10
Fumituea and fatares 17,448 326 18} 17,798 13,648 1,318 (12) 14,885 2,900 10
CHos agJlpmen 18,887 1,380 (Zry 20,078 15124 1,804 {262 16,486 3,810 20
Cemputer egJlzment IS ETT 3,588 (Baa) 38,807 32,182 1,968 (48T 33,708 4,889 b
Verlcles 72608 4,629 13,578) 73,862 26,334 8,054 {883) 32,485 41,367 2
318,973 10,125 (b 433 32T,FA5 129071 16548 _ (i8ar) 143,983 178,872

54141  Immaovabia freehoid land In tha neme of tie Company camades of land having an area of 2 Kana sfuated at Tarlg Block, Gardan Town, Lanora,

§4.2 Thess Inciude oparatng assats amounting ta Rs. 126,10 milan (2018: As. 110,16 millon) having all baok vaius & &1 year and,

513 Totwl degrecation and amartization (s as follows Note 018 30ia
Rupsss Im thausand
Cpesating asasts 541 13,378 16,548
Right Of Usa Assal 8 21,808 N L
34,084 18,540
514 Degrecation hes peen aliacated as follows:
Manegeman exparsas 31,038 14,878
\Windaw Takefu Oparatiars - Cperator's Fund 3045 1,674

34,084 16,548
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513 Dizspo=al of property and eguipment

2019
Im— d‘w -
B et book Sale Gain [ (loss) on Mode of
Particulars Particutars of buyer with fhe Comi
value proceeds. disposal dizpo=al
Company
TR -
Dffice Equipment's
Deeryo Generator M. Mo wes Saamead Former CEQ 1475 585 585 Oither
Warious Ofce: Equipment Vistious Parfies Third Pariie:s 214 210 322 112 Auclion
¥ehicles
Handa Chvc (AP-438) Wir. Rehan Ahmed Third Party 1,834 482 oTe 404 Avction
Haonda Chodc (AV-11-175) Br Masar us Samad Former CEQ 2,805 2,060 2600 540 Oiher
Warious Vehicles Warious Parfies Third Parfies 460 115 Hr 2 Avction
Others
arines Compuber Equipment Viarious Poriies Third Parfies 1,153 137 229 a2 Auction
arious Fumiture & Fodures Various Parfies Third Parties 19 L] 3 ) Auction
2018 9,858 3,575 4812 1,17
2018 4,433 2,806 3,343 537
2019 2018
Rupecs in thousand
L] RIGHT OF USE ASSET
Batance as at 01 Janusry
Irstil recopgnition dus o appiealion of IFRS 16 91,074
Ackdilions 1,205
Less: Depreciaion 1,606
Batance a= at 31 December TOETY -
7 INTANGIELE ASSETS
Intamgibile assels 1,364 2273
Capital work in progress - milangibles T2 7188 1,238
B 552 3511
Imtarygitie ssets
Cost
Cood 2 b 011 January 711 17,581 17,408
Additicns during fhe e 261 B3
Cost as af 31 December 17 542 17,581
Accumulated amortization
Arcumulated amodizstion == at 01 Jancery 15,308 14,0682 |
Amortirafion dusrged during the year 1,170 1,248 |
Accumulated amorization a= aif 31 December 16478 15,304
Hel book value as ail 31 December 1,364 2273

Rate of amortization 25% 25%
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719 Thessiachcl ianghie asass amcuriing . 125 o 2018 R 12.58 i) Paving ok vk o e s,

219 2018

712 Amortization has been allocalbed 2= follows:
Management expenses 1,038 1,118
Wirdow Takahd Operafions - Operstor's Fund 132 3T
1,178 1,246
T2 This indudes sdvance given in respect of Sanag 1 Inf lion System” lo a software house.
B INVESTMENT PROPERTY
2019
Cost Depreciation Wrillen down
Asal nkcli As at 31 Asal As at value as at 31 Ul
1 Jamsary Deoemieer M January o 31 December Deocember life
2019 (efi=y J 2019 2019 ¥ 219 2019
{Rupees in thousand)
Lard 1,588 1,588 1,588
1,588 - 1,588 - = - 1,588
2Ana 1,588 1,588 1,588

Bl The marke! value of mvestment propesty as per vsluafion camied ol by professional valuers as al 31 December 201 9is Rs. 7.76 milion, having area of 7 Marla
15 Sift. kepl for copitsl appredation purpose.

8 INVESTMENTS IN EQUITY SECURITIES

2019 2018
i Pravisi i . IProvisa
{Rupees in thousand)
41  Available for sale - Quoted

Related parties
Lished shares 911 - - . 5480 5460
Mutal furds - = . F0.000 0,000
Ot
Listed shames 912 226,582 (1.177) 215,415 265,088 265,008

226,552 {11,177} 215,415 340,557 340,557

Urmresslized gasin { (loss) on revalusdion

'iii,;m 213::: — S
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9.1.1 Related parties
Shares [ Units " ik "'"'" Cost Market Value
2018 2a pﬂ“i 2018 2018 209 218
——HNumber——— (Rupees in thowsand)
= 277,000  Bank Alfsish Limibed™ 10 - 5,469 = 11,243
- 540470  Alalsh GHP Stock Fund 10 - T0.000 = 56,289
. 75 ABD z 67,532
912 Others
Commercial Banks
- 0400  Bank AL Habib Limited 10 - 2205 - 2,00
142 583 162,583  Uniled Bank Limited 10 22372 26,122 23,455 19,939
137,800 1TT.B00  Habib Bank Limiled 10 20,319 2T A3 21,842 21416
75,100 BE60F MCE Bank Limnited 10 15,734 16,562 15,381 17,150
433,000 A63,000  The Bark of Purgsh 10 5212 5935 4,908 5,542
11.000 2000  Faysal Bank Limiled 10 284 SE 20 530
= 360 Mooz Bank Limiled 10 = 0 = 33
Erincer
10,000 10000 Inlemasfional Stecks Limiled 10 519 TET 5T 858
- 420000 Mughal ron and Slecls Indusiries 10 = 2,046 - 1699
Cement
10,325 18,225  Lucky Cement Limited 10 4,707 B.7B8 4,423 8357
69,300 BE800 D.G Khan Cement Limited 10 5,143 B.60E 5147 7.7
167,193 114,375 Maphe Lesil Coment Faclory Limiled 10 5,136 5,587 3869 4,849
Fertilizers
2 13800 Engm Coeporation Limied 10 . 4,161 g 4017
47,000 192,000  Engro Polyme© and Chesnicals Limiled 10 3,452 7108 3 713
= 26,000 Fouji Ferilicer Bin Oasim Limiled 10 - 1,039 - 969
= 174,000  Fawji Fertilicer Compary 10 = 16,768 = 16,156
174,000 179,000  Engm Ferlilicer Limiled 10 13,081 13467 12777 12360
Pharmaceuticals
- 2408 Highnoon Laborakories: Limiled 10 - 1,017 - 817
Automobile Asscmbler
2980 25980 Indus Motor Company Limiled 10 4,123 4401 J A2 3,835
Power generation and distribution
170,000 1T0,000 Kot Addy Power Company Linited* 10 a014 9,360 5,360 8424
- Mishat Powes Limited 10 z . . 2
€350 ks Poswer Comgsny Limiled 10 518 5965
48,500 46000  Mishal Chunian Limited 10 2184 2442 2 069 2235
0il & Gas Exploration Companies
177,900 150,400 08 And Gas Deveiopment Comgrany Limiled 10 25,963 24,693 25319 18,251
58,000 27100 Pakiskan 08 Falds Limiled 10 28,052 14,724 25910 11,513
154,850 122,875 Pakisian Peiokesm Limibed 10 22 308 22244 2,209 18,389
B.A483 B712 Mo Pelrofeumn Company Limiled 10 9,247 12,235 1,114 10,766
Textile composite
= 65,500 Gl Alwnaad Textile Mills Limiled 10 = 32 = 3,024
124,000 103,000 Mishat Mills Limited 10 15,852 15260 13,181 13,033
Foods and personal cane products
126,500 126,500 Faiji Foods Company 10 4.TTT 47T 1,430 3,830
0il & Gas Markcting Companics
12,000 12000 Sui Morthemn Gas Pipelines 10 1,103 1,103 o914 925
- 80 Pakisian Stale O 10 - 12 . 14
Fumiture
1X2.57€ Inlerfioop Limiled 10 5,851 7,114 =
Vsl a5 ool 31 December 226,552 265,086 219,087 226,690
Grand Total 38,553 340,557 8,087 203,737
* 6,000 (201 8: N} shares are pledged with Mafornal Clearing Company of Pakistan Limiled {NCCPL) as exposure manging
**2018: 200,000 =t wesne pledged with National Clearing Companry of ‘Paldston Limiled (NOCPL) o cxposune mangin.
67
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Note 2019 2018
10 INVESTMENTS IN DEBT SECURITIES (Rupees in thousand)
101 Awailable for sale - Unguoted
Sukuk cerificales 10.1.1 28,950 35,000
Term finance certificates 10.1.2 54,707 34,720
Pakistan Invesiment Bonds 10.1.3 T43,732 210,000
&28,389 270,720
Unrealized gain ! (loss) on debt securities 42 817 (3.442)
871,206 276,278
10.2  Held for trading
Treasury Bills 10.1.4 304,512 440276
Pakistan Invesiment Bonds 10.1.5 137,343 2
441,855 440,276
Unrealized gain on debt securifies 9,301 4,732
Tatal Investment in debt securities 1,322 362 721,286
Description _ Maturity Profit Payment  Yield 2019 2018
(Rupees in thousand)
10.1.1 Subuk certificates
Subkuk-International Brands Lid 3IM KIBOR +
"SELSC" 15-Mov-21 Quartarly 0.50% 28 950 -
Sukuk-International Brands Lid 12M KIBOR +
"ISBLSC" 1o-Nov-21 Annuslly 0.50% ——= 000
28,950 35,000
10.1.2 Term finance cerfificates
Habib Bank Limited 15-Mov-24 CQuarterly e 1“]3““ * 20,000 =
The Bank of Punjab 23-Dec-26 SemiAnnually 1'“mﬂm+ 34,707 34,728
54,707 34,728
10.1.3 Pakistan Investment Bonds
Pakisian Investment Bond-Floater  09-Aug-23 Semi Annually 14.64% 110,000 210,000
Pakistan Invesiment Bond 19-5ep-22 Sami Annually 12.8T% 136,989 -
Pakistan Investment Bond 12-Jul-Z23 Semi Annually 13.TT% 63,193 -
Pakistan Invesiment Bond 12-Jul-23 Sami Annually 13.50% 169,419 -
Pakistan Invesiment Bond 12-Jul-Z3 Semi Annually 13.7T8% 63,182 -
Pakistan Invesiment Bond 19-5ep-24 Semi Annueally 12.38% 89,915 -
Pakistan Invesiment Bond 12-Jul-28 Seami Annually 13.45% 28,701 -
Pakisian Investment Bond 12-Jul-28 Seami Annually 13.40% 38382 -
Pakistan Invesiment Bond 19-5ep-29 Semi Annually 12.15% #3851 -
Awerage Yield { total 13.34% 743,732 210,000
10.1.4 Treasury Bills - Held for Trading
Treasury Bils 24-Sep-20 O Misturity 13.TT% 140,687 -
Treasury Bills 13-Feb-20 O Matusrity 13.46% 163,825 x
Treasury Bills 03-Jan-19 O Maturify B.Ta% - 196,056
Treasury Bills 28-Feb-19 O Miartusriby 10.2T% - 497,602
Treasury Bills 14-Mar-19 O Maturify 10.30% - 146,528
Awerage Yield { total 1.31% 304,512 440,276
10.1.5 Pakistan Investment Bonds - Held for Trading
Pakisian Investment Bond 12-Jul-21 Seami Annually 13.61% 91,451 -
Pakistan Invesiment Bond 12-Jul-21 Semi Annually 13.35% 45 891 -
Awverage Yield [ total 13.48% 137,342 -
10.1.6 Pakisian Investment Bonds having face value of Rs.60 million {2018: Rs. 60 million) and market value of Rs. 58 93 million
{2018: Rs. 58 93 milfion) respectively are held with State Bank of Pakistan as securnity deposil
68
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2019 28
(Rupees in thousand)
11 INVESTMENTS IN TERM DEPOSITS
Term Deposit Receipt - maturing within 12 months 11 2,000 2,000
Impairment {2,000 {2,000)

1.1 Thess includes ferm deposit receipts (TDRs) purchased from Trust Investment Bank of Rs 2 million (2018: Rs. 2 million)
matured in 2013. Impairment has been charged due o uncerainty surmounding the recoverability of the amount.

2019 2018
12 LOANS AND OTHER RECEIVABLES [Rupees in thousand)
Considered good
Accrued investment income T ez 7718
Security deposits 4,298 4,608
Loan to employees 4,509 4,906
Insurance claim receivable 34 542
Receivabde from Shareholders’ fund 18,972 10,494
Receivabde from Parficipants’ takaful fund % 6,642
Other advances 4,916 3.800
69,381 38,850
S {3,800) (1,900}
65,581 36,900
121  Provision against other advances
Balance as at 01 January 1,900 -
Addifion made during the year 1,900 1,900
Balance as at 31 December 3,800 1,900
13 INSURANCE | REINSURANCE RECEIVABLES
Unsecured and considered good
Less : provision for impaiment of receivables from insurance
contract holders 131 | (31.496) (30,133}
616,608 414 952
Due from other insuners | reinsurers ' 180,385 120,128
Less : provision for impairment of due from other
insurers / reinsurers 13.2 [ms]ﬂ (2.776)
180,080 126 352
T96.688 541,304
131  Provision for impairment for receivables
from insurance contract holders
Balance as at 01 January 30,133 18,504
Addiion made during the year 1,363 11.539
Balance as ai 31 Decembar 31,456 30,133
132 Provision for impairment of due from other
insurers / reinsurers
Balance as at 01 January 2,776 -
{Reversal) / Addition made during the year {2A4T1) 2,776
Balance as at 31 Dacember 305 2776
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Nate 2019 2018
(Rupees in thousand)
14 DEFERRED TAXATION
Credit / (debit) balances arising in respect of timing differences relating fo:
Deferred credits arising in respect of
Accelerated tax depreciation allowance 2,618 1,862
Leas=es - nat ™ -
Deferred debits arising due to
Investments - Available for sale {13, 484) -
Investmenis - Held for frading [2,697) -
{12,782) 1,862
14.1 Reconciliation of deferred tax liabilities, net
Opening balance 1,862 1,039
Tax expanse recognized in statement of profit or loss [1.170) 823
Tax expense recognized in OC1 14.2 (13 .484) = -
Closing balance (12,782} 1,862

14.2 This represents defermed tax changed to unrealized (loss) / gain on available-for-sake imwesiments in other comprehensive income.

Mote 2019 2018
(Rupees in thousand)
15 PREPAYMENTS
Prepaid reinsurance premium ceded 25 376,527 270 454
Prepaid rent 4 4,607
Prepaid miscellansous expenses 3,064 2,065
379,591 277,126
16 CASH AND BANK
Cash and cash equivalents
Cash in hand 388 420
Rewvenus stamps 1,793 600
2181 1,038
Cash at bank
Current accounts
- Local currency [ 48,730 202 506 |
- Foreign cumency (LISD 3,204.98) (2018: USD 3,204.08) | 510 ) 456 |
50,240 283,052
‘Savings accounis 16.1 276,485 298,802
326,725 591,860
328,906 592 898

161 The balance in saving sccounts camy mark-up at the rale of 5.53% fo 12.40% per annum (2018: 1.60% to 9% per anmum).

16.2 (Cash st bank deposits includes an amount of Ris. 308.32 million (2018: Rs. 534 46 million) held with Bank Alfalah Limited, an
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17T WINDOW TAKAFUL OPERATIONS
Dperator’s Fund
Assels:
Cash and bank deposils
Qard @ Hasna to Participant Takaful Fund
Assats - Others
Total assets

Total Liabilities - Current

17.1 Window Takaful Operations
Profit and loss account
Wakala fee
Commission expense
Management expense
Investment income - net
Mudarib's share of PFTF investment income
Other incomea
Finance cost
Other expenses
Profit before tax from Window Takaful Operations
Taxation

Profit after tax from Window Takaful Operations

2019 2018
{Rupees in thousand)
114,424 65,261
25,000 30,000
26,252 26,841
165,676 122,102
70,540 54,339
B7,090 62.84T
(18, 848) (16,987)
{37,267} (30,686
- 1,166
5476 557
7,037 a51
(1.072) =
_3.862) 1)
38,554 14 407
{11,181) (4.178)
27373 10,229

Dwtails of assets, liabilites and segment disclosures of Window Takaful Operations are stated in the annexad

financial staternents of Window Takaful Operations.
18 SHARE CAPITAL

181  Awuthorized Capital

2M9 2018
{Mumber of shares)
50,000,000 50,000,000 Ordinary share of Rs. 10 each

18.2 Issued, subscribed and paid-up share capital

2018 2018
{Mumber of shares)
Ordinary shares of Rs. 10 aach,
30,000,000 30,000,000 fuslly paid in cash

Ordinary shares of Rs. 10 each,

50,000,000 50,000, (00

2019 2018
{Rupees in thousand)
50,000 500,000
2013 2018
{Rupees in thousand)
300,000 300,000
200,000 200,000
500,000 500,000

18.3  As at 31December 2019, Bank Alfalah Limited and Sheikh Mahayan Mubarak Al Mahayan held 14,997,825
(2018: 14,997,825) and 12,497,323 (2018: 12,497.823) ordinary shares of Rs. 10 each fully paid,

respeciively.

19 RESERVES

Capital reserves
Share deposil money
Fair value reserves

i A . S
{Rupees in thousand)
1,381 1,381
33,015 (50,777)
150,000 150,000
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2019 2018
(Rupees in thousand)

20 RETIREMENT BENEFITS ASSET / OBLIGATION
Staff gratuity (asset) / liability (2,879) 638

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

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

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

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

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

2019 2018
201 Statement of financial position reconciliation {Rupees in thousand)
The amounts recognized in the staterment of financial
statements are as follows:
Present value of defined benefit obligations 54 897 62,709
Fair value of plan assets : {5?',11?6} ; [62{]?'1]
Recognized (asset) / liability (2.879) 638
20141 Movement in the defined benefit obligations
Obdigation as at 01 January 62,709 53,202
Current service cost 8,028 7,204
Interest cost 6,981 4,303
Actuarial (gain) / losses (2,780) a7
Benefits paid (20,041) (2,097)
Obligation as at 31 December 54 897 62,709
2012 Movement in the fair value of plan assets
Fair value as at 01 January 62,071 48 0982
Expected retum on plan assets 7,505 4 459
Actuarial losses (397) {1,493)
Employer contributions 8,638 12,220
Benecfits paid {20,041) {2,007)
Fair value as at 31 December 57,776 62,071

T2
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2019 2018
20.1.3 Cost {Rupees in thousand)
Current service cosl 8,028 7.204
Interast cosl 6,981 4,303
Expacied relumn on plan assels (7,505} (4.458)
Expanse 7.504 7.048
Actual return on plan assels 9.230 2,966
20.1.4 Principal actuarial assumptions used are as follows:
Discount rale and expected relum on plan assels per annum - % 11.25% 13.25%
Fulure salary increases - % 10.25% 12.25%
Mal relirement age 60 L]
Maorlality rales SLIC 200105  SLIC 2001-05
Withdrawal rate Moderate Moderala
Efleclive salary increase timing 1st January 15l January
2020 2019
20.1.5 Comparison for five years:
2019 2018 T2007 2016 2015
(Rupees in thousand)
As al December 31
Presanl value of defined
benelil obligation 54,897 62,709 53 202 43,821 36,749
Fair value ol plan assels {H,T_]"ﬂ_] (62,071) (48,982) (41.858) (33.663)
Diesficit (2.8793) 538 422 1,863 3,086
20.1.6 Experience adjustments
Gain / {loss) on plan assels (as
percentage of plan assels) 5.06% 0.15% 257% 320% 3.08%
Gain / (loss) on plan assels (as
percentage of obligations) 0.69% 241% 2.65% 0.52% 4.00%
2019 2018
Rupees in “% Rupesas in %
Thousand Thousand
20.1.7 Plan assets comprise of the following:
Unils of mulual funds TED 1.37T% TOG 1.14%
Pakistan Investment bond 49, 664 B5.96% - 0.00%
Cash and bank balances 7323 12 67T% 61,365 B8 86%
57,776 100% 62,071 100%
Hote 2019 2018
21 INSURANCE | REINSURAMNCE PAYABLE {Rupees in thousand)

Due o other insurers / reinsurers

495 516 406,939
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22 LEASE LIABILITY

The effective inlerest rale used as the discounting factor {i.e. implicil in the lease) is 12.68% . The amount of fulure payments
and the penod during which they will become due ara:

MNote 2018 1) )
(Rupees in thousand)
Year ending 31 December
2020 23,529 -
2021 23,019 -
2022 23,948 -
2023 9,090 -
2024 4 BET -
2025 onwards 1,881 -
92,754 -
Less: Fulure finance charges {13.422)
73,332 =

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

2013 2018

MLP PV of MLP MLP P ol MLP

Dwue nol kaler than 1 year 23929 16,062 - -
D laler than 1 year bul nol later than 5§ years 66,944 55,533 - -
Due later than 5 years 1,881 1,737 - -
92,754 73332 - -

222 Seloul below are he carrying amounts ol leasa liabilities and the movements during the year:

Hote 2019 2018
{Rupees in thousand)
Balance as al 01 January - -
Initial recognition BE. 46T -
Addilion 905
Markup on lease liabililies 9,504 -
96,876
Lease rentals paid {23,544
Balance as at 31 December 73,332
23 OTHER CREDITORS AND ACCRUALS
Agenl commission payable 292 645 238,332
Cash margin agains! performance bonds 62,604 16,254
Federal excise duly and sales lax 39,803 4,370
Federal Insurance Fee 2,940 1.521
Workers' welfare und 231 2110 15,003
Actrued expenses 23.2 98,653 B2 066
Tax deducled al source 8,928 135913
Payable lo Parlicipant Fund T2 -
Others 233 14,565 16,5989

542,320 388,058
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231 The Finance Act, 2008 introduced an amendment to the Workers” Welfare Fund Ordinance, 1971 (WWF Ordinance). A= a
result of this amendment it may be construed that all insurance companies have been brought within the scope of WWF
Ordinance.

During the year ended 31 December 2012, the Honorable Lahore High Court (LHC) in Constitutional Petition redaing to the
amendments hrought to WWF Ordinance, 197 1 through Finance Act, 2006 and the Finance Act, 2008, had declared the said
amendments as unlawful and unconstiutional. In March 2013, a langer bench of the Honorable Sindh High Cowrt (SHC)
passed an order declaring that the amendmenis introduced in the WWF Ordinance, 1971 through the Finance Act, 2006 and
Finance Act, 2008 do not suffer from any constitutional or legal infirmity. However, the Honorable Supreme Court of Pakistan
declared broadening the scope of WWF (becoming applicable for all commercial organizations) o be void. Besed on the
sbove developments, the Company decided not to make provision against WWIF for the year 2016 and 2017, howewver being
prudent prior pericds provision has not been reversad.

During the year, provincial assembly of the Punjab has through nobification dated 10 December 2019 has published The Punjai

‘Workers Welfare Fund Act, 2018 Based on the above , managemsant has recorded provision in respect of WWTF amounfing to
Rs. 7.11 milion_

232  Accrued expenses
This mainly includes provision for bonus payable to employees of Rs. 33.37 million (2018: Rs. 24.95 million)
233  Unclaimed insurance benefits

Others include unclaimed insurance benefits of Rs_ 4 .22 million (2018: Rs. 3.15 million), aging of which is given balow:

1to 6 Tio12 13024 25 to 36 beyond 36 Total
months. manths months months miznths.
(Rupees in thousand)
Claims not encashed - 2019 a 585 753 1,089 1,788 4,224
Age-wise breakup of unclaimed insurance bensfits
131024 2510 36 beyond 36 Total
1 4o & months 7 o 12 months maonths mornths manths
{Rupees in thowusand)
Claims mot encashed - 2018 ¥ 257 1,088 A54 1,340 3,146

24 CONTINGEMNCIES AND COMMITMENTS

241  Tax Contingencies
a) Income tax - Tax Year 2011

The Company's appeal against order passed. raising & tax demand of Rs. 12155 million under section 122(5A) of the
Ordinence, was disposed of by Commissioner Intand Revenue (Appeals - [) [CIR{A)] throwgh order dated 14 September 2017
for tax year 2011. While, a substantial amount of refief was allowed on issues decided in Company's favor by CIR{A) reducing
the demand o Rs. 58_37 million, the treatment earlier accorded was repeated in respect of remaining issues. The Company, as
well as the Depariment, assailed the order for cross appeals before Appeliate Tribunal Inland Revenue [Tribunal] whersby
substantial refief was given, by ATIR's order dated 17 May 2018, by reducing demand to Rs. 0L61 millkion. The department has.
filed an appeal in Lahore High Court against ATIR's order. As per Company’s Tax advisor, the Company has strong case,
accordingly, the appeal is likely fo be decided in favor of the Company. Therefore, no provision has been made in these
financial statements.

b) Income tax - Tax Year 2017

For tax year 2017, the tax department disputed Company's treatment on certainisswes and raised the aggregate liability of Rs.
93 9 million, however, upon assailing the assessment order before the first appallate authority, additions only to the extent of Rs.
5.9 million were confirmed in respect of unpaid liabiliies (Rs 0.4 millon) and unvenfied expenses (Rs 5.5 million). While the
former will be claimed on payment basis, the Company has prefemed an appesl before the Appellate Tribunal Inkand Revenue
is respect of the latter. Mo provision has been made in the financial staiements regarding the said additions, as the
managemeant is of the view that these issues will be decided in the Company's favor as and when these are taken up by the
Appeliate Authorities. Therefore, no provision has been made in these financial statements.
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s 2018
25 MET INSURANCE PREMIUM {Rupees in thousand)
‘Written gross premium 2,666,478 2,338,699
Unearmead premium resarve as at (1 January 650,096 673,331
Uneamed premium reserve as at 31 December (759,513) (B50,006)
Premium eamead 2 557,061 2361, 934

Prepaid reinsurance premium ceded as at 01 January {270, 454) (326.253)
Prepaid reinsurance premium ceded as at 31 December | ITE.527 | | 270,454 |
Reinsurance expensa {973,327}  (1,059,636)

1563734 1,302,298

Reinsurance premium ceded ‘ “ [ (1,003,837}

26  NET INSURANCE CLAIMS

Claims paid 21,704 1,168,455
Cwitstanding claims including IBMR as at 31 Decambser 649 326 532 442
Outstanding claims including IBMR as at 01 January {532 4429 (568,802)
Claims expensa 1,038,588 1,132,005
Reinsurance and other recovenes received (27T, T {EJB.EUT;
Reinsurance and other recovenes in respect of outstanding claims net of impairmant
as at 31 Decambear (3961 (293 866}
Reinsurance and other recovernes in respect of outstanding claims net of impairment |
as at 01 January | 283866 388434
Reinsurance and other recovensas revenus {380,015) (514,039)
658,573 617,966

261 Claim Development

The following table shows the development of fire, marine and others including miscellaneocus claims over & penod of fime. The
disclosure goes back to the perod when the earliest material claim arse for which there is still uncertainty about the amount and fiming
of the claims payments. For ather classes of business the uncerainty about the amount and timings of claims payment is usually
reschved within a year. Further, claims with significant uncerainties are not outstanding as &t 31 December 20193,

A.n:liinmym
2015 and
prior 2016 217 2018 2018 Total

Estimate of ultimate claims cost
At the end of sccident year

with IBMR 205,983 ATE 045 412.B6E6 638,739 444 627 2269 160
One year later 231,972 436 905 355,994 581,802 - 1,616,673
Two years later 210,488 430,268 244,056 - - 004 712
Three years later 214,656 448,259 - - - 662,915
Four years later and prior 2197, 797 - - - - 2 197,797
Current estimate of cumulafive claims 2,187,797 448250 344 056 561,802 444 G527 4,027 441
Cumulative payments to date (2,158,735} [421,250) (330.579) {540,855) (115,622)  [3.576.050)
Liahility recognized 39,062 27,000 5377 50,947 329,005 451,381

2019 2018
27 HET COMMISSION | ACQUISITION EXPENSE | (INCOME) {Rupees in thousand)

Commission paid or payable 650,497 552,439
Deferred commission expense as at 01 January B3 486 86,770
Met commission 665,659 555,723
Commission neceived or recoverable [Frs] | [2T9164)
Uneamed reinsurance commission as at 01 January (6T (B2 DBE)
Uneamed reinsurance commission as at 31 December T2961 | 67,929 |
Commission from reinsurance (218.807)  (283.323)




ﬂ”ﬁﬂmﬁ% 2019 | ‘ Alfalah Insurance

Alfalah Insurance Company Limited
Notes to the Financial Statements
For the year ended 31 December 2019

Note 2019 2018
(Rupees in thousand)

28 MAMNAGEMENT EXPENSES

Employee benefit cost 2841 230,504 218,369
Travelling expenses 9,947 5,927
Advertisement and sales promotion 2,056 055
Printing and stationery 9,253 8512
Depreciation 514 31,039 14,875
Amortization T.1.2 1,038 1,118
Rent, rates and taxes 5,020 22 380
Electricity, gas and water 7,288 6,166
Vehicle nunning expenses 15,225 13,921
Office repairs and maintenance 10,080 8,387
Bank charges 2,189 1,696
Postages, telegrams and telephone 10,043 8,728
Annual supervision fee SECP 4,164 3,849
Fee and subscription 3,937 2 802
Tracker expense 40,771 54,196
Training and development 3,084 3,008
Inspection fee 937 1,133
Bad and doubtful debis 12 513 T92 16,215
Miscellaneous expenses 9,151 5,497

396,518 397,735

781 Employee bencfit cost

Salaries, allowances and other benefits 211,765 201,989
Charges for post employment benefits 18,739 16,370
230,504 218,369

28.2 Management expenses amounting to Rs. 28 08 million (2018: Rs. 23.05 million) have been allocated
to Window Takaful Operations Operators fund.

Note 2019 ) 2018
(Rupees in thousand)
29 INVESTMENT INCOME
Dividend income 201 12,946 12874
Income from debt securities 292 68,117 10,442
Met realized gains on investments 293 33,498 12,148
Net unrealized gains on investments 29.4 9,301 4732
Impairment of available for sale securities {11,177 -

Investment related expenses (1,830) {3.265)
110,855 36932

291 Dividend income

- Available for sale
Dividend income 12,946 12,874
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Note 2019 2018
(Rupees in thousand)

29.2 Income from debt securities

= Held to maturity
Retum on Pakistan Investment Bonds : - 476
- Available for sale 2 -
Retumn on Pakistan Invesiment Bonds 47,048 7,086
Return on Sukkuk Certificate 4,280 1,454
Return on Term Finance Certificate 6,113 1.426
= Held for trading
Retumn on Pakistan Investment Bonds 10,676 -
68,117 10,442

29.3 Met realized gains on investments

- Awvailable for sale

Realized loss on equity securities (12,3035) {3,465)
Realized loss on debt securities (492)
- Held for trading
Realized gains on debt securities 46,295 15,614
33,498 12,149

29.4  Netunrcalized gains on investments

- Held for trading
Met un-realized gains on invesiments at fair value
through profit and loss account 9,301 4732
Total investment income 123,862 40,197
- Impairment of available for sale securities
Equity securities (11,177) B

- Investment related expenses {1,830) {3,265)

110,855 36,932

30 OTHER INCOME

Return on bank balances 53,564 35,001
Gain on disposal of property and equipment 1,237 537
Cther 38 205

54,839 35,743

3 OTHER EXPENSES

Insurance exXpenses 4143 4 832
Legal and professional fee 8,938 7.063
Auditor's remuneration Mz 2,014 1,833
Security expense 1,884 2,030
Miscellaneous expenses 152 333
Workers" welfare fund 231 7,107 -
24238 16,091

HNa Other expenses amounting to Rs_1.92 million (2018:Rs._1.60 million) have been allocated to Window
Takaful Operations Operators fund.

78
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2019 2018
3.2  Auditor's remuneration (Rupees in thousand)
Statutory audit fee 650 650
Half yearly review 289 289
Statutory refums 220 220
Certification and sundry services 482 482
Out of pocket expenses 110 10
Sales tax 263 82
2,014 1,833
32 FINANCE COST
Mark up on lease liabiliies 8,432 -
Exchange loss 316 -
8,748 -

321 Finance cost amounting to Rs. 1.07 million (2018: Rs. Nil) have been allocated to Window Takaiul
Operations Operators fund.

33 TAXATION

Curmrent Tax:
Current year 89,876 30,244
Prior years 2,663 =
92,539 30,244
Deferred Tax:
- Temporary differences 1,170 (To4)
- Change in tax rate - {69)
1,170 823)
93,709 2941

331 Relationship between tax expense and accounting profit

A numerical reconciliation between tax expense and the product of accounting profit multiplied by
applicable tax rate
2019 2018
(Rupees in thousand)

Accounting profit 253,053 895,188

Tax at the applicable rate of 29% (2018: 29%) 73,385 27 605

Tax effect of amounts that are:

- Related to temporary differences 17,661 1,885

- Chargeable to tax at different rates - (69)

Prior year adjustment 2,663 -
20,324 1.816

Tax expense 93,709 20421
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34 EARNINGS PER SHARE - BASIC AND DILUTED
Basic eamings per share are calculated by dividing the net profit for the year by the weighted average
number of shares as at the year end as follows:

2019 2018
(Rupees in thousand)

Met profit after tax for the year 159,344 65,767
Number of shares
Weighted average number of shares of Rs. 10 each 50,000,000 50,000,000
(Rupees)
Basic earnings per shame 3.19 132

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




WEP'EL T [% 1) BaaL 00

01504 Enl's ET] W6 sjunease yues Bupees jyaid
. 0z'ea 8o LA ] SRALMORE JUOLULIBADE
186t gE'e SE SE SPUN BN
(puEsnoy) Uj sssdny)
aloz BLOZ aioe BROT
aneh, sjeg e T

SjUBLsA| Jo eBeiueded
BNORD; B B BIUALLLERAL| jO dr-yeReg Bu L Cesodind iy J0) PRIRRLLIO) SIR BU DUR  LOZ 0 BRjURCWOD B 0 JET UDNSES |0 SUOISAOSD BUY LW SIURELOIOE U BRELL UBGG BARLY DURL JUBRIAGS |0 IR0 BiLBLAERAU)

FUBLREAL| jO dn YERIE

LBF'EL SEL'ZL SHUBLNSRAL |2 8N[0A JjBg
WEE'BE SR 'TE {en(@A JiB) VO DESE) SPRW BIUALSEEAY| JO eEUesIe
DEE'EL 19918 AR SUBLLERAL| [D (800 PRELIOLR | |85
oeg'zL (1-r4-F) OUR) D 0 TS

{puesniou) uj seedny)
B0z aL0E

B L2 JegLe0eg

LE PRPUE JRBS 8y} 10 PLnj IUBEA0 UL 10 SIUBLBELE [BRURLG PE)PREYD O4) UO PR B JopawJapl] Bumonsy oy seeioidwe eoie ) (@ o) BWaLIs oun) jbegaesd LinguiLes pegUn) seedo Auedwes sul
LENHEL QNN ANSOIADHL 1
'ORT 8 AUROLET By 68 pajyodde SRM BARH (MR I YOUM JBLE 'ELOT UIURI ©) 90 ST DELES 0 JREEN WY O PRRAGA LONBTURILLGD $RDNI0Y| BIUL .

part)
wBueaL BUipLeLE Jo) BoSBsE 51 BiRE SR B) SN B POUIEIUIBW AUBSLUSS UuM PREUAEE DBIB BAM AUBSLST U JO SBARNDELE JBLID UIELAE PLE BANSEXE JOIUD B LSiERoR Uy =]
a8 i B i I ak SRR
"Bt 'ER CETRT] - - A0 EE aa'Ee
a0’k “ovE = ] PaE A6 SAOUMDY| R puR SgSNEIRS B0
agy's aze'e - - - - BOLIBWETT B0 |LBA,
= ] - - g487'E LOF'E BIUBLBIL[BL BEN0L DUB SUBY
gzz'e LBLE . . ZoL'L ore Uid 108 NENIL0D PEUYAR O} LOANIMILSD
2ip'2 Erb'E - . ZB0'L L] umd jusueq pauyes sop afieys
LBE'0L EBE'S = . a6F'a e RIed snuag
aee'L el - - Lag 54 BIUNSISEE 0N MARET
BEE'eE BE6'ER = " EEQ'EE g08'9k Lo [l Uy
||.||.||.||.||..-..-..-...-u.-u.-u.unus-i:uﬁ_.—:nﬂtr |||||||||||||||||||||||||||||||||||
R I E ; STHT— e
T jedUowieg WbueBuun Aey wioEadig Jesjig sAfinaexg jejjs

MO0y B ) AURELUCT) By} 0 [SUUoRIeY WeLaBRumy A6 PUR 0AINDENE 8IUD SI000N0 Au) 0] SUBUe] Wues SUIpnEL| USileUnWel Oy ek eyl 10 SIUBWEIEE (BI2uRdy oy) U pelieyg Wnowe eyedBBe syl
ITHNNOENEd INSWIDYNYIN ASM ONY SALLNDEAXE 431HD 'SHOLDEMIT 40 NOLYHINAWEE 98

6102 daqwadaq £ papuse Jeah ayj Jo4
Sjualwalels |eldueuld ayj o3 seloN
pajiwi Auedwo) aJjueinsu| yeeyly

% 201 9 | A Alfalah Insurance




A Alfalah Insurance | ﬁmugnu;]f 201 9

Alfalah Insurance Company Limited
Notes to the Financial Statements
For the year ended 31 December 2019

37 TRANSACTIONS WITH RELATED PARTIES

Related parties comprise of direciors, key management personnel, associated companies, entities with
common directors and employee retirement benefit funds. The Company, in the normal course of business,
cames out transactions with various related parties. Amounts due from and to related parties are shown
under receivables and payables and remuneration of directors, chief execufive and key management
personnel is disclosed in note 34. Contributions and accruals in respect of staff retirement benefits and
other benefit plans are made in accordance with the actuarial valuations f terms of the contribution plan as
disclosed in note 19 and 33 of these financial statements, respectively.

Investment in related parties have been disclosed in note 9 to the financial statements. Other transactions
with related parties are summarized as follows:

2019 - 2018
(Rupees in thousand)

i) Associated undertakings and other related parties

Premium written 440,333 385,190
Premium received 509,660 504,366
Claims paid 383,585 312,500
Interest income 52,272 30,219
Dividend Income 415 788
Rent paid 2,860 4784
Commission paid a7 -
License fees and connection charges - 2125
Expense charged in respect of retirement benefit plans 14,841 15,686
Investment advisory Fee 1,640 2693
Investments purchased - 135,000
Investments sold 71,337 70,356
Koy mana ent personnel

Premium written 40 176
Claims paid 57 39

ii) Period end balances

Associated undertakings and other related parties

Premium receivable from related parties 56,051 57,594
Prowvigion for outstanding claims 102,407 174 157
Internet charges payable - -

Key Management Personnel

FPremium receivable 108 62
Provision for outstanding claims - 66

Al transactions with related pariies have been carmed out on commercial terms and conditions.
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33 SEGMENT REPORTING

Each class of business has been identified as reportable segment. The following is 8 schedule of class of business wise assets, liabilities,
rewenue and results have been disclosed in accordance with the requirements of the Insurance Ordinance, 2000, the Insurance Rules, 2017
and Insurance Accounting Regulations, 201 7:

Eire and Wi,
Property "“'ﬂ“ Motor m‘ Miscellaneous  Total
Damage Transport
(Rupees in thousand)
Fremium receivable (inclusive of Federal Excise
Diuty, Federal Insurance Fee and Administrative
Surcharge) 559,696 153,872 611,318 1,250,844 483857 3,059,587
Federal Excise Duty (F1621)  (20173)  (B2475)  (128.208) (2745  (365812)
Federal Insurance Fee {4.736) {1.546) (5286)  (11,361) {4.418) {27.297)
Gross Writien Premium (inclusive of
Administrative Surcharge) 483,339 132,153 523107 1,111,185 416694 2666478
Gross direct premium 462755 127 856 502,700 1,110,870 410314 2614604
Facultative inward premium 18,510 - 3 - 3,886 22,396
Administrative surcharge 2,074 4,297 20,308 M5 244 29478
483338 132153 523107  1,111.185 416,604 2666478
Instrance premium eamed 418,285 132,139 508,267 1083678 404862 2557064
Instrance premium ceded to reinsurers (3BETI0)  (MA5G2)  (23504) (174,019 (271,512)  (973.327)
Met insurance premium 29575 17547 484703 998758 133150 1583734
Commission income TE.2B6 26,417 689 26,981 86,434 18 807
et underwriting income 107 864 43 964 485392 045740 Ha5sd 1802541
Insurance claims T [ [B0743) (249, {29 - (128.471)| (1,038,588)
Insurance claims recovered from reinsurers ja0818| 52900 z;ﬂ 30,003 104,245 380,015
Met claims (14.871) (T.F53)  (246076)  (353.747) (3526)  (658.573)
Commission expense (B0.262)  (21670)  (23791)  (505.718) (54,188)  (665.559)
Management expense (B4.485)  (17631)  (110561)  (148,248) (55,503)  (396,518)
Premium deficlency reserve - - - - - -
Met insurance claims and expenses (139.648)  (47.054) (361,328) (1,007,713) {(145007) (1,720,750)
Underwriting results T (3787) (30%0) 104064 (61,973) TASTT 81791
Met investment ncome 110,855
Rental income -
Other incoms 54, 8309
Other expenses {24,238)
Profit from window takafil operations 38,554
Finance Cost (8.748)
Profit before tax - 253053
Sagment assats 725 546 117,100 B A0 319,503 o476 16233
Unallocated assets 2,400,444
4023762
Sagment liabilities 767,775 154 535 433,970 123,441 46TTEE  1.847.487
R TE

83
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31 December 2018

Fire and Marine,
Property  Awiationand  Motor m| | b Mocdleeam okl
Damage Transport
{Rupees in thousand)
Premium receivable (inclusive of Federal Excise
Druty, Federal Insurance Fee and Administrative
Surchanga) 449,854 163,148 580,768 813,173 648,825 2,655,768
Federal Excize Duty {56,237) {20,906) {77.522) {72,636) (B5.,578) (292,879)
Federal Insurance Fes (3.711) {1,391) {4,985) (7.330) (6.773) (24, 180)
Gross Witten Premium (inclusive of
Administrative Surcharge) 389 006 140,851 498,261 733 207 576474 2 338 509
Gross direct premium 361,346 136,612 479,076 733,078 570,860 2,280,972
Facultative inward premium 26, 038 14 ar - 2627 28, 786
Administrative surcharge 2462 4225 19,138 129 2 987 28,941
389,006 140,851 498,261 T33.207 576,474 2,338,699
Insurance premium eamead 363,128 140,943 484 464 733,056 609 443 2,361,934
Insurance premium ceded to reinsuners {367T,360) {120, 204) (28.627) {99,194) (443647)  (1.050,636)
Net insurance pramium 25,760 20,134 455 837 634,762 165,796 1,302, 2498
Commissisn income 85 904 29,629 2487 5,049 170,164 203 323
Net undenariting income 111,763 49,763 458,324 630,811 335 960 1,595 621
Insurance caims ereas)| (Easaz)|  (eeegv2)l  (28m1E2) 221, {1,132,005)
Insurance claims recovered from reinsuners: 245428 58,034 16,701 | 13,504 180,262 514,030
Net claims {33,423) (5498)  (253,071) (284 588) {41,386) {617 966)
Commission expense (68, 241) {24.525) (37 211) {200, 580) {135,166) (555,723)
Management expense (B, 310) {23.954) (B4,738)  {124,684) {98.,039) (387 ,735)
Premium deficiency resene - - - - - -
Met insurance claims and expenses T BT.74)  [53G77)  (375020)  (699.862) (27A581)  (1.571.424)
Linderwriting results {56,211) (4. 214) 83,304 {B0,051) 61,360 24,1597
Met investment income 36,932
Rental income -
Other income 35,743
Other expenses (16.081)
Finance costs -
Profit from window takaful operations 14 407
Profit bafors tax 85,188
Segment assets 430,913 11,781 107,323 13877 427 938 1,181,833
Unaliocated assets 1,905,038
3,186,871
Sagment liabilities 458,821 74,527 435,727 158,085 560 952 1,687,112
Unallocated liabditias 432 893

2,120,005
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Fair walue

Held to Available
through profit Total
————y o ol and loss account
{Rupees in thousand)
38 MOVEMENT IN INVESTMENTS

As at beginning of previous year 25,008 120,853 428,581 574,442
Additions - 830,579 1,779,058 2,609 637
Disposals (zales and redemptions) (25,008} (330,204) (1.767,363) (2,122 575)
Fair value net gains (excluding net realized gains) {51,728) 4,732 (46, 996)
{Discount) on investment bomds. & 5 % 3
Impairment/ {reversal) losses - -
At the beginning of the year " 569,500 445,008 1,014,508
Additions - 726670 2,73 A72 3458, 142
Dizposals (zales and redemptions) - {269,539) {2.734,133) {3.033,672)
Fair value net gains (excluding net reslized gains) - ar. 4.569 102,296
(Discount) on investment bonds: - 7,123 4,239 11,362
Impairment losses - (11.177) - (11.477)

Al the end of current year _ 0 1,080,304 451,155 1,541,459
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The primary objective of the Company's sk and inancsl management framework is 1o probecl the Company's shareholder Trom the evenls thal hinder e
sustaable achievement ol inancal performance objeciives, including failing lo exploil opporunilies Key manasgerment recognines the ailical mportance
of having efficien] and effeclive sk managemend syslem in place.

The Company’s fisk managerent hunclion is carmed oul by the Board of Direclons (the Boand), wilh its associaled commiliees. This & supplemented wilh a
clear organiealional strechere wilh dotuamented delegabed autholies and fesponsbiliies from e Boasd of Direchrs o the Chiel Execulive Ofioer and
SEFHOE MATsers.

The Boand of Dweclons meels regulardy bo approve avy commendal, regulalony and oiganizalionsl decissons. The Chiel Execulive Olicer under T
sulhority delegated trom he Board of Direcions delines By Comparny's sk and iz iferpretation, mil stnechre 1o ensune B sppropiiate qually and
diversilication of assels, abn whderwnling and peinsurance siralegy 1o the corporabe gosls, and specily reporling regquirement.

The risk Taced by le Company and Ihe way eee fisks are miligaled by management afe summarnized below :

a) Financial risk, ealegorized inlo,
- Cril risk - note 40.1.1
- Laquiiddity risk - nole 40.1.2
- Markel risk - nole 40.1.3
) Capial adequacy fisk - el 40.2
€} Insursnee risk - nole 40.3

401 Financial risk
The Comyany’s aclivilies exposes il o a vanely of lnancial dske: onedill rshk, hquedity risk and marked fsk mcheding inberesd § mark-up rale sk
and price rsk).
stahdory deposils sand cash and cash equivalents. The Company does nol enter nlo any defvalive ransacsons.

Thee: Cownpéany's linancial fisk Iocuses on M wigrediclabiily of Bnancal markels and seeks. ko minarize polenlial adverse eflecs on e Tnancial
perlornancs. Financal ke adeng iom T Company's linancial assete and ab@iles se lmiled. The Company consslenlly manages ils
exposure 10 fnancial rick willoul ary materal dange from previous pesod @ Ihe manres described in noles below.

40.1.1  Credil rick

Credil risk is e sk Tl arises wilh Bhe possibilily (hal one parly 1o 8 Treneialnstrument will ksl o discharge its obligalion and cause he sther
parly b incur a Bnancial loss. The Company sitempls 1o conrol credil risk by monornng the lollowing:

a)  Credil worthiness of counber party,
b} Seclor wise concentralion of counler party, and
¢ Aging analysis of counler garty.

Theee canrying amounl of Tinancial assels wheth represents e maximum credil exposune, 85 specilied below.

209 2018
Financial asselts (Rupees in thowsand)
Bank balances - moke 410.1.1.1 326,725 501,660
Irvesbrents 1,541,458 1,044,508
Dhee Trom insurance conlract holders - nole 40.1.1.2 616,608 414,952
Arouiril e o olher fsurers | feinsuiens - mokes 40.1.1.3 180,080 126,352
Actheed invesimenl income 36,652 7718
Resnsarance reoovenies againal oulstanding caims - noke 40.1.1.3 396,122 293866
Loarms and Olher receivables 24,420 24278

3,122,066 2,473,532
40111 Theee credil quality of Cormpany's bank batsnoss can be assecsed wilh relerence bo extenmal credil ralings as folows:

Rating . Rating
Ehorl lerm Long lerm Agency 2019 2018
{Rupees in housand)
Banik Allalsh Limiled At Af PACRA 308,319 534,451
Habdy Bank Limiled WA Al JCRVIS 1 173
Tz Baike oif Pty At AR PACRA 107 107
Silk Bank Limilad A A JCRANS 5 4
Sumenil Bank Limibed A3 BBE JCR-IS 753 I
MAcilink Micralinance Biank Al A PACRA 1585 19,097
Zanai Tarahiali Bank Limiled Al+ AAA, JCRVIS 7.633 12,769
RSP Microfinande Bardk Limibed A A PACRA 72 2001
Khughhal Microlmance Bank A A JCRANS 267 o661
Fareca Micaofirance Bark Limfled A A PACRA 7.508 3.144
Faysal Barik Lirnded At AR JoRAS 300 10,149
Sonesi Bank Limiled Al Al PACRA 5 -
The Pusijab Provincial Cooperative Bank Limied WA NiA [ETY 100 -
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40112 The managemen] mendors exposure b credil fiek i premium recenvable arising from insursnde and rensurance conlracls, Bvough regular
review ol credil exposure and prodent estinates of provision for doubtful recenvables. The provision o doubitil receivabiles amounding 1o Re.
31 50 million (2018: Ra. 32,91 million] is shown innole 13,1 The fgures shown below are exclusive of any provisions made during the year. The
management is of he view hal il @ nol exposed o significant concentralion of cedil ek as ils Eancal aasets are adeguately dversibed in
enlilies of sound fnancial slandng, covering vanious industrial seclor segmenls.

Beclor wise analysis of due from insurance condesct holders bul unpaid = as follows: - i |- I 1 |- -
[Rupees in thousand)
Firanciad inslilubons 4,111 77,588
Telecom seclor 18,320 21 432
Foods & beverapes {44y 67
Personal Goods G074 B107
Health 12832 T, 064
Texifie B3.533 50,310
Oihers including miscelansous 212178 21,517
643,104 445 DES
Provisaon Tor irngsainmen] of
rescenvables Trom insurance conlract holders (31498 {30,133}
616,608 414,852

2019 2018
Related parties Others Total Relsled parties  Others Total
semmemsmeeeseemermemeneeeeeen e (RUPEES M IROUSEOH) < v e nn e r e e e me e
Up o 1 year 56,079 552,669 608,748 53478 303,251 356,723
1-2 yesin 27 18,362 18,335 4,115 73,174 77280
2-3 years - 20,482 20,482 - 8,771 8,71
Crver 3 yoars - - 538 S = - E— - -
56,052 592,052 648,104 57,593 387,492 445,085

40.11.3 The credsl qualily of amounl due from obher insurers | resnsurers and reinsursnce recovenies againsl oulstanding clairms can be assessed wilh
reference 1o exlemal ralings a3 loBows.
Reinsurance

o e
--------- (Rupees in thousand) - --------
Asg al 31 December 2015
BBt or above (induding PRCL) 180,385 396,122 576,507
180,385 396,122 576,507
As al 31 December 2018
BB+ or above (inchading PIRCL) 128,128 293,866 422 904
129,128 293,866 422 884

The credit fisk of reifGuranos Meooveies agains] oulslanding daims can be assessed wilh he Dllowing age andalyss, eslimabed in 8 Mannes
consistent wilh e provison bor oulstanding daims, in accontancs wilh e fensurance conbrscls:

The age analysis of reinsurance agains] oulslanding daims s shown bedow:

oulstanding claims oulstanding claims
claims edainms
---------------- (Rupees in thousand) - ---ceseeeeeeans
Up bo 1 year 283,162 510,849 181,836 361,013
1-2 years 44,726 99,466 39,135 74,097
23 yoars 15,210 18,875 24,014 32 0o
Ower 3 years 43024 59,136 A8 TE1 65,238
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4012  Liquidity riak

Ligguichily ris i T risk thal the Comgsany will ol be able 1o moel il financial obhigations as ey Tall due. Pradent buidily riek management
irnglies maintaining suMicien cash snd markelsble seouiies snd Ihe svailsbilily of sdequale funds Bwough commilled credll Bcllies. The
Comgany linances ils operalions Bwough equily s working capilal wilh a view b mainlaining an sppropriate mix babween vanous sourcas of
Enance 1o Menimize ik

On e stalement of linancal posiion dale. the Company has cash andbank deposils andreadily marketable secuiies wilh insigniicant change
in vahue of fs. 328 91 mdlon (2018: s, 5092.90 mlon) and Re. 1,541 46 milon (2018: Re. Re 1,014.51 milion) respectdy.

Thee Lisble bebow stalyses the Conmparny's Brancs] Kabilities inlo rebevant malurily gioupings based on B remainng period al Bue stalement of
Enancial posilion dale lo conlraciual mahsily dates. The amounls discosed in he table are De conlraciual undiscounled cash Hows.

Malurity Maturity
Carrying Contractual up lo one alter one
amaownl eanls Mows i year
vvvvvvvvvvvvvvvvv (Rupees in housand) - -----------s=-0n
Provision for culstanding caims 549, 326 640,326 549, 326 -
Amounls dee 1o olher neurers [ neinsunss 495,516 485,516 485516 -
Diher credilors and socruals 547 320 542 320 542 320 -
1687162 1,687,162 1687162 :
_208
Malurily Malurily
Carrying Conlrachusl up bo one aller ome
amount cash Bows year year
Y | [T | YT | S
Provision bor culslanding daims 532 442 532 442 532442 T
Amounls duee 1o olfer Nsurens § einsunens 406,939 406,939 406, S3Y -
Ditiver credibors and socruals 343,058 388,058 388,058 -

4013 Markel risk

Marked rek is e sk ol e fair valee of fubone cash lows of 3 financial insbrorment will Teclusate as 8 resull of change inmarkel prices such a8
inleres! rales, foreign exchange rates and equily prices.

The Company i exposed W maded fisk wilh respect 1o ils bank balances deposils and inesbmens.
The Compary limils mankel fisk by masntaining a diversfed porfiolo of money market and equity market and by conlinuous moniboring of
developments in respeciive markels. The comparny has lomulaled & liquidity-fisk based imesimend polcy approved by e Board of Direclvs
which conlains vamous guidelines for nvestment of surplus Tunds in money markel and equily market.

40.1.3.1 Interes! rale risk
Indierest rale fick i Be sk Bt valoe of 8 Inancial instroesent of Tuluee cash ows of 8 fnancial insbrument will Bectuate due 1o canges in the
rearboed inlerest rles. Floateng rale insbhuments expose Ihe Compary o cash Bow inferest ok, wheness lined nberes! rale ssiromen] exposes the

Comgsny io Lar vahse inlenest risk

Sensilivily 1o inlerest rabe ek anses Trom mismalches of Enancial sseets s ebiibes Mal malune of e-prce in 8 given pediod. The Company
manages Mese mismalches Trough risk mansgement sirategies whsne signilicant changes in gap posilion can be adjusted.

Al e stalement of hrancal posilion dale, the inlerest rale prolie of e Comparny's signlican nberest bearng Tnancial melnumends was ag

Bolicws:
28 Carying amounts Carying amouwnts
Effective Interest  Malurily up bo one year Mialurity afler one year
rale 2018 A8 2018 2018
" [Rupees in thousand)

Bank balances 5.53% o 12.40% 276 485 288 BDE = -
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40132

Carrying amounis Carrying amouwnts
2019 Madurily up o one year Malurily afler ane year
Effecive Interest 2018 2018 2018 2018
i b
Investmenls
TFCs and Sukbak 11.05% o 15.45% - - B4,657 69,720
PIB's 12.15% to 14 64% - - B2 905 210,000
T.Bills B.74% o 1377% 311,883 445,008 - -
311,863 445,008 67,562 79,720
Sensilivily analysis

The: Compaiy doss ol sccounl lor any fked rale fnancal sssels and labllies al e value hoogh profl and loss scoount. Thereloe, &
change in inberesd rale will nol aBect lair walue of sny inancial insument. For cash Nlow senafivily analysis of wvariable rale nslnaments a
hypeolteeal change of 100 basis poants mn nleres] rales al Bwe reporing dale woukd have noeased | (decreased) profil for Bee year by e
amounls shown below.

Tlis assurmed (hal B dhanges cocur immedialely and wilonmly lo each category of instrument contaning inkerest rabe nsk. Vanalions n mankel
iriberes rabes coukl produce sigilicanl dwnges al the Gme of carly repaymnents For hese ieasins, achsal rsulls maghl Eller from hose
refecied in the delsils specified below. The analyss assumes Bal all olher variables remain constanl.

Increase Decresse
by 100bps by 100bps
Impact on profil and loss sccouwml (Rupees in Bhodusand)
As al 31 December 2019
Cash Now sensilty-vanabie rale inancial assels 15,448 [15.448)
As al 31 December 2018
Cash low sensilivily-wariabie rale nancial asses 3,839 {3.833)

Price risk

Price fisk represents e e (hal De e value of 8 Tinsencial nstnument will luclusle becase of changes in B maket prices (olher Ban Fose
ariging from inleresl | mark-up rale sk or cumency fisk), whether (hose changes are caused by [acions specilic 1o T individusl Girancial
instrumenl of ils issuer, of keclors alecling all or similar inancal mstraments Waded i Bwe markel. Comparny is exposed Lo price sk since it has
ivveciments amounling 1o 7s. 1,541 46 millon (2018: Fs 1,014, 51 malion) sl Bhe slalement of hrancsal posilion date. However B Company has
o significant concentrabion of prce riak.

The Company's slralegy is 1o hold ils sirabegic equily mvesiments lor long period of lime. Thus, Company’s management is nol concemed wilh
short lenm price luctuabions wilh respect 1o #s siralegic invesimenls provided thal the underdying business, economec and managemen
characienslics of e irmeshee rermain vorable.

Sensilivily analysis

The lable below summarizes Company's equily price sk a2 of 31 Decermber 2019 and 31 December 2018 and shows the efleds of a
hypotielhcs 10% increace and a 107% decrease in marke] prices a5 a8l the year end. The salecled hypathetical chonge does nol reflect whal
could be considered Lo be he besl of worsl Case scenandcs.

The smpact of hypolhelical change on held for irading portiobo wonsd be = bolows,

Eslimated Fair Hypothelical increase!
Hypolhetical  walue afler [decrease) in
price Iy pothetical s Pralit ot
Fair valhse change  changes in price -

{Rupees in thousand)
31 Decemiber 20719 Available lor 2HO.087  10% increase 241,007 21,910 15,556
sale 10% decreasse 197,187 (21.910) {15.558)
Held for 451,156 10% increase 486,272 435,116 32,032
branedinng 10% decrease 406,040 {45.116) (32.032)
31 Decarmber 2018 Axailable for 200297 10% inciease 322,544 20373 20,819
sz 10% decrease 263,000 {29,327) {20,819)
Hedd lor rading 445008 10% increass 450,500 44 501 31,586

10% decrease 400,507 {44,501) {31,506)
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40133 Currency risk

Currency fisk is the risk thad the: tair value or fulure cash Nlows of a financial instniment will Nuclusale because of changes in foreign exchange
currencies. The Company's expisse lo exchange rale Buclualion risk is msigailicant & il hold abiilies of US § Nl &s al 31 December 2019
(2018 US § Nil).

40134 Fair valoe of financial inglruments
Fair vahse is e amounl for which an assel could be sxchanged, or 2 liability setied, belween knowledgesbis, willing paries in an am's lengih

transachion. The carrying values of all inancisl assels and linancial kabiilies approximsabe hes Tair vahees sxcepl lor certasn debl mslrmenls
hesd The Eair values of inanca instruments are disdosed n nobe 40 10 hese nancial slalements.

402  Capilal adequacy risk

The Companny’s obgeclve when managing capilal s bo saleguasd the Company’s abilily 1o conlinue 8% & going condem o Lhal it can conlne b
provide relunns lor shareholders and benelits for olher slakeholders, and lo mainlain a strong capital base ko support e sustained development
if1 il Busifegoes.

The Comparny mansges its capilal stctune by mondoning relum on nel aseels and makes adjustments bo il n e lighl of dranges in econamic
cxvnchilicans. I drder Lo frainain o sifjus] the capital siroclune, e Company may aius] the amount of dvidend paid bo sharetslders of s i
shanes.

The Company's curmend paid-up capilal is in accondance wilh e limil prescribed by the SECP vide SRO 89 (1§2017 .

i v, W Comgsarny is also requinsd bo rmainkain minemusm sohency in accontance wilh Be ndes and regulalions sal by e SECP which ane
fully med by he Company.

403 Insurance risk

The Company's msurance aclivies ane primarily concemed wilh [he picing, scceptance and management of nsks bom is customens. in
accepling rfisks e Company is commitling bo the payment of caims and therelone these risks mus! be undersiood and conlirolled. Disciplined
underwriling, encompasamng ek assessrent, risk management, picng and exposse conbiol i cibical o the Company's success. The
Compary manages Ihese nsks Mrough ils underwrilng slrateqy, adequale renswrance arrangements and prosclive claims handiing.

The comypany is lacing hree kinds of sk in ils insuwance ackvilies, namely,

- Premium Risk - nobe 40.3.1
- Claam Rk - nobe: 40,3 .2
- Redngasrance Risk - mobe 40.3.3

4031 Premium Risk

The underwriling slralegy sims o endure thal the underwrillen nsks are well diversiied in lems of type and amounl of Ask, ndustey and
pecgraphy. Pricing is generally based upon sk qually, storical claims requences, daims averages, adjusted for mitation and imposiBon of
deduciibles. Fisk nepeclions suveys ae also conducled belore acceplance of larger ks, Undensiling imits smd guidenes ane in place o
enlorce appropiabe sk selechon criberia. For example, the Comgany does nol offer health insurance 1o walk-in indhidual customers. Healih
insurance & generally ollered bo corponabe cuslomens with a lange populalion bo be covensd wder e polcy.

The Company mansges B msurance fisk adsng lrom Be geographical concentration of Ask will the help of vanous MIS repofs generaled
from (he IT syslem. For this purpose all enilical underwriling information including address lookups and geocoding is punched nto the IT
eyalem. For example, for catasirophic agoregales, he IT syslem assigne precise geographic CRESTA (Calssirophe Risk Evalualing and
Standandizing Tanpel Accumulalions) codes with relerence Io e accumulation of sum nsured i foroe al any particular location against natural
{nealaidiniand rnsl), sailing dales, ongin and desknabon of he shipments, per cary limils, ele. ans fed o the IT sysiem.

The Company also monlons concenlration of riak by evahsting mulliple fsks covered in (he sme geogmphical localion. For lire and propety
risk @ parlicular building and nesghboring bulldings, which could be alfected by & single clam incident, are considersd as a sngle locaion. For
earibpuake sk, 8 complele cily is claseslied 2 8 singhe location. Similary, lor manne rsk, mulliple ek covered in a single vessel voyage are
considered as a single risk while sssessing concentralion of risk

The foliowang bl demonsirales B class wise concenlration of ek on Bwe bass of Sum insuned.

2019 2018 2019 ara
Firg 5% 57% 12% 2%
Maarime % 28% % 2%
Mulor Fa I 13% 2%
Accatent and Heallh b % 10% 1%
Oithers inchuding miscelaneous {ir] 10% % 1%

100% 100% 100% plE i
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4032

4033

The Tollowing tabde demonsirales e dacs wice concenbralion of rigk on B bocks of promsurn

Gross premium wrilten  Nel premium writlen

e 2018 2018 2018
Fire 18% 1% b %
Marine: 5% 6% = ik
Mol 20% 21% % %
Acciten] and Heallh a1% 3% 58% 51%
Ofhers incluing miscellaneous 16% 5% % 12%
100% 100% 100% 100%

Claim Risk

One of he purposes ol insurance is 1o enabie poboyholders 1o prolect Memsehes agairst uncertain fulure evenls_Insursnce companies accepl
Ihe raneber of uncensiny Tom polcyholders snd cook b sdd value Bvough the aggregalion snd management of Mese riske, The uncerainly
nheren in nswance & inevitably relecied in the inancial stalemenls of nsurance companies and can be daraclenied wder 8 number of
specil headings, such as;

= Uneertainty as Lo whelher an evenl has oocunmed which would give sise 1o an insured loss,

« Uneertainty as 1o e extenl of policy coverage and limils applicabl.

« Uneartainty as (o e smount of insued loss sullened by a policyfsolder ag 8 resull of the evenl OCCUrTng.
= Uneertainly over the limnng of & selliement 1o 8 poicyholder Tor 2 kss sullensd.

Therebone e objective of The Comparny 1S Lo ensure al sullcenl resenes are available o cover hese uncerlainbies andin case of any change
i eslimalion due 10 furler developmenl on uncerainty of changs on asserphons, he Company actounl lor hal changs immedialaly.

Clairms provEsons are delerrmined Dared upon previous clams experence, e knowledge of events and the lenms and condions of the relevant
policzes and on indenpretaiion of croemstances. Parficulsdy relevant is expeience with similar cases and heslofcal daims payment frenda. 1L
should be emphasized thal corroboralive evidence oblamed Trom a5 wide a range of sources as possibée also conlribtade 1o Tomm the overall
eslirmabe. Lange daims impacing esoh relevan] busiess clags are generally assessed separalely, being messuned al he lace value of the
surveyor's eslimales.

Compavy has reasonably sceounted for claims hal have occurmed by B end of he reporting period bul remain unsetthed and lor hose thal
may have ocourred bul have nol yel been notlied ko the company and Ihose al ane nol yel apparent 1o the inaured. The Company’s policy Tor
accounling of s clems has been disclosed in nole 4_13 1o e fnanvcal stalemenis.

Sensilivily analysis
Thes riske: associabed wilh e insursnce conlracks are complex and subject bo 8 member of vanables which complicste quanBilalive sensiliily

such as average claims cosl, ullimale claims numibens and expecled loss ralios. The Company considers thal the kability Tor insurance claims
recognized in the stalement of nancial position is adequale. However, aclusl sxpenence will diler rom Me expectad ouloome.

Az he Companry enlers inlo shorl lemm eurance contracts, il does nol assime any signilicant impact of changes in mankel condilionz o
unexpired fisks. Howaver, some resulls of sensilivily lesling sre sel oul bedow, showing e impact on prolil belore Lax (nel of reinsurancs ) due lo
107 change in claim experse.

S L Stursholders’ Equity
2018 2018 208
----------------- [Rupsees in thousand) - - - - - ceeeeeeoans
Fire 1,487 3,342 1,056 2,373
Marine 75 550 550 3ad

Mailor 24,795 25,307 17,507 17,968
Accitent and Heallh 35,375 4,139 25,116 2,938
Ofhers incluing Miscellaneous 3,523 28,459 2501 20,206
65,958 61,787 46,830 43,875

Reimsarance risk

The Company purchases reinsurance as part of ils risks miligation program. Reinsurance ceded is placed on both proporsonal and non-
proportions bass. The majonty of proporonal reisursncs is guols sl feingurance which i tken oul 1o reduce Be oversll exposure of e
Company o ceftain clisses of Dusiness. No-proporBonal feinsursnce is primarily excess of loss rensurance designed |o miligale the
Company's nel exposure lo calssrophe losses. Relenlion mits for e excoss of loes reinswance vary by producd Bne. The Comgany aleo
aarranges M keeal snd loreign facullalive resrance as pa of i sk mansgement siralegy.
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41 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS
Falr vaue & the orice thal would oe recahved b0 eal an essal or pald to ransfer 8 [&allty inan oderty taneaction batwaen medel participans al fe measuremant dabe,
Undartying the definiten of fair veiue s tha aresumation thal the Seempany |8 a palrg concarn and tem is n2 inteaton ar requirement 1o curtall matarally tha seals of fs cosaliens or 1o undariae a Fenaastizn on acvarss fema.

A firanzial instrumeant & ragarded as gaotad 7 &1 ecive market f quoled srices are readiy and regulady avaabla fom an axchange dealar, broker, indJstry group, pricing sardce, or ragJlatary agansy, &nd ihosa arices rearadan
actual and regularly octurrng marked ransaclions o1 an armve langth basia.

IFRE 13 Far Valus Measuremant requires the company to clessfy falr value measurements and fals vaiue hiararchy el reflasla te sgrificanca of tha nputs used in makag e maasiramants af falr valle Aleraschy and has ha
folowing laves:

- Quabed grees junadusied) inBctve merkets for idendcal assets o [lamli%es (Leval 1)
- Irauts oibar than gioted pricas (psuded winin @val t thal ars obsarvable tar the assel alibar drescily (Ikat &, darved from arices) (Lave 2)
- Iraias far the assel o labiliy tied @ nat based on absarvenle marcet date (thal (s, unadjuetad) npuls {Leval 3]

Trans'er batween levals of te far valua herarshy are racognzed a1 the ard of e reparting perled during which the cnanges neve acourmed.

Garrying amoaunt Fair valus
!”cﬂ”-hﬁi Recalvablas and “MAng h
Avaitable i i Hald ta  ather financial cash Tinaneial
Nots  forsals  BECOUNt maturity o squivalents  Habililes  Total Loveli  LevelZ Lovel3  Total
3 Decambar 2019 (Rupass in th d)
Flnsncial asssts - messured ot fair valus
Irremabnant - Equity secartan ] 218,097 - - - - - e.087 219,087 - -
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Alfalah Insurance Company Limited
Notes to the Financial Statements
For the year ended 31 December 2019

42 NUMBER OF EMPLOYEES
The number of employees of the Company are as follows:

Average number of employees during the year
As at 31 December

43 DATE OF AUTHORIZATION FOR ISSUE

44 GENERAL

A Alfalah Insurance | ggnuglf 201 9

2019 2018
230 226
233 226

These financial statements were authorized for issue by the Board of Directorson |

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

Chief Executive Officar
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EY Ford Rhodes Tel: +92 42 3577 B&0Z-11
Chartered Accountants Fax: +92 &2 3577 B412-13
86-B-1, 4th Floor, Pace Mall Building ey.lhriSph ey.com

Building a better M. M. Alam Road, Gulberg-1l ey.com/ph
working world F0. Box 104, Lahore-54660

Independent Reasonable Assurance Report
to the Board of Directors on the Statement of Management's
Assessment of Compliance with the Takaful Rules, 2012

Introduction

We were engaged by the Board of Directors of Alfalah Insurance Company Limited (the Operator) to report on the
management’s assessment of compliance of the Window Takaful Operations (Takaful Operations) of the Operator, as set
out in the annexed statement of compliance (the Statement) prepared by the management for the year ended 31
December 20193, with the Takaful Rules, 2012, in the form of an independent reasonable assurance conclusion about
whether the annexed statement presents fairly the status of compliance of the Takaful Dperations with the Takaful Rules,
2012, inall material respects.

Applicable criteria
The criteria against which the subject matter information (the Statement) is assessedis the Takaful Rules, 2012.
Responsibilities of the management

The management of the Operator is responsible for the preparation of the annexed statement that is free from material
misstatement. This responsibility includes designing, implementing and maintaining internal controls relevant to the
preparation of the annexed Statement that is free from material misstatement, whether due to fraud or error. It also
includes ensuring the overall compliance of the Takaful Operations with the Takaful Rules, 2012

Our Independence and Quality Control

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

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

Our responsibilities and Summary of Work Performed

Our responsibility is to carry out an independent reasonable assurance engagement to express a conclusion as to whether
the statement is prepared in accordance with the applicable criteria, based on our work performed and the evidences
obtained.

We conducted our engagement in accordance with Intermnational Standard on Assurance Engagements 3000 (Revised),
‘Assurance Engagements other than audits or reviews of historical financial statements (ISAE 3000) (Revised) issued by
the Intemational Auditing and Assurance Standards Board. ISAE 3000 (Revised) requires that we plan and perform our
procedures to obtain reasonable level of assurance about whether the Statement presents fairly the status of compliance
of the Takaful Operations with the Takaful Rules 2012, in allmaterial respects.

The procedures selected by us for the engagement depended on our judgement, including the assessment of the, risks of
the Operator’s material non-compliance with the Takaful Rules, 2012, whether due to fraud or error. In making those risk
assessments, we considered intemal control relevant to the Operator’s compliance with the Takaful Rules, 2012, in order
to design assurance procedures that are appropriate in the circumstances but not for the purpose of expressing a
conclusion as to the effectiveness of the Operator’s intemnal control over the Takaful Operations' compliance with the
Takaful Rules, 2012. A system of intemal control, because of its nature, may not prevent or detect all instances of non-
compliance with the Takaful Rules, 2012, and consequently cannot provide absolute assurance that the objective of
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Independent Reasonable Assurance Report
to the Board of Directors on the Statement of Management's
Assessment of Compliance with the Takaful Rules, 2012

compliance with the Takaful Rules, 2012 will be met. Further, projection of any evaluation of effectiveness to future
periods is subject to the risk that the controls may become inadequate or fail

We have designed and performed necessary verification procedures on various financial arrangements, contracts, classes
of transactions and related policies and procedures based on judgmental and systematic samples with regard to the
compliance with Takaful Rules, 2012

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

Conclusion

In our opinion, the Statement for the year ended 31 December 2019 present fairly the status of compliance of the Takaful
Operations of the Operator with the Takaful Rules, 2012, in all material respects.

Other Matter

The assurance report on the statement of management 's assessment of compliance with the Takaful Rules, 2012 for the
year ended 31 December 2018 was given by another firm of Chartered Accountants. The assurance report dated 21
February 2019 expressed an unmodified conclusion.

C U Yevd Qe

EY Ford Rhodes

Chartered Accountants

Engagement Partner: Abdullah Fahad Masood
Lahore: 16 March 2020

A memiber firm of Ermst & Young Globad Limibed
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Shariah Advisory Report to the Board of Directors
For the Period 1st Jan. 2019 to 31st Dec. 2019

The year 2019 was the Fourth year of Alfalah Insurance Company Ltd. (Window Takaful Operations), the launch of Window
Takaful Operations (WTO) by Alfalah Insurance Company Ltd. (AICL) was a step towards promotion of a complete Islamic
Economic System. This initiative was to provide Shariah Compliant Takaful facilities to those seeking shariah compliant
alternatives to insurance.

Progress of the year:
During this period AICL (WTO) has achieved significant successes, details of which are as follow:

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

2  Significant success has been achieved in the Takaful agreements with Islamic Bankts. This year, Sharia Advisor approved
two new Takaful product:
1. “Banker’s Blanket and computer Crime Takaful Coverage for whole banking operations™.
2. “CaraVaan auto Takaful Coverage for Alfalah bank customers.

3. AICL (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 approved by Shariah
Advisor and all the investments of Takaful are undertaken in accordance with the approved policy. Moreover, all Bank
Accounts of Takaful are separate from the conventional insurance Business and are maintained in Islamic Banks.

5  ALHAMDULILLAH This year PTF has started repaying its Qard e Hasna to operator after maintaining its solvency level
Shariah Certification:

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

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

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

= Segregation of Window Takaful Operations is the essential part of valid Takaful contracts. | am pleased to state that
AICL (WTO) has made it a priority to separate all the Takaful Funds, Investments, Bank Accounts, Systems and other
related issues from its conventional insurance business, as per requirement of Shariah.

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

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

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

Wassalam

Dr. Khalil Abmad Aazami

Shariah Advisor

Alfalah Insurance Company Limited
(Window Takaful Operation)
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Statement of Compliance with the Shariah Principles
For the year ended December 31, 2019

The financial arrangements, contracts and transactions, entered into by Alfalah Insurance Company Limited - Window
Takaful Dperations ("the Operator’) for the year ended December 31, 2019 are in compliance with the Takaful Rules,
2012

Further, we confirm that:

- The Operator has developed and implemented all the policies and procedures in accordance with the Takaful
Rules, 2012 and rulings of the Shariah Advisor along with a comprehensive mechanism to ensure compliance
with such rulings and Takaful Rules, 2012 in their overall operations. Further, the govemance arrangements
including the reporting of events and status to those charged with relevant responsibilities, such as the Audit
Committee / Shariah Advisor and the Board of Directors have been implemented;

- The Operator has imparted necessary trainings / orientations and ensured availability of manuals /
agreements approved by Shariah Advisor to maintain the adeguate level of awareness, capacity and
sensitization of the staff and management;

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

- The assets and liabilities of Window Takaful Dperations (Participants' Takaful Fund and Operator’s fund) are
segregated from its other assets and liabilities, at all times in accordance with the provisions of the Takaful
Rules, 2012

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

Chief Executive Dfficer
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INDEPENDENT AUDITOR’S REPORT

To the members of Alfalah Insurance Company Limited - Window Takaful Operations

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Alfalah Insurance Company Limited (the Operator), - Window Takaful
Operations (the Operations), which comprise the statement of financial position as at 31 December 2019, and the profit and loss
account, the statement of comprehensive income, the statement of changes in operator’s fund and participant’s takaful fund
and the cash flow statement for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information and we state that we have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the statement of financial
position, the profit and loss account, the statement of comprehensive income, the statement of changes in operator’s fund and
participant’'s takaful fund and the cash flow statement together with the notes forming part thereof, conform with the
accounting and reporting standards as applicable in Pakistan and give the information required by the Insurance Ordinance, 2000
and the Companies Act, 2017 (XIX of 2017}, in the manner so required and respectively give a true and fair view of the state of
Operator’s operations as at 31 December 2019 and of the profit/surplus, total comprehensive income, the changes in operator's
fund and participants takaful fund andits cash flows for the year then ended.

Basis for Opinion

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

Responsibilities of Management and Board of Directors for the Financial Statements

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

In preparing the financial statements, management is responsible for assessing the Operator’s ability to continue as a going
concem, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Operator or to cease operations, or hasno realistic altemative but to do so.

Board of directors are responsible for overseeing the Operator’s financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and toissue an auditor's report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with 15As as applicable in Pakistan will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

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

= ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, designand
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INDEPENDENT AUDITOR’S REPORT

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

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

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

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

= Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether
the finandial statements represent the underlying transactions and events in amanner that achieves fair presentation.

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

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

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

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

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

d) noZakatwas deductible at source under the Zakat and Ushr Ordinance, 1980 (X1l of 1980).
Other Matter

The finandal statements for the year ended 31 December 2018 were audited by another firm of chartered accountants. The audit
report dated 21 February 2019 expressed anunmodified opinion.

The engagement partner on the audit resulting in this independent auditor's report is Abdullah Fahad Masood.

C U Derek Qndten

EY Ford Rhodes
Chartered Accountants
Lahore: 16 March 2020

A member firm of Ermst & Young Giobad Limiboed
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Alfalah Insurance Company Limited
Window Takaful Operations
Statement of Financial Position
As at 31 December 2019
2019 2018
Operators  Participants’
Note Fund Takaful Fung  09Megate  Aggregaie
ASSETS ceemececceccsc-(Rupees in thousand) - - == c=-ccccooaon
Dpearating assels 5 104 || - 104 41
Wakala and mudarib lee recaivable 17,984 - 17,984 18,527
Loans and olther receivables 994 2 B39 3833 -
Takalul f relakalul recaivables [+ 267 39,638 33,905 27454
Retakatul recoveries against oulstanding claims = 10,589 10,589 13,108
Salvage recovanes accrued - 4,458 4,458 2501
Qard-e-Hasna ko Participants” Takahul Fund T 25,000 - 25,000 30,000
Deferred commission expensa | acguisition cost 20 6,903 - 6,903 8273
Delerred wakala les 15 - 40,151 40,151 3251
Taxalion - payments less provision - 4,083 4,083 1,240
Prepaymants 8 - 15,461 15,461 12377
Cash and bank 9 114,424 226,384 340,808 222719
TOTAL ASSETS 165676 343 603 509,279 368 811
RESERVES AND LIABILITIES
RESERVES ATTRIBUTABLE TO OPERATOR AND PARTICIPANTS
Operalor's Reserves:
Stalulory reserve 10 50,000 | - 50,000 50,000
Unappropriated profit 45136 | - 45,136 17.763
Total operator reserve 95136 = 95.136 67,763
Participants' Takaful Fund (PTF)
Sead monay - 500 } 500 500
Accumulated surplus { {defict) = 25133 | 25,133 (2,955)
Balance of Parficipants’ Takaful Fund s 25,633 25,633 (2,455)
Qard-e-Hasna from Operators” Fund - 25,000 25,000 30,000
LIABILITIES
Undearwriling provisicns: .
Outslanding claims including IBNR 14 - 78,578 | T6,578 52913
Uneamed conbribubion resernve 13 - 134 BBBE I i:‘u,m 109 248
Uneamead relakalul rebale 17 - 2385 | 2385 1,912
Conlribulion recaived in advance - 3,370 i 3370 2253
Re lakaful / Co-lakaful payables . 43681 | 43,681 12,184
Wakala and mudarib lee payable . 17.984 | 17,984 18,527
Uneamed wakala fee 15 40,151 - | 40,151 3251
Other creditors and acoruals 1 30,389 | 14,084 ! 44 473 43855
TOTAL LIABILITIES 70,540 292 970 363,510 273,503
TOTAL FUND AND LIABILITIES 185,676 343 603 509,279 368,811
CONTINMGEMNCIES AND COMMITMENTS 12
The annexed noles from 1 o 33 form an integral parl of these financial slalements.
%M@Mi M4, 4@. ﬁ/
Chairman Director Director Chief Executive Officer
104




RSO 2019 | A tsshinguarce

Alfalah Insurance Company Limited
Window Takaful Operations

Profit and Loss Account
For the year ended 31 December 2019

MHote 2019 2018

Participants® revenue account {Rupees in thousand)
Met contributions revenuea 13 263,334 194,363
Net claimes 14 T (147,832)|  (105.898
Wakala fos 15 (87,090) (62,847)
Direct axpensas 16 {24,273) (27 663)
Rebale on re-lakaiul 17 7513 5,430
Claims and acquisilion expensas {251,638) (190,978)
Underwriting surplus | (deficit) 11,696 3,385
Investmeanl income - nel 18 - 2227
Mudarib’s share of investment incoms (5.476) {557)
Othear mcome 19 21,868 4,902
Surplus for the year 28,088 9,957
Operators’ reveniue account
Wakala fee 15 BT,090 62847
Cormmission axpenss 20 {18,848) (16,987}
Managemenl expenses 21 {37,267) {30,686)

30,975 15,174
Invesiment income - nel 18 - 1,166
Mudarib’s share of PTF investment income 5476 587
Other ncomea 19 7,037 851
Other expenses 22 (3,862) (3.441)
Finance cosl (1,072} -
Profit before taxation 38,554 14407
Taxalion 23 {11.181) (4.178)
Profit after taxation 2T 373 10229

The annexed noles from 1 o 33 lorm an inlegral part of these inancial stalements.
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Alfalah Insurance Company Limited
Window Takaful Operations

Statement of Comprehensive Income
For the year ended 31 December 2019

2019 2018
{Rupees in thousand)

Profit after taxation 271,373 10,229
Other comprehensive income
items that will not be reclassified to profit and loss account:

Re-measurement loss on defined benefit obligations

Total comprehensive income 27,373 10,229

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

Chief Executive Officar
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Alfalah Insurance Company Limited
Window Takaful Operations

Statement of Cash Flows
For the year ended 31 December 2019

2019 2018
Operator's Participants® Operator's Participants®
Fund Takaful Fund _A08Tegate Fund Takaful Fund _ “BOTEgate
Operating cash flows {Rupees in thowsamnd)
(8) Takaful activities ) o
Coniributions received - 333 001 || 333,001 - 257,817 257 817 |
Retakaful contribution paid - {23.831:1 (23.881) - (39.364)( (39,364)
Retakaful rebate recaived - 5003 | 5993 | - 4,035 4,035
Claims pald - (125.318) {125.318) - (113, 708) (113,706}
Commissions paid (19, 455) - (19,455 {15,201} - (15,201}
Retakaful recoveries received - | 3670 | 3,670 17,126 17,126
Management expenses (37.714)| 2531 i"ﬂ {63,031) {25, 825) (27 A28)| (53,253)
Met cash inflows from
takaful activities {57.169) 168,148 o573 {41.026) 98480 57.454
"hj mmﬂmﬂ sl = e ¥ e —
Income tax paid = {2843) (2.843) - (752) rsz)
Other operating payments 89,920 (106, D50 {16,160) 50, 188 (68.200) {0, 202)
Loans disbursed (351) - (351) - - Z
Lomos sk — I = J ' | = - =
Met cash outflows from
other operating activities 89,861 {108.923) (19,062) 50,788 (69, 742) (8,954)
o . s - =
from operating activities 32,692 58,225 a7 18,762 28,738 AT.500
Investment activities
Profitf retumn recedhed 11,576 14,641 26 M7 2674 6,552 9.6
Uard-e-Hasna repayment by
Participant's Takaful Fund 5,000 - 5,000 (5.000) - {5.000)
Recedipts from investments - - = | 25,000 25,000 50,000
Fixed capital expenditure {105) - {105} = = =
Total cash inflows from
investing activities 16,471 14,641 1 1§ 23 6T4 572 54 246
Financing activities
Uard-e-Hasna repayment to Operator's Fund - {5, 000) {5.000) - 5.000 5,000
Total cash (outflow) / inflows
from financing activities - 5,0040) {5.000) - 5,000 5,000
Met cash inflow during the year 43,163 68,8666 118,029 41,436 65,310 106,746
Cash at the beginning of the year 65,261 157,518 222779 23,825 82 208 116,033
Cash at the end of the year 114, 424 206,384 340,808 65,261 157,518 222719
Reconciliation to and loss account
Operating cash flows 32692 50,225 || 1,917 | 18,762 28,738 A7.500
Depreciation (42) =1 (42) (1) = 21}
Increase in assets other than cash {1.500) 26277 | 24,68T | (6. 403 36,720 a0x27
Increase in liabilties (16,200 {?3.8!15}% (90,006) (4693 (B2.073){! (66, T66)
Return on bank depoaits 12,513 16,302 | 28,905 2674 6572 || 9,246
Het surplus for the year 27,373 28,088 55,461 10,229 9957 20,186

The annexed notes from 1 to 33 form an integral part of these financial statemsants.
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Alfalah Insurance Company Limited
Window Takaful Operations

Statement of Changes in Operator’s Fund
For the year ended 31 December 2019

(Rupees in thousand)

Statutory Unappropriated Total
reserve Profit

Balance as at 1 January 2018 50,000 7,534 57,534
Total comprehensive income for the year

Profit after taxation - 10,229 10,229
Other comprehensive income for the year I = - -
Total comprehensive income for the year - 10,229 10,229
Balance as at 31 December 2018 50,000 17,763 67,763
Total comprehensive income for the year:

Profit after taxation - 27,373 271,373
DOther comprehensive income for the year - - -
Total comprehensive income for the year - 27313 27,373
Balance as at 31 December 2019 50,000 45,136 95,136

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

Chief Executive Officar
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Alfalah Insurance Company Limited
Window Takaful Operations

Statement of Changes in Participant’s Takaful Fund
For the year ended 31 December 2019

(Rupees in thousand)
Seed Accumulated
Total
moncy Surplus

Balance as at 1 January 2018 500 (12,912} (12,412)
Total comprehensive income for the year:
Surplus for the year - 9 957 9,957
Other comprehensive income for the year - - -
Total comprehensive income for the year - 9,957 9,957
Balance as at 31 December 2018 500 (2,955) (2,455)
Total comprehensive income for the year:
Surplus for the year = 28,088 28,088
Other comprehensive income for the year - - -
Total comprehensive income for the year - 28,0858 28,088
Balance as at 31 December 2019 500 25133 25,633

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

Chief Executive Officer
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Alfalah Insurance Company Limited
Window Takaful Operations

Notes to the Financial Statements
For the year ended 31 December 2019

1 REPORTING ENTITY
1.1 Legal status and nature of business

Alfalah Insurance Company Limited (“the Operator”) is a public limited company incorporated in
Pakistan on 21 December 2005 under the Companies Ordinance, 1384 (now the Companies
Act, 2017). The Company is engaged in general non-ife insurance business. The registered
office of the Company is situated at 5-Saint Mary Park, Gulberg-ill, Lahore.

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

For the purpose of camying on the takaful business, the Operator formed a Wagf / Participant
Takaful Fund on 13 January 2016 under the Wagi deed. The Waqf deed govemns the
relationzhip of Operator and participants for management of takaful operations.
2 BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE
21 Statement of compliance

211 Thes=e financial statements have been prepared in accordance with accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards comprise of:

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

- Provision of and directives izsued under the Companies Act, 2017 and the Insurance
Ordinance, 2000, the Insurance Rules, 2017, the Insurance Accounting Regulations, 2017
and the Takaful Rules, 2012.

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

2.1.2 These financial statements have been prepared in line with the format issued by SECP through
Insurance Rules, 2017, and SECP Circular No. 25 of 2015 dated July 09, 2015.

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

22 Basis of measurement

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

2.3 Functional and presentation currency

Items included in the financial statements are measured using the cummency of the primary
economic environment in which the Operator operates ("the functional currency”™). The financial
statements are presented in Pak Rupees, which is the Operator's functional and presentation
currency. All the financial information presented in Rupees has been rounded off to the nearest
thousand in rupee, unless otherwise stated.
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Notes to the Financial Statements
For the year ended 31 December 2019

3

24

Use of judgment and estimates

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

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

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

Note
- Residual values and useful lives of property and equipment 41
- Classification of takaful Contracts 4.4
- Provision for uneamed contributions 45
- Rebate from retakaful operators 419
- Outstanding claims (including IBMR) and
reinsurance recoveries there against 412
- Confribution deficiency reserve 413
- Defined benefit plans 416
- Segment reporting 422
STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED
ACCOUNTING STANDARDS
31 Standards, amendments or interpretations which became effective during the year

The accounting policies adopted are consistent with those of the previous financial period,
except for the following new and amended standards and interpretations effective for annual

period beginning on 01 January 2019, as listed below. The Operator has not eady-adopted any
other standard, interpretation or amendment that has been issued but is not yet effective.

New Standards, Interpretations and Amendments

IFRS 14  Regulatory Deferral Accounts

IFRS 16 Leases

IFRIC 23 Uncertainty over Income Tax Treatments

IAS 28 Long-term Interestis in Associates and Joint Ventures — (Amendments)

1AS 19 Plant Amendment, Curtailment or Settlement — (Amendments)

IFRS 3 Business Combinations - Previously held Interests in a joint operation — (AIP)

IFRS 11 Joint Armangements - Previously held Interests in a joint operation (AIP)

IAS 12 Income Taxes - Income fax consequences of payments on financial instruments
classified as equity — [AIP)

IAS 23 Borrowing Costs - Borrowing costs eligible for capitalization (AIP)

The adoption of interpretations and amendments applied for the first time in the year did not have
any impact on the financial statements of the Operator.
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Notes to the Financial Statements
For the year ended 31 December 2019

3.2

3.3

Standards, interpretations and amendments to approved accounting standards that are
not yet effective

The following revised standards, amendments and interpretations with respect to the approved
accounting standards as applicable in Pakistan would be effective from the dates mentioned

below against the respective standard or interpretation:

Effective date (annual
periods beginning on or

Standard or Interpretation after)
IFRS 3 Definition of a business — (Amendments) 1 January 2020
IAS 1 and IAS B Definition of Material — (Amendments) 1 January 2020
IFRS 9, IAS 39 and Interest Rate Benchmark Reform 1 January 2020
IFRS 7 {Amendments)

The above amendments are not expected to have any material impact on the Company's
financial statements in the period of iniial application.

In addition to the above standards and amendments, improvements to various accounting
standards and concepiual framework have also been issued by the IASB. Such improvements
are generally effective for accounting penods beginning on or after 01 January 2020,

The Company expects that such improvements to the standards will not have any materialimpact
on the Company's financial statements.

Further, following new standards have been issued by IASE which are yet to be notified by the
SECF for the purpose of applicability in Pakistan.

Effective date (annual
pericds beginning on or

Standard or Interpretation after)
IFRS 1 First Time Adoption of IFRS 1 July 2019
IFRS 17 Insurance Contracts 1 January 2021

The management in consultation with Insurance Association of Pakistan, is in the process of
determining the effect of application of IFRS 17.

Amendments to IFRS 4 applying IFRS 9 Financial Instruments with IFRS 4 Insurance
conftracts

The Company meets the eligibility criteria of the temporary exemption from IFRS 9 and intends
to defer the application of IFRS 9 until the effective date of the new insurance contracts standand
{IFRS 17) of annual reporting periods beginning on or after 1 January 2021, as allowed by the
amendments contained in Annual Improvements to IFRS Standards 2015-2017 Cycle.

The temporary exemption enables eligible enfities to defer the implementation date of IFRS 9 for
annual periods beginning before 1 January 2021 and continue to apply IAS 39 to financial
assets and liabilities. An entity may apply the temporary exemption from IFRS 9 if:
(i} it has not previously applied any version of IFRS 9, other than only the requirements
for the presentation of gains and losses on financial liabilities designated as FVPL;
and

(i) its activities are predominantly connected with insurance on its annual reporting
date.
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Notes to the Financial Statements
For the year ended 31 December 2019

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statement=s are set out
below. These policies have been consistently applied to all years presented in these financial statements.

41 Operating assets

ltems of operating assets are stated at cost less accumulated depreciation and any impairment
loss.

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

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

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

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

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

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

4.2 Financial instruments

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

4.21 Non-derivative financial assets

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

The Operator derecognizes a financial asset when the contractual fights to the cash flows from
the asset expire, or it transfers the rights to receive the contractual cash flows in a fransaction in
which substantially all the risks and rewards of ownership of the financial asset are transferned.
Any interest in such transferred financial assets that is created or retained by the Operator is
recognized as a separate asset or liability.
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The Operator classifies non-derivative financial assets into the following categories namely:
financial assets at fair value through profit and loss account, held-to-maturity financial assets,
loans and receivables and available-for-sale financial assets.

Financial assets at fair value through profit and loss account

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

Held to maturity financial assets

If the Operator has the positive intent and ability to hold debt securities to maturity, then such
financial assetz are dassified as held to matunty. Held to maturty financial assels are
recognized imitially at fair value plus any directly attributable transaction costs. Subsequent to
initial recognition, held-to-maturity financial assets are measured at amortized cost using the
effective interest method, less any impairment losses.

Loans and receivables

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

Awvailable for sale financial asscis

Available for =ale financial assets are non-denvative financial assets that are designated as
available for =sale or are not classified in any of the above categories of financial assets.
Available for sale financial assets are recognized initially at fair value plus any directly
attributable transaction cosis.

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

4.2.2 Non-derivative financial liabilities

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

The Operator derecognizes a financial liability when its contractual obligations are discharged,
cancelled or expired.

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

423 Offsetting of financial assets and financial liabilities

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

43 Impairment
Financial assects

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

An impairment loss in respect of a financial asset measured at amortized cost is calculated as
the difference between its camying amount, and the present value of the estimated future cash
flows discounted at the original effective interest rate. Impairment loss in respect of a financial
asset measured at fair value is determined by reference to that fair value. All impairment losses
are recognized in profit and loss account. An impairment loss is reversed if the reversal can be
related objectively to an event occuming after the impairment loss was recognized. An
impairment loss is reversed only 1o the extent that the financial asset's carrying amount after the
reversal does not exceed the camying amount that would have been determined, net of
amortization, if no impairment loss had been recognized.

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

Non-financial assects

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

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

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

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

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

- Fire and property damage

- Marine, aviation and transport
- Motor

- Accident and health

- Others including miscellaneous

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

These contracts are provided to all types of customers based on assessment of takaful sk by
the Operator. Nommally personal takaful contracts e.g. vehicle, personal accident, eic. are
provided to individual customers, whereas, takaful contracts of fire and property damage,
marine, aviation and transport, health and other commercial line products are provided to
commercial organizations.

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

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

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

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

Other vanious types of takaful confracts are classified in others including miscellaneous category
which includes mainly engineering, temorism, worker compensation, products of financial
institutions, crop etc.

The Operator also accepts takaful risk pertaining to takaful contracis of other takaful Operators
as co-takaful and re-takaful inward. The takaful risk involved in these contracts is similar to the
contracts undertaken by the Operator as takaful contracts. All retakaful inward contracts are
facultative (specific risk) acceptance contracts.
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4.5 Provision for unearned contributions

Provision for uneamed contribution represents the porion of contribution written relating to the
unexpired period of coverage and is recognized as a liability by the Operator on the following
bases.

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

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

4.6 Receivables and Payables related to takaful contracts

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

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

4.7 Retakaful contracts held

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

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

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

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

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

4.8 Retakaful expense

Contribution ceded to retakaful operators is recognized as an expense. For retakaful contracts
operating on a proportional basis, on attachment of the undedying policies; and for retakaful
contracts operating on a non-proportional basis, on inception of the retakaful contracts.

Retakaful contribution ceded shall be recognized as an expense. For proportional retakaful
business, evenly over the period of the undedying policies, for non-proportional retakaful
business, evenly over the perod of indemnity.

The portion of retakaful contrnibution ceded not yet recognized as an expense is recognized as a
prepayment. The prepaid portion of confribution ceded is recognized as an asset. Such asset is
calculated by applying the twenty-forth method, whereby the lability shall equal 1/24 of the
contribution ceded relating to retakaful contfract commencing in the first month of the operator's
financial year, 3/24 of the contributions ceded relating to policies commencing in the second
month of the operator's financial years, and =0 on.
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4.9 Commission expensel acquisition cost

Commission expense incurred in obtaiming and recording takaful policies is deferred and
recognized as an asset on the attachment of the related risks. This expense is charged 1o the
profit and loss account of the Operator's Fund based on the pattem of recognition of related
contribution revenue.

4.10 Deferred commission expense/ acquisition cost

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

411 Claims expense

General takaful claims include all claims occuming during the year, whether reported or not,
related internal and extemnal claims handling costs that are directly related to the processing and
settiement of claims, a reduction for the value of salvage and other recoveries, and any
adjustments to claims cutstanding from previous years. Claims are charged to the PTF profit and
loss account.

4.12 Outstanding claims including incurred but not reported (IBNR)

The Operator recognizes liability in respect of all daims incurred up to the statement of financial
position date which is measured at the undiscounted value of the expected future paymenis. The
claims are considered o be incurred at the time of the incident giving rise to the claim except as
otherwise expressly indicated in any policy. Provision for liability in respect of unpaid reported
claims is made on the basis of individual case estimates. The liability for claims includes amounts
in relation to unpaid reported claims, claims incurred but not reported (IENR) and expected
claims setlement costs.

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

Claims incurred but not reported

Securities and Exchange Commission of Pakistan ("SECP®), through its circular 9 of 2016 dated
09 March 2016, issued "Guidelines for estimation of incumed but not reported (IBMR) claims
reserve 20167 ("Guidelines™) and required to comply with all provisions of these guidelines with
effect from 01 July 2016.

These Guidelines require the Operator to develop an estimation of provision against claims
incurred but not reported for each class of business, by either using "Chain Ladder Method”
("CLM"} or other altermate method as allowed under the provisions of the Guidelines. The Chain
Ladder Method involves determination of development factors or link ratios for each period.
These are then subsegquently combined to determine Cumulative Development Factor (CDF)
which represents the extent of future development of caims to reach their ultimate level to derive
an IBNR estimate.

As required under the Guidelines, the Operator uses CLM by involving an actuary for
determination of provision against IBMR. Accordingly, the actuarial valuation as at 31December
2019 has been camied out by independent firm of actuaries for determination of IBNR for each
class of business. The actuarial valuation s based on a range of standard actuarial claim
projection techniques, based on empirical data and current assumptions (as expiained in
preceding paragraph) that may include a margin for adverse deviation as required / allowed
under the Guidelines. The method used, and the estimates made, are reviewed anmually.
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413

4.14

415

416

Contribution deficiency reserve

The Operator maintains a provision in respect of contribution deficiency (also called unexpired
risk reserve) on aggregation basis where the uneamed contnbution liability is not adequate to
meet the expected future liability, after retakaful, from claims and other claim handling expenses
expected to be incurred after the statement of financial position date in respect of the unexpired
policies as at the statement of financial position date. The movement in the contribution
deficiency resenve is recorded as an expense/ income in the profit and loss account for the
year.

For this purpose, confribuion deficiency reserve on aggregation basis is determined by
independent actuary. The actuary determines the prospective loss ratio on aggregation basis
and apphes factors of unearned and eamed contributions and uses assumptions appropriate to
amrive at the expected claims setlement cost which when compared with uneamed contribution
reserve {UCR) shows whether UCR is adequate to cover the unexpired risks. If these ratios ane
adverse, confribution deficiency reserve is determined.

Based on recommendation of actuary, the uneamed contribution reserve, on aggregation basis,
at the year end is adeguate to meet the expected future liability after retakaful claims and claim
handling expenses, expected to be incurmed after the statement of financial position date in
respect of policies in force at the statement of financial position date. Therefore, no contribution
deficiency reserve has been accounted for in these financial statements.

Wakala fee and Mudarib Share

The Operator manages the general takaful operations for the paricipants and charge the
following percentages of gross contribution as Wakala Fee to meet the markefing and selling
expenses (including commissions), administrative and management expenses:

- Fire and property damage 30%
- Marine 30%
~ Muotor 3%
- Accident and health 15%
- Others including miscellaneous I0%

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

Wakala fee and Mudanb share shall be recognized on the same basis on which related revenue
shall be recognized. Unexpired portion of Wakala fee shall be disclosed as a lability for the
Operator's Fund and an asset for the Participant's Fund.

Cash and Cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost. For the
purposes of cash flow statement, cash and cash equivalents comprse cash in hand, deposits
with banks and stamps in hand.

Employees benefit

Salaries, wages and benefits are accrued in the pericd in which the associated services are
rendered by employees of the Operator and measured on an undiscounted basis.

Alfalah Insurance Company Limited has undertaken for employee benefit cost of the Operator.
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417

418

419

4.19.1

Creditors and accruals

Liabilities for creditors and other amounts payable are carried at cost which is the fair value of
the consideration to be paid in the future for the goods and / or senvices received, whether or not
billed to the Operator.

Provisions and contingencies

Provisions are recognized when the Operator has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits will
be required o setle the obligation and reliable estimate of the amount can be made. Provizions
are reviewed at each statement of financial position date and adjusted to refiect the current best
estimate.

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

Revenue recognition

Participant's’ Takaful Fund

Contribution

Contribution income under a policy recognized in line with note 4.4 of these financial
statements.

Rebate from retakaful operators

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

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

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

Participants’ Takaful Fund / Operator's Fund
Investment Income

Retum oninvestments is accounted for on a time proportionate basis using the applicable rate of
retum/ interest.

Mizcellancous Income

Retun on bank deposits is recognized on a time proportion basis taking into account the
effective yield.
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4.20

4.22

Management Expenses

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

Taxation

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

Segment reporting

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

Based on its classification of insurance contracis issued, the Operator has five primary business
segments for reporting purposes namely fire, marine, motor, health and others including
miscellaneous. The nature and business activities of these segments are disclosed in note 4 4 of
these financial statements. Since the operation of the Operator are predominantly carried out in
Pakistan, information relating to geographical segment is not considered relevant.

The accounting policies of operaling segment are the same as thoze described in the summary
of significant accounting policies.

Assets, liabilities and capital expenditures that are direcily atiributable to segments have been
assigned to them. Those assets and liabilities which cannot be allocated to a particular segment
on a reasonable basis are reported as unallocated corporate assets and liabilities.

Salvage recoveries

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

Takaful Surplus

Takaful surplus attributable to the paricipants is calculated after charging all direct cost and
zetting aside various reserves. Allocation to participants, if applicable, is made after adjustment
of claims paid to them during the pericd.

Qard-g-Hasna

If there iz a deficit of admissible assets over its liabilities in the PTF, the Operator from the
Operators” fund may provide Qard-e-Hasna to the PTF so that the PTF may become solvent as
per Takaful Rules, 2012.
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Wote 2018 _2ms
OFF PIF ___Aggregste  Aggregale
5  OPERATING ASSETS {Rupees in Lh )
Opening Balancs - el book vake a1 S a E2
Addilions during e year 51 105 - 105 .
Less: Book vahse ol disposals turing T year = || = - -
Deprecialion chanped during Hhe year {42) - (42} {21}
{42) 2 (a2 (21}
104 - 104 41
51  Addiions during the year
Compuber equipmernl 105 - 105 -
52 Thee dheprecialion chame lor T year is &l 25%.
6  TAKAFUL | RE-TAMAFUL RECEIWABLES - UNSECURED
AND CONSIDERED GOOD
Conlritaulion dus from conlract holders 28,858 28,858 245
Less - provision lor impairment of receivables: from
\akalul corlmet hoders {E94} (204) | (1,436}
27 964 27,964 20,4979
Amount due Irom ofher Lakalul § relakahd operalor 267 11,790 12,057 6475 |
Less - provision lor impairment of due bom other
kbl [ re-lakab operabor - {116} {116} | -
257 nera 141 B.A4T5
67 39,638 30,005 27 A54
&1 Provigion lor impairmenl for receivables
Trom Lakalul contract hobders
Balance s al 01 Janusary || 1436 1436 .
Addilion made dufing B year (543} 1,438
&2 Provigion lor impairment of due from otler
takatul | retakalul operator
Balance as al 01 Janusary || - - -
Ackdilion matde during B year 116 116 i
Balance as al 31 Decemiber 116 _ 116 -

T QARD - E - HASMA

In accordance wilh the Takalul Fudes, 2092, 5 at any ponl n Bme, assels in parlicipant takahdhend ave nol sufoent o cover ils Eabililes, lhe
deficil shall be funded by way of an inleves] free loan {Qard-e-Hasna) from Operalor Fund. in the evenl of hilure swurplus in the Participant
Takalul Fund to which 8 Qand-e-Hasna has been made, the CGand-e-Hasna shall be repaid pror 1o distibubon of surplus o paicipants

2ma R -
OPF __PTF ___ Aggregale  Aggregale
B  PREPAYMENTS ——{Rupees in
Prepasid nelakalul conlribulion caded 15,461 15,461 12377
8 CASHAND BANK
Cash al bank
Cash in hand 9 - ] 24
Eavings sccounls a1 114,415 276,384 340,798 272 TES
114,424 226,354 340,505 272,778

a1
depsenuding upon Ihe sive of average deposils.

The rsle of profit on profil and lnss shanng sccounts Trom bark Fange Trom 4.04% ko 12 75% (2018: 4.04% o 9.65%) per anmum

b Cash and bank deposils nodude Rs. 31_58 milion  (2018. Rs. 97 .36 milion) hedd with Bank Alfalah Limibed (8 relaled parly).
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1"

STATUTORY FUND

Amounl of (e, 50 million e deposibed &s stabulony reserves lo comply wilh provisions of para 4 of Circuar No B of 2014 resd wilh section 11(c)
of Takalul Fules, 2012 ssued by SECP.

Mole 2018 2018

———{Rupees in thousasnd)

OTHER CREDITORS AND ACCRUALS

Fedoral exsice duly 2 2 660 2 660 ZAB1
Federal insurance fes - 173 173 536
Payable o Alialah Inswance Company Limiled 11 18,972 - 18,972 17,136
Taxes payable ar 3,360 3397 3,830
Agency commission payable 9,020 - 2,020 2733
Actiued expenses 12 1,346 6175 T5H BB4Z
Payable to Parboipants Fund 1,014 - 1,014 .
Others 13 ; 1716 1,716 1,608
30,380 14,084 A44T3 43 955
1.1 This represents payable in respecl of coMmmon expenses incurred by Mlslah Insurance Comgarny Liriled on behall of the Operalor.

1.2

2018 " : 2018

Acerued sxpenses ———{Rupees in thousand)-——
Trscker expenss payable = 6,175 6175 7876
Bowius pyabie 790 - 790 #91
Pasthl Tew paryable 310 - 3o 261
Sundry expenses payabie 18 - 18 14
Leave encaahmen payable 278 - 298 =

1,346 6,175 7,521 BG42

Unclsimed insurance benefits

Oihers include unclaimed insurance benelils of s, 0.56 millkon (2008. Re. 0.412 million], aging of shich is ghen Delow:

_— M8 -
__OPF PTF _ Aggregale  Aggregale
———fRupees in housand)-———
Claimz mol enchased
1 o & maoniths - - - 7
T 1o 12 monihs - 243 243 255
13 1o 24 monilhe - 177 177 128
25 o 36 monills - 128 128 12
beyomnd 36 monlhs - 12 12 =
- Sl 560 412

12 CONTINGENCIES AND COMMITMENTS

There are no conlngencies and commilments as &l 31 December 2019 (2018 Nl
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141

o198 2018
13 NET CONTRIBUTIONS REVENUE {Rupees in thousand)
WiriElen gross conlribution 338,860 263,203
Unseamed conlribulion reserve as at 01 Jamary 109,248 73721
Uneamed conlribulion reserve as al 31 December {134,888) {109.248)
Conitmilion earmed 313,229 I BTG
Re-takalul ceded {52, | {39,041
Prepasd re-takalul conlibulon ceded 01 January (12, {6
Prepasd re-takalul conlibulion 31 Decermber 15,461 || 12,377
Re-takalul expense (49.895) {33.313)
263,334 194,363
14  NET CLAIMS
Claares paid 125,318 113,706
Dulslanding claims mcuding IBNR as al 31 December 76,578 52913
Dulslanding clams ncduding IBMNI as al 01 January {52.813) {31,074)
Claims expense 148,983 135,545
He-takalul and olher fecveries et {m[ {17,126
TRe-takalul and olher recovernies in
respect of oulstanding caims |
{il any}) as at 31 December {10, {13,108,
Re-takalul and olher recoveries in
respec] of oulstanding caims
(il ary) as al 01 Jamsary 13,107 587 |
Re-takalul and oller recovernies revenue (1.151) (29,647)
147,832 105,898

Claim development

The Tolowing Lable shiows e developrent of fire, marine and olhers induding mscallsneous caims over a period of
Lrreee. T chiscinsure poes back 10 the pemod when e earkes] maberial clairm anse Tor wiech Bwere i siill uncertainky
aitvomal the amount and liming of the daims payments For olier dasses of business e uncerianty shoul B smount
and Emings o clams payment is usually resolved within a year Further, claims with significant unceriainies see mol
oulstanding as al 31 December 2019

_Accident year
216 P 18 2018 Tostal
{Rupees in thousand)

Eslamade of wilimale dasmms omst

Al the end of accident year

willh BN 118 615 M MEB 1,898 36,950

Ownix yesar [alar 104 56 3210 34 660

Two years later 104 546 - 650

Three years Labes 104 -

Currenl esimale of

curmulalive clams 104 546 34,210 1,588 36,658

Cumulalive payments lo dake {104} _{47) {19,567} {4,497} _{24.215)

Liability recognized - 499 14543 (2,499) 12,543

2018 A3
{Rupees in thousand)
15 WAKALA FEE
Groas wakala bee 84,730 73482
Dieslesred wakala lee as al 1 Jamary 32,51 21,866
Delared wakala lee s 1 31 December {40,151) (32,511)
Wakala exgense 87,000 B2 84T
16 DIRECT EXPENSES - FTF
Bank charges 107 B3
Tracker expesrses 24, 540 26,782
(Reversal) | provision for doubliul debils (427} TEZ.
24,270 27 BE3
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e 2B
(Rupees in thousand)
17 REBATE ON RE-TAKAFUL
Rebale on re-lakalul received 7,986 6,382
FRebake on re-lakahd ae ab 01 Jaruary 1,912 1]
Rebale on re-lakalul 85 al 31 December {2,385) {1,812}
7,513 5,430
18 INVESTMENT INCOME - NET
Participant’s Takaful Fund
Profl on Term deposd receipls - 2227
Operator's Fund
Profl on Term deposd receipls - 1,166

18 OTHER INCOME

This fepresenls prolil o savings sccounl amounling bo s, 21 87 million and Re. 7.04 millicn (2018: s, 400 millicn and Re.
.95 million) pestaining ko Pasticipants’ Takabud fund and Operalors fund respeclively.

Hole 2018 2018
20 COMMISSION EXPENSE {Rupees in housand)
Commission paid or payable 1T AT 18,550
Dededed comassion as al 01 Janusry 8273 5,710
Delemed commission &s al 31 Decermnter {6.30:3) (8,273)
18,848 16,987
21 MANAGEMENT EXPENSES
Esripioyes Lol cost 211 18,305 16,295
Traveling expenses 1392 ez
Adverdisement and sales promoSion 283 nr
Prinling and slalionery 1,379 1.230
Puniiiial Superigion b 356 196
i 3,987 1,685
Amoslizalion 132 126
Rent, rales and baxes 638 2,518
Edecinicily, gas and waler 926 634
WVidsichs FLising Sxpenses 2,188 1,782
Oiffica repairs and mainlenance 3,605 2937
Postages, Iebegrams and telephons 1,348 1.048
Tiairiireg v devedgrent 601 440
Mizcellaneous 1,126 783
37,267 30,686
1 Employes benefil cost
Salares allowances and olher benedils 18,021 15,174
Charges bor posl employment benedils 1,284 .
18,305 16,296

12  Manapement expenses include reverse change rom comentional business 1o he Operalor of fs. 2808 million
(2018 Rs. 23,05 million ) under vanous heads.

Hole 2018 2015

22 OTHER EXPENSES [Rupées in housand)
Irsurance EXpPENSES 526 544
Legal and professional fee 1,136 818
Auiditor's, remuneration 221 380 361
Shariah advisory lee 1,580 1,452
Miscallanesous 260 266
3,862 3441
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Mode 2019 2018
[Rupees in Uhousand)
221 Acdilors remoneralion

Armmsal Audl Fee
Hall year review
Shariah's Compliance reporl
Sales lax
Oul of pocked

TR
BNganE

227 Oiher expenses Achude reverse changs rom comendional business of the Operator of [Re 192 million (2018: s
1.80 millson | under various fesds.

ame 2B
{Rupees in thousand)
23  TAXATION
Current Lax 11,181 4178
24 REMUNERATION OF HEAD OF WINDOW TAKAFUL DFERATIONS
Maragerizl remueneralion 2,280 2,106
Leave fare assislance 57 53
Bonus paid 600 600
Charge lor deflined beneli plan LT 4
Conlribaudion o defimed conlribulon plan 105 105
3,616 3,438
——— (Humber] ——
1

25 TRANSACTIONS WITH RELATED PARTIES

and effployes retirement beneall Tunds. The Operaboe, i mommal course of business, canbes oul brenssclions with ko
redated parties_ Amounts dee fiom and 1o relaled parties ae shown under receivables and payables and remunerslion of
head ol Window Takald Operations is distlosed in nole 23 Conlribulions and accruats in respect of slall relrerment benedils
and olfver benefil plans are made n acoondance with e scluanisl vahadions ! lerms ol the conbibubion plan.

Diher Iransackons wilh relaled parses are summarioed as Tollows:

2018 2018
[Rupees in thousand)
i) Assovisted underlakings and other retated parties
Conlribubon wiillen 52,007 36,819
Conbribulion recaived 43,588 400013
Clairms paid 40,562 32385
Prafil on bank deposis 4,353 4 082
i) Year end balances
Associaled undertakings and other relaled parties
Conlrbulion recaivalde om retaled parbes 15,000 1617
Provision bor oulstanding daims 50M 3827
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26 SEGMENT REPORTING - OPF

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

31 December 2019

Fireand  Marmne. R
Property Motor Miscellaneous Total
and Health
{Rupees in thousand)
Wakala fee 6,653 3336 68,799 6,882 1,420 &7 060
Commission expense {3.233) (2.056) (13.425) (13) {121) (18,848)
Mansgementespenses  (2473)  (1222)  (27648) (5082 (M42)  (37.267)
947 58 27,725 1,787 45T 30,975
Investmant mcome - net -
Mudarib's share of FTF
investment ncome 5476
Oither income 7,037
Oither expenses (3.862)
Finance Cost {1.072)
Profit before tax 38,554
Segment assets 4,869 504 12879 2504 3,565 2441
Unabocated assats 141,255
165,676
Segment liabdities 2490 83 35,605 314 918 309,410
Unsaiiocated liabilties 31,130
T0,540
31 Decamber 2018
Fire: and Marine, -
Property  Avisionand  Motor m“l : & m'“'. nduleg  4og
Damage Transport
(Rupees in thousand)
Wakala fee 4,519 3272 458,156 5453 447 2,847
Commission expense {2.337) (1.905) {12,662) (13) EL] {16,987)
Management expenses (2.271) (1.272) (22,669} {4.251) {203) (30,686)
(&) a5 13,805 1,189 174 15,174
Investment income - net 1,166
Mudarib's shame of PTF
investment income 557
Other income 951
Other expenses (3441}
Profit before tax 14,407
Segment assets 5205 Q09 14,277 6,087 33 26,801
Unaflocated assets 95,301
123 102
Segment liabilities 3,055 133 28,474 264 212 33138
Unaliocasted liabilities 2.
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27  SEGMENT REPORTING - PTF

Each claes of business has been identifiad as reportable segment. The following is a schedule of class of busineas wise assets, liabilitias,
revenue and results have been disclosed in accordance with the reqguirements of the Insurance Ordinance, 2000, the Insurance Rules,
2017, Insurance Accounting Regulations, 2017 and Takaful Rules, 2012:

3 December 2019

Fire and Marine, Aced
Property  Awviation and  Motor Miscellaneous Total

Damage ~ Transport ol Howith

(Rupees in thousand)
Confribution receivable (inclusive of
Federal Excise Duty, Federad Insurance
Fee and Administrative Surcharge) 26,002 12,743 282157 52172 &,930 302 004
Federal Excise Duty {3.297) (1.514) (38,240) (5, 4949) (1.202) (49,757)
Federal Insurance Fee {221) {110} (2.509) (462) (78) (3.378)
Groses Written Contribution (inclusive of
Administrative Surcharge)) 22,484 11,114 251,408 46,211 7.652 338,869
Groes Dhirect Contribution 21,200 10,958 250,884 4621 7631 337484
Facultathve inwand contribution a4 156 524 - 3 1,385
22 484 11,114 251,408 46,211 T.652 338,869
Conftribution eamed 2176 11,120 220,326 45,880 4,727 32
Retakaful expanse {19,402} {10347} (16,003} - {4,143 (49,895)
Net contribution revenue 2,774 773 213,323 45,880 584 263,334
Net rebate on re-takaful 4,167 2368 138 2 s B840 7513
Met underwriting income 6,941 3,141 213,461 45,880 1,424 270,847
Takatul dlaims {2.850) 6545 (106323) (4067 (5.685)  (148.983)
Re-takaful and other recoveries L 244z (5852 18] =l 4,543 .Il .1_-.!1-’!1_|
Met claims (408) 603 (106,305) (40,670) (1,142) {147 832)
Wakala expense (6,653) (3,336) (68, 799) (6, B82) {1.420) (87090}
Direct expense - - (24,229) - - (24.229)
Met insurance claims and expenses {7.061) (2643} (199,333) (47.552) {2,562) {253,151)
Underwriting results {120) 408 14,128 {1,672) {1.138) H.696
et imvestment incoms (5.476)
Oither Income 21,868
Profit before tax 28088
Segment assets 26,784 16,471 48,135 14,348 814 114,562
Unaflocated assels 270 041
. H3E0S
Segment liabiities 32 306 29,033 202,353 11,818 13,908 289 440
292970
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3 Decamber 2018

Fire and Marins, .
Propety  Aviationand  Motor m’"'l & Miscelaneous  Toisl
Damage Transport
. i .
Conftribution  receivable (inclusive of
Federal Excise Duty, Federal Insurance
Fes and Administrative Surchange) 22 3490 12,547 226,197 37,049 2,007 300,190
Federal Excise Duty {2.718) (1527)  (20,847) {225) (247) (34,364)
Federal Insurance Fes {191) {108} {1,843) (364} (17} (2623
Gross Written Contribution (inclusive of
Adrministrative Surcharge) 19,481 109412 194,607 36,450 1,743 263,203
Gross Direct Contribution 18,756 10,803 104,228 36,460 1,687 261,934
Facultative inward contribution T35 109 379 - 56 1,269
19, 481 10,912 194,607 36,460 1,743 263,203
Contribution eamed 15,067 10,905 163,855 36,355 1,484 22T 6TE
Retakaful expense o (13me3)  (9524)  (9.407) = _{1,288) (33.313)
INet contribution revenue 1,974 1,381 154,445 36,355 205 194,363
Net rebte on re-takaful 2,730 2179 183 - 268 5430
Met underwriting income 4,764 3,560 154,641 36,355 473 188,793
Takafil caime ‘ (96)  (escomy| (essse)  (5.745) (az3g)|  (135545)
Re-takaful and other recoveries 147 25,346 | 1) == 4,141 || 29,647 |
Net claims {49) (2,B62)  (68.545) (5.745) (28.6497) (105,8%8)
Wakala expense 4519 3272 49,156 5453 447 {62,847)
Déiresct expense - - {27 663) - - {27 663)
Met insurance claims and expenses 4470 410 [47,052) (z82) {28,250) {196,408)
Underwriting results 9,234 3,970 107,589 36,063 (27, 7TT) 3,385
Met imvestment iIncome 1,670
Othar Income 4,902
Profit before tax 9 957
Segment assets 17,678 1,400 54,430 1,057 2375 T6.940
Unallocated assets 168,769
M.TH
Segment liabilities. 19,526 3.384 139,368 14,980 231 170,499
Unaliocated labiites 39,665

219,164
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Notes to the Financial Statements
For the year ended 31 December 2019

The primary oijechve of e Operalors fek snd nancisl management irsmewon i Lo prolect Ihe Operstors sfareholder lrom e evenls Batl
handes he sustainable achievement of linancial performance objeclives, induding lafing Loexpol opporlunilies. Key managemen recognizes
Ihe exitiesl imperntanee of having eflicient and ellective risk mansgement syslem i place.

The Board of Direclors mieels regulary o sppeove sy commercial, reguialony and onganizalional dedisions. The Chiel Execulive Dilicer undes
Ihe sdhosily delegaled fram the Board of Direclors defines he Oparatoe's risk and ils inlempretalion, bmil siruclue 1o ensure the approgriale
quality and diversibcalion of assels, aligns underwiling and relakatul stralegy 1o the coporale goats, and specilies reporing requinements.

The fisks faced by e Operalor and the way Dese risks ane miligated by mansgemenl are summanized below.
a) Financial fisk, calegorized inbo;

- Credil risk - reoke 28.1.1

- Lituictity risk - mobe 268.1.2

- Markad risk - ke 28.1.3
) Capilal adeguacy risk - mooke 282
€]  Takalu risk - focde 283

81 Financial risk
The Dgeralors scilies expose it b & vabely of G nsks: credit ek, Bguidily ek and maket sk (chedang inleres] | mank-ug
rale risk amd price skl
stahulory deposils and cash and cash eqguivalents. The Dperalor does nol enter inlo any dedivalive ransaclions.
The Operalor's Eencal sk fooeses on the unpredictabilily of Bnancsl markeds sand seeks b menimese potenkal adverse effecls on
the finamcial perdormance. Financial risks ansing from the Operalors financial assels and Babilibes are Bmiled. The Operalor
corsialanlly mansges ks expotine b inancsl fek wilhoul sny Mool chamge Mo previous persod in e manines descibesd @
e Beslom.

ZB1.1  Credil risk

Credsl ek s e ek Bl aices wilh the possibiity Thal one party Lo a financial inslrument will Bd 1o dischange ils obligation and
cause e olber pasty ko incur 8 hinencial less. The Operator aflempls bo control credil msk by monilong Bhe foliowing:

a)  Credl woihiness of courler parly;
b) Seclor wise concenlraion of counler parly, and
c) Aging snalysis of counber parly.

The carrying amounl of fmancial assels which represents he mazimum credil exposure, a5 spedilied below:

018 —- )

Financial assels (Rupees in thowsand)
Bank batanoes - nole 28.1.1.1 340,798 222755
Takabul § re-takabl recehvabdes - nole 28.1.1.2 30,905 27454
Redakabhul recoverses agans! oulslandng clasms -nole 28.1.1.3 : 10,588 13,108
301,793 263 317

ZB 111 The credil gueakily of Operalods bank babances con be agaeased wilh referencs 1o exdamal credil ratings as Tollows:

. Raing __ Rating
Shorl lerm Loy lerm Agency 2013 A8
{Rupees in thousand)
Bank Altalah Limibed Afs A PRCRA 31.058 or.362
Meezan Bank Limited Alr AAT JOR-VIS 1,140 1,059
Azicari Band Limibed Al AA PARCIRA 7.308 24,334
Dulxsd l=sdarmes Bank Al Al JUR-VIS 301,283 100,000

340,799 222755

ZB1.1.2 The mansgernent monilors exposune By oredil fgk in conlibulion recedvale soacing Irom Lakabul and relakaiul confracls, hrough
reguiar review of cedil exposene and prodent estimales of provizson for doubtiul receivables

2018 &8
) ) ) (Rupees in thousand)
Belor wise aslysis of conbibulbons dus Trm poboy holders i a8 Tollows |
Finasncial insliubions 19,133 16,549
Mannsiscturing 424 B4G
Construcn . 539
Personal Goods 186 584
Hesallh & Pharmaceulical 5 1.044
Textide & Composile 1.023 319
Cihess induding miscellansous 7817 2537

28,858 22415




A2019 | A sl

Alfalah Insurance Company Limited
Window Takaful Operations

Notes to the Financial Statements
For the year ended 31 December 2019

Thie Operalor monflons exposuse o aedil fisk @ coatribulion due fom polcy holders and amaount due from co-lakalul operalors and

re-taicalul operalors Brough regulsr review of oredil exposure. The amounl due froo co-takalul operalorsicompanies and ne-takabl
operalors'companes represents low coedil risk as (hey have slrong credil raBngs and heve sound financial stability.

The agng analysss of conlribulions due inom policy holdens can be assessed wilh B Tollowing:

2018 2018
Relaled
. Others at Redated parbies Oihes Tolal
ffffffffffffffffffffffffff (Rupees in thousand) - ---=--==--2-s22csssmnnnns
Up e 1 year 14,178 12,711 26,889 1,614 19,040 20,654
1-2 yesanrs 818 o2 1742 3 1,104 1,107
2-3 years 3 164 167 - B54 B54
Orver 3 years =: - 60 = “__ - = .- e
14,999 13,859 28,858 1,617 20,708 22415

ZB.1.1.3 The credi qually of amounl due Trom olher kalul | retakaiul snd relakalul recovenes againsl ouletanding cdasms can be assessed
wilh reference o extemal ralings &= oliows:

Retakalul
Amount due recoveries
from Takabul / afyairrsd Tobal
Other retakalul outstanding
------------- (Rupees in thousand) -------------
As al 31 December 2010
BB+ or alwwe 11674 10,589 22 263
BB8 and BEB - - =
11,674 10,589 22263
As al 31 December 2018
BB o alsiwne BATS 13,108 19,563
BES and BEB+ T ey e i
BATS 13,108 19,583

The credil risk of retabalul recoverdes againsl oulstanding darms can be asaessed wilth he lollowang age analysss, eslimabed ina
manner consistent wilh the provision Tor culstanding claims, in accondance wilh the relakalul conlracls:
Thie sy snalyss of relakall ecoveries sgainsl oulstending caims = show belovw.

outstanding (IBMR) cutslancing (IBNIZ)

claims Y

""""""" wmm"'-r'f' e
Up o 1 year 10,130 71,680 12658 43,431
1-2 yoars 8 2506 450 7,504
2 1o years as0 830 - 1,978
Over 3 years 5 1,502 p :

10,568 76,578 13,108 52513

28132 Liquidity risk

Liguichily riek i Ihe risk Bl the Operalions will nol be able b mesd s Eancal obligations & they 1al due. The Dpealions” approach
1o Mansging Bguidily i b ensure, as [ar as possibée, thal it will always lave sufficent Bquidily bo meel ils Eabililies wiven due, under
ety el and slrensed condilions, wilhoul incuring uacceplabie losses of mxking damage o he eperalion’s repulaon. The
Tallowing e the conlraciusl malurilies of lrancssl Eabililies based on (he remainng perod al lhe reporng dale Lo maluily date.

Thies Labbe b susturiancs the maburily prolie of e Tnancisl kabiibes. The conlracksl malunlies of these iabiilies sl B year end
Ieave Deeen dhedermmined on (he basss of e remainang peviod al the reporling date 1 e conlrachual malurily date. Financal Babdilies
el hiaving & confraciusl malurily are assumed o mahee on e expected dabe on which Dese kaiibes will De setiled.

2019 OPF
Maturily Malurily
Carrying Contractual up lo one alter one
armounl cash Nows year year
------------------ (Rupees in thousand) - - == == =rsrremremns

LHArCOSIRONR A0 Acrnisin 305988 . o -
30,389

131
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2018 PTF
Maturity Maturily
Carrying Coniraciual up lo one afler one
------------------- T T e
Oul=tandng claims nckading BMIR TG, 578 76,578 TESTE -
Re takahd ! Co-lakald payables 43,681 43 681 43 681 -
Ofhver credibons and acoiuals 14,084 14,084 14,084 s
134,343 134 343 134,343 -
2018 OPF
Matburiky Maluriby
Canyang Conbranciual up 1o one afler one
armounl cash Bows VT AT
-------------------- {FRupees i housand)- - - === -=-sceevemas
R lakabd ! Co-lakalul payables BoT BOT BOT -
Oty Crestfilirs and accruals 21,021 21,021 21,021 -
21,828 21,628 21,828 =
2018 PTF
Canryang Conlractusl up 1o one afler o
armount cash Bows e yEar
-------------------- (FRigpeag i IS} - - - - === === === oo mm
Dulslandng clams moding BN 52913 52,913 52813 +
e lakahd ! Co-lakall payables 1377 11377 11,397 -
Other credilors and acouals 22,934 22,934 27,934 -
87224 BT, 224 BT 224 -

2813 Markel risk

Mok risk is Be rigk hal he leir value of lulure cash Nows of 3 Gircenczal insbroemen will Buckuate a2 3 nesudl of change in marked
prices such & inberest rales, loreign exchange rales and equily pHoes.

The Operator i exposed by markel ik wilh rezpect 1o ils bank batance deposils.

Thie Operabor imis markel risk by mentsning a diversifed porliolo of money marked and equly markel and by conlivuous
ncnibining of developments inrespeclive markels. The Operalor has ormulabed a bguidity-risk basedinvesimen policy approved by
Ihiz Board of Directors which conlains vaous guidelines lor nvestmenl of suplus Tusts in money merkel and equily mearkel

28.1.3.1 Inberest rale risk

Irileresl rake ek is B rigk that vaiee ol 8 linancial nstrument o fulure cash Nows of a linancial nsirument will Bucluale doe o
changes in the markel interest rales. Floating rale isiruments expose the Operalor lo cash Bow anlerest risk, whereas: fooed anlenes]
rabe instrument exposes he Operalor bo fair value nterest risk,

Sensilivily ko inlenest rale risk arises Irom msmabohing ol lnancisl assels and liabdlies thal rodene oF re-prce in & given period . The

Opersior manages Bwese mismalching through risk mansgemenl lralegies when sgnilican] changes in gap posilion can be
adjusied.

Al he dabe ol slalement of lrancial poclion, Bweanlenes] rale profile of he Dperalons ssgnificant inleres] bearing linsncalinsiramenls
wirs &5 Tollows

2019 Carrying amounis Carryiing amousnls
Effeclive Interesl  Malurily up Lo one year Malurily aller one year
rale OPF PTF OPF PTF
e — (Rupees in thousand] -------=--=--=-====
Financial assels
Bank balances A.04% 1o 12.75% 114,415 226,384 - -
2018 Carrying amosis Canmying amounts
Elfeclive Indiesl Malurily u 1 one year Meatusily aflir o year
rale OFF PTF OPFF FTF
B~ mccememmmmmssmsesen (TRAPEE i INOUEAN) - - - = === == m = mmmmmm e n
Firsrcsal assels
Bank bakancas A D4% o D65% 65,237 157 518 - =
T dieposl receipl . : - -
65,237 157 518 - -

As on 31 Decermber 2019, Operalor had no fnandcial instument valued al s vales throwgh prolil and loss sccounl
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28.1.3.2 Price risk

Oitver price rick i% Whve righ that the fair valee of fulune cash Nows of financial instrument will Tuctuate because of changes n markel
prices (olbher than those arisng from profil rabe resk of curency risk), whelher hose changes are caused by faclors specibc lo the
individual financial instrumenl of ils isswer, of laclors alfecting all similar financal metruments iraded in he markel

28.1.3.3 Foreign Currency risk

Foreign curmendy risk iz the fsk Bal B lair vales of hlune cash Bows of linascal insbruments will Tucheabe because of danges in
loreign exchange rales. The Operalions, al presend, are nol malenaly expased o currency rsk & majoily of the ransacions are
carbed oul i Pak Rupees

282  Capital sdequacy risk

Thes Dperalor's objecive when managing capilalis lo saleguand the Operalor's ability o conlinue as a going concem so thal il can
condinue i provide refums Tor shareholders and benalils for olber staledslders and o mamnkamn a sirong capilal base b suppord e
suslained development in ils businesses.

283  Takabul risk
T Opesabors Lakalul stlivilies ae pramaily conosmed with e pricng, sccaplance and meanagemen] of feke fom ils customers. In
aecepling risks e Operalor i commilling Lo he paymenl of clairs snd Ihensone Mese rsks musl be understood and confrolied.
Diisciplined undensriling, Bncompassing sk assessepen, risk mansgement, pricing and exposure contnolis ailical 1o e Operalors

suctass The Operator manages these deks Brough ils underwrilng siralegy, adegquate relakalul smangements and proactve caims
Teandling.

The Operalor is facing three kinds of fisk in ils takabd schilies, nemely,

- Contribubion Risk - nole 28.3.1
- Clairn Risk - nole 28.3.2
- Roekalcalul Risk - nole 28.3.3

2831 Conlribulion Risk

The takahd sirateqy aims loensure hal e underwdtlen meke ane well dversilied inlems of lype and smouwnt of risk, industny and
geography. Pricing is generally based upaon fisk qualily, histoncal dasms: frequencies, daims sversges, sdjusted for inflation and
nposilion of dedectibles. Risk inspecion surveys are also conducted belore acceplance of targer msks. Underwriling limils and
guidledines are it place 1o enlonce spproprabe fek Selechion oilera For exampl, the Operatod does nol offer healh Lakalul 1o walk-in
individual customers. Health takatul iz generally offered lo corporate customers wilh a lange populalion 1o be covened wider Lhe
policy.

The Operalor manages e lakalul sk ansang bom lhe geographscal concenlrabon of risk wilh he hedp of vanowes MIS reporks
generaled from the 1T system. For his purpose all cilical takatul information incheding address lookups and geocoding is punched
inbo the [T eystern. For example, lor catasirophic sggregates, the (T syslem assigns precise geographic CRESTA (Calastrophe Fisk
Evalualing and Slandardizing Targel Accwmidalions) codes wilh reference 1o the acoumulation of sum insured @ force al any
particubar locabion agains! natural perils. For Marine risks, complele takahd details, besides sums insured and conlribulions, ke
vesngel idenfilicalion, woyage inpul (seatssrinkand ransit), saiing dales, ofgin and destinalion of the shipmernls, per carry lmils, ebe.
are fesd inlo Bhe IT syslem.

The Operalor also mondors concentration of risk by evaluatding mulliple ks oowered on e same geographical kocalion. For Tire and
propey sk a parbedar building and nesghbonng budings, whech could be allecled by & singhe caim inciden, are considered as a
Sirsghe locabon. Fof earthouake fsk, a complete cty i casefied as 8 single localion. Smmilaty, od marine ok, rlliple feks coverad
i & single vessel voyage ane considersd 4% 8 sngle rek while sssessing concenbrabion of sk,

Tihe= Tollowing table demonstrates he class wise concentrabon: of risk on The bass of sum neured:

PFTF
Grogs sum inswered el Swrm msured
218 2018 e 2018
Fare A5 4% 1™ 10
Marme 36% 36% 12% 13%
Molor 15% 16% 50% 5%
Actcident and Haallh % 3% 1% T1%
100% 100% 100% 100%

Tihe= Tollowing table demonstrates he class wise concentrabon: of risk on The bases of conlribstion

Groas conlribulion writlen Met conlribulion wrillen

2018 218 2018 2018
Fare % e 1% 1%
Marine % 4% % %
Molor To% Td% BEi% 8%
Accident and Heallh 14% 14% ™% 165
Oivers including miscellaneous % 1% 1% %
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2832 Chaim risk

One o the purposes of Lakatul iz to enable policyhalders 1o protect hemselves sgainet uncsrtain llure events. Takatul companies
accepl the tranater of uncartainty trem policyholders and seek to acd value Bweugh the aggregation snd management of Mhese riske.
The uncerlainly inherent in tekaful is inevitably reflected in the financial slatements of kskaiul companses and can be characierized
under & rsTiber of specific headings, such as;

= Uncertainty &s o whaiher an event his oocunmed which would give e bo an insuned loss.

= Uncertainty as o e extent of policy coverage and limits applicable.

= Uncerlainty &s fo Bwe amount of insured loss suffered by a policyholder as a resull of the event oocurming.
= Unicartainty over e liming of a setflement 1o a policyholder for a loss suffered.

Theredore the objective of the Operator i o ensure that sullicent resenes are available o cover Mhese uncertainties and in case of
any change in eslimation due bo further developiment on whoerainty of changs on assumplions, Operalor accounts for that change
wrmedialely,

Claims provisions ane delermined baged upon previous daims expenence. The knowledge of events and B herms and conditions of
the relevant policies and on inlerpretation of circumstances_ Parficularly relevant is experience with simiar cases and historical ciaims
payment rends. [t should be emphasized hal comoboralive evidence ablained from as wide a range of souees & possible aloo
conifribule o forn the overall estimate Lange claims impaching each relevant business class ane generally sssessed separahaly, being
measuned al the face value of the surveyors estimates.

Operator has reasonably acoounted for claims hal have oociered by the end of e reporting period but remain unsettied and 1or
those thal may have ocourmed bl have nol yel been notified to the operator and thoss that are not yel apparent o B insured. The
Dperalors policy for acoounting of ils claims has been disclosed in nole. 4.11 of fese Inancial stalements.

Sensilivity analysis

The risks associaled with the tskatul conbracts are complex and subject In 8 number of variables which complicale quantiative
sensiivily analysiz. The Operaor makes vanous sssumplions and lechnigues based on pas! caims develapment expenience. This
ncludes indicaions such as sverage claims cost, ullimate ciaims numbers and expected loss ralivs. The Operator considers that e
Eability for Lakaful cisims recognized in e balance sheel is adequate. However, aclual experience will differ from the expecied
OO

As the Operator enters into-shart lerm takatul conbracts, it does nol assurme any significant impact of ehanges inmarkel condions on
umepired fske. However, some feaults of senstivity lesling are set out balow, slowing the impact on profit before tax net of retakatul.

Fire a 5 o 4
Marine (63} 2,535 (43) 1,800
Motor 10,631 6,855 7,548 4, BET
Accident and Health 114 3,284 by 2,332
Others including Mistellaneous 4,067 160 2@E8 14
14,784 12,839 10,497 9,117

28.33 Retakalul risk

The Operalor purchases relakatd as pan of fs risks miligation program. Fetakatul ceded is placed on both proportional and non-
peoportional basis. The majority of proportions retakaful 2 quota shane Feineurance which i taken outl 10 reduce the overall expoadrne

of the Operator o certain dasses of business. Mon-proponionsl reinsurance s pimanly excess. of 0es reinsurance designed o
milligate e Operalors nel exposire io catastrophe losses. Retenton Bmils for the excess. of loss retakaful vary by produc line. The
Operalor also aranges e local and foreign tacultalive retakalul as par of its fisk management stralegy.

ARhcugh the Operator has retekaful amangements, it iz not relieved of its direct obligations 1o fis policyholders and thus a credit
exposune exists with respec to ceded takalud, bo the extent hat any retakatul is unabie to meet ils obSgpbons assumed under such
retakatul agreements. The Operators placerment of retakahl is diversitied such that it i neiller dependent on & single retaksaful not
e the operalions of he Operator substaniially dependent Lpon sy single retakalul contract. Operators strategy is to sesk retakatul

wilh the best eombinabion of Brancsl eirength, price and cspacity. In compliance of T regulalony requirement, the retakstul
agreements are duly submitted with SECF on an annual basis.
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Carrylng amount Fair vahue
Recaivables and Casn and Other
other financial cash firancial
Meta asaals aguivalants Babdites Total Laval 1 Laval 2 Laval 3 Total
31 December 2018 Rupeas
Financia! assets - measurad at fair value - - -
Financial assets - not measured at fair valus
Takafu! / re-takaful recalvables® & 27,454 27454 -
Retakaful recovenes against outstanding claims® 13,108 . 13,108 -
Cash and bank® |} - 222778 2227T8 -
40,562 222778 263,341 -
Financial labittes - measured at fair value - - -
Financial llabilitles - not measured at fair value
Underariting provisions
Outstanding clalms |ncluding IBNR* 14 - 52813 52,913 -
Ra takaful | Co-takaful payabies® - 12,184 12,184 .
Oiher creditors and accruals® 1 - 43 885 43,855 -
- 108,052 109,052 -

* The Oparaior has not disclosed the falr value of these Hems because thair carrying amounis are a reasorable approximation of fair value,

30  Subseguent events - non adjusting event

Thera are no significant subsaguent events requiring disclosure for the year anded 31 Decembar 2018,
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Alfalah Insurance Company Limited
Window Takaful Operations

Notes to the Financial Statements
For the year ended 31 December 2019

k| NUMBER OF FULL TIME EMPLOYEES

The number of employees of the Company are as follows: 2019 2018
Average number of employees during the year 3 3
As at 31 December 3 3

32 DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue by the Board of Direclors of the Operator on
13 FEB. 2020

i3 GEMNERAL

Figures have been rounded off to the nearest thousand rupees unless other wise stated.
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Notice of 14th Annual General Meeting

Notice is hereby given that 14™ Annual General Meeting of the Shareholders of Alfalah Insurance
Company Limited (the “Company”) will be held on ,April ___, 2020 at 11:00 a.m. at the
registered office of the Company located at 5 — Saint Mary Park, Gulberg lll, Lahore to transact the
following business:

ORDINARY BUSINESS
1. Toconfirm the minutes of the 6” Extra Ordinary General Meeting held on August 15, 2019.

2. Toreceive, consider and adopt the financial statements of Conventional business and Window
takaful operations for the year ended December 31, 2019 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, 2020 and to fix their remuneration.

M/s EY Ford Rhodes, Chartered Accountants, our retiring auditors, being eligible for
re-appointment, have shown their willingness to act as external auditors of the Company for
the year ending December 31, 2020. The Audit Committee and Board of directors in their
respective meetings have suggested and recommended M/s EY Ford Rhodes, Chartered

Accountants as external and Shariah Compliance Auditors of the Company for the year ending
December 31, 2020.

4. To transact any other business with the permission of the Chair.

Date: ———-—-—-, 2020 By order of the Board
Lahore Adnan Waheed

Company Secretary
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Notes

1)

2)

3)

4)

5)

6)

7)

8)

9)

The Share Transfer Books of the Company will be closed from , 2020 to
, 2020 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 Attomey or if such appointer is a company or corporation under
the Common Seal of the company or corporation or the hand of its Attorney who may be the
appointer.

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

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 CNIC 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 Bth 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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Notes
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FORM OF PROXY

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

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

my/our proxy to vote for me/us and on my/our behalf at the Annual General Meeting of
ALFAL AH INSURANCE COMPANY LIMITED to be held on April , 2020 at 11:00 am. at the registered office of
the Company, 5-5aint Mary Park, Gulberg, Ill, Lahore and at any adjournment thereof.”

Signed this day of 2020

S EINRIIPRL i g s i s S

Holder of .......ccc.cecsneenr. Ordinary Shares

WITNESSES:

1. Signature :
Mame :
Address

CNIC/PP No 5L A e

2. Signature :

Mame :
Address

CMIC/PP Mo L ARRALRREASLEAR LAY

142
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Alfalah Insurance Network

Head Office:

S5=5aint Mary Park, Gulberg Ill, Lahore,
UaM: 1M1-786-234

Fax: +92-42-35774329

E-mail: afimalfalahinsurance.com
Web: www.alfalahinsurance.com

Lahore Main Branch:

5-Saint Mary Park, Gulberg Ill, Lahore.
AN 1M-7B6-234

Fax: +92-42-35774329

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

Faisalabad Office:

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

Liagat Road, Faisalabad.

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

E-mail: afi.fbdi@alfalahinsurance.com

Islamabad Office:

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

Tel: +92-51-4864695-98

Fax: +92-51-4862596

E-mail: afi.isl@atfalahinsurance.com

Peshawar Office:

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

Tel, +92-91-111-786-234, +32-91-5253501-3
Fax: +92-91-5253964

E-mail; afi.pwri@alfalahinsurance.com

Multan Office:

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

Multan.

Fhone # 061-6211446-8

Fax # 061-6211449

E-mail: afi.mulialfalahinsurance.com

Gujranwala Office:

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

Fax: +92-55-3820867

E-mail: afi.gujxalfalahinsurance.com

Sialkot Office:

1st Floor, City Towser,

Shahab Pura Road, Sialkot,

Tel: +92-52-3240807

Fax: +92-52-3240908

E-rnail: afi. skt@alfalahinsurance.com

South Zone

Karachi Office:

1st Floor, Finlay House,

Il Chundrigar Road, Karachi.

Tel; +32-21-M-786-234, 32463839-42
Faw: +92-21-32463361

E-mail: afikhimalfalahinsurance.com

Karachi Unit-1 Office:

1st Floor, Finlay House,

I.I. Chundrigar Road, Karachi.

Tel: +392-21-111-786-234, 32463839-42
Fax: +92-21-32463361

E-msail: afi.kul@alfalahinsurance.com

Hyderabad Office:

House Mo. 49, 2nd Floar,

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

Fax; +92-22-278B0656

E-rmail; afi.hydialfalahinsurance.com
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Alfalah Insurance

5 - Saint Mary Park, Gulberg-lll, Lahore. Tel: +92-42-111-786-234, Fax: +92-42-357743293-30
Email: afi@ alfalahinsurance.com, URL: hitp://www.alfalahinsurance.com




