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VISION

“Our vision is to establish a position
as the premier choice for corporate
and consumer sector.”




MISSION

“Our mission is to become a reputable
general insurer of the country by providing
dedicated service to our customers. This
will be accomplished by recognizing the
customer needs and providing suitable
products at affordable prices and servicing
the claims within optimum time frame.”




Our hallmark is the
excellence of our service
to our external clients
and internally to each
other.

Collaboration

We value and support a spirit
of teamwork, cooperation
and encouragement, in an
environment in which all

employees can grow.

Honesty and integrity
consistently guide the
conduct of our business
and our relationships
with those outside of
the company and with
each other.

We respect individuality
and the strength that
Flows from the diversity of

backgrounds, experience
and perspectives.

Protection

We take care of and
protect our insured in a
hostile legal environment
better than any other
company.
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Fire & Allied Perils

Providing Corporate Clients with standard fire policy covering fire, lightening and explosion that
may be extended to cover the allied perils like Earthquake (Fire and Shock), Atmospheric Disturbance
Clause. Aircraft or Arial Devices falling there from. Impact (Collision) damage, Riot and Strike

damage and Malicious damage.

A




The Company indemnifies sudden and unforeseen physical loss or damage, resulting from:
maladjustment, loosening of parts, failures or faults in protective devices, entry of foreigh bodies,
tearing apart due to centrifugal forces, Shortage of water in steam boilers or pressure vessels, over
pressure or implosion, Short circuit and over voltage.
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Private Car

Covering all the popular brands of Local and Imported vehicles that will be indemnified against
loss or damage to the Motor Car and/or its accessories whilst thereon by Accidental external
means, Fire external explosion. Burglary, Theft, Malicious act, Riot, Strike, Flood. Hail. Wind, Hurricane.
Cyclone, Tornado, Typhoon, Earthquake and whilst in transit by air or road rail.
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Health

At a time where the health and wellness services are inflating exponentially, health insurance has
become a basic necessity for the well-being of every individual The consistently growing healthcare
sector calls for new innovations in the insurance industry to best fulfill the needs of customers.
UBL Insurers Ltd. offers innovative and reliable health insurance plans. A health insurance policy
not only covers your hospitalization expenses but also covers your pre and post-hospitalization
expenses which include OPD visits, medications and tests.
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lravelling is an integral part of many people’s lives. You need to plan well for a trip you will be
taking so that everything goes smoothly for youUBL Insurers "Traveller” makes it a lot easier for
you to confront the uncertainties that may be met at one point or the other in the course of travelling
e.g complexities like illnesses, injury or losses. Having UBL Insurers Traveller means that you have
a fall-back plan when you are confronted by such challenges that may make your travel
experience not worth remembering. Traveller covers major areas of unanticipated occurrences
that could lead you to sustain losses.

INSURANCE / TAKAFUL PRODUCTS : &




FINANCIAL HIGHLIGHTS
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Notice of 14™ Annual General Meeting

Notice is hereby given that the 14™ Annual General Meeting (AGM] of UBL Insurers Limited will be held on
Thursday, 26™ March, 2020 at 3:00 p.m. at UBL Insurers Limited Board Room Karachi to transact the
following business:

Ordinary Business

1. To confirm minutes of the 13" Annual General Meeting held on April 26%, 2019.

2. To receive, consider and adopt the audited Financial Statements and Window Takaful Operations
Financial Statements of the Company for the year ended December 31, 2019 and the Chairman’s review,

Directors” and Auditors’ report thereon.

3. To consider and approve a final cash dividend at PKR 0.534 i.e. 5.34% per share for the year ended
December 31, 2019 as recommended by the Board of Directors,

4. To consider and, if thought fit, appoint external auditors to hold office from this AGM till the conclusion
of the next AGM and to fix their remuneration for the year ending December 31, 2020.The Board Audit
Committee and the Board of Directors have recommended the name of M/s. A.F. Ferguson & Co.
Chartered Accountants.

5. To transact any other item with the permission of chair.

By Order of the Board
@/ -

Abdul Sattar Vaid
Company Secretary

March 05, 2020

Notes

1. The share transfer books of the Company shall remain closed from Tuesday March 17, 2020 to Thursday
March 26, 2020 (both days inclusive). The transfer received in order at the office of Company Secretary UBL
insurers Ltd. by the close of business (5.00 p.m.] oan Monday March 16, 2020 will be treated to have been in
time for the purpose of payment of final dividend to the transferees and to attend and vate at the meeting.

2. All the members shall be entitled to attend the annual general meeting.

UBL Insurers Limited Annual Report 2019 Q



Director’s Report
For the year ended December 31,2019

On behalf of the Board of Directors, | present the fourteenth (14th) annual report of UBL Insurers
Limited for the year ended 31 December, 2019.

The financial highlights for the year under review are as follows:

‘Rupees 000°

31-Dec-19 31-Dec-18 %

Gross premium written 3,988,703 3,391,311 18%
Net premium revenue 1,769,967 1,412,471 25%
Net claim expense (646,815] (568,260) 14%
Net commission (158,510) 13,188 [-1302%
Premium deficiency 18 (11) | -264%
Management expenses (516,562) (478,684) 8%
Underwriting profit 448,098 378,703 18%
Investment & other income 115,843 74,485 56%
General & administrative expenses (124,743) (99,274) 26%
Profit before tax from Windows Takaful Operations 14,329 11,079 29%
Profit before tax 448,557 364,991 23%

Economic Overview

The present Government is committed to sustain the progress on fiscal adjustment and to place debt on
a downward path. The planned reforms include strengthening tax revenue mobilization, including the
elimination of tax exemptions and loopholes, and prudent expenditure policies. Faster progress is needed
to improve the AML/CFT framework, supported by technical assistance from the IMF and other capacity
development providers. Swift adoption of all the necessary measures is needed to exit the FATF's list of
jurisdictions with AML/CFT deficiencies. However, Pakistan’'s economic reform program is on track.
Decisive policy implementation by the Pakistani authorities is helping to preserve economic stability

aiming to put the economy on the path of sustainable growth.

Company Performance Review
Inthe year 2019 company has posted a growth of 18% in gross premium written to close at Rs. 3,989 million
while net premium revenue increased by 25% to Rs. 1,770 million.

Net claim expense is increased by 14% during the year ended December 2019 as compared to last year
December 2018. The net claim ratio over net premium revenue is 37% compared to 40% last year.

The underwriting results reported a profit of Rs. 448 million during the year ended 31 December 2019 as
compared to a profit of Rs. 379 million for the year ended 31 December 2018 due to an improvement in net

Claim expense.

Investments and other income is greater at Rs.116 million during the year ended December 2019 as
compared to Rs.74 million during the same period in 2018 and an amount of Rs. 8 million has been
recorded as impairment on listed equity securities.

Improved underwriting results has resulted in achieving a pre-tax profit of Rs. 449 million for the current

& UBL Insurers Limited Annual Report 2019 ="
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Portfolio Analysis

Fire & Property

Fire and property class of business constitutes 36% of the total portfolio. During the year, the Company has
underwritten a gross premium of Rs. 1.6 billion (2018: Rs. 1.2 billion). The ratio of net claims to net premium
Is 20% this year as compared to 26% last year. The Company incurred an underwriting profit of Rs. 33 million
as compared to Rs. 69 million in 2018.

Marine and Transport

This class of business constitutes 8% of the total portfolio. The Company has underwritten a gross premium
of Rs. 368 million in current year (2018: Rs.323 million). The net claims ratio is 9% as against 24% last year,
which resulted in an underwriting profit of Rs. 82 million against Rs. 44 million last year.

Motor

During the year, the Company has underwritten gross premium of Rs. 1.3 billion (2018: Rs. 1.2 billion) which
constitutes 29% of the total portfolio. The ratio of net claims to net premium for the current yearis 36% as
compared to 44% in 2018. The Company incurred an underwriting profit of Rs. 327 million as compared to Rs.
213 million in 2018.

Bankers & Blanket

This class of business constitutes 3% of the total portfolio. The Company has underwritten a gross premium
of Rs. 153 million in current year (2018: Rs.165 million). The net claims ratio is 45% as against 8% last year,
which resulted in an underwriting profit of Rs. 11 million against Rs. 29 million last year.

Health

This class of business constitutes 12% of the total portfolio. The Company has underwritten a gross premium
of Rs. 531 million in current year (2018: Rs. 552 million). The net claims ratio is 60% as compared to last year
57%. This resulted in an underwriting profit of Rs. 68 million against Rs. 40 million last year.

Other Classes

The other classes of business constitute 11% of the total portfolio. The gross premium written was Rs. b01
million (2018: Rs. 399 million). The ratio of net claims to net premium is 64% as against 35% last year. The
portfolio showed an underwriting loss of Rs. 5 million in current year against an underwriting profit of Rs. 40
million in last year.

The earning per share in current year is 2.67 against a profit of Rs. 2.25 in the year 2018.

Window Takaful Operations

The year under review was the fourth year for Takaful business and the company was able to successfully
grow gross written contribution to Rs. 522 million. The participant’s Takaful fund reported a surplus before
investment income of Rs. 46 million as compared to 34 million in the year 2018. Investment and other income
stands at Rs. 22 million in 2019 against Rs. 7 million for the year 2018. The improved underwriting resulted
in achieving a surplus for the year of Rs. 68 million which stood at 41 million in the year 2018.

The Operator’'s Fund reported the profit before tax of Rs. 14 million in the year 2019 against profit of 11
million in the year 2018.

Related Parties Transactions
The Board of Directors approve Company's transactions with associated companies / related parties at each
board meeting. All the transactions executed with related parties are on arm’s length basis.

AE

-
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Insurer Financial Strength (IFS) Rating
The company's Financial Strength (IFS) rating stands at AA [Double A) with stable outlook by JCR-VIS for the
year 2019.

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

During the year five (5] meetings of the Board of Directors were held, attendance details of which are as
follows:

Name of Directors Meetings Attended

Mr. Aameer Karachiwalla 05
Mr. Zameer Muhammad Choudrey 04
Mr. Rizwan Pervez 05
Mr. Sharjeel Shahid 05
Mr. Zia ljaz (Resigned April 26th,2019) 02
Mr. Syed Furrukh Zaeem 05
Mr. Abdul Sattar Vaid [Resigned April 26th,2019) 02
Mr. Zeeshan Muhammad Raza - Chief Executive Officer 05
Mr. Sajid Hussain (Appointed - April 26th, 2019) 03
Ms. Saira Shah (Appointed — April 26th, 2019) 03

Leave of absence was granted to directors who could not attend Board meeting(s).

Board Committees

Audit Committee
The committee consists of three members. During the year 2019, four (4) meetings of the committee were
held and attended by the members as under:

Name of Member Meetings Attended

Mr. Zameer Muhammad Choudrey 03
Mr. Rizwan Pervez 04
Mr. Sharjeel Shahid 04

Leave of absence was granted to the members who could not attend Board's Audit Committee meeting(s).

A&

-

& UBL Insurers Limited Annual Repart 2019 Director’s Report



Ethics, Nominations, Human Resource & Remuneration Committee
The committee consists of four members. During the year one meeting of the committee was held and
attended by the members as under:

Name of Member Meetings Attended

Mr. Sharjeel Shahid 01
Mr. Zameer Muhammad Choudrey 01
Mr. Rizwan Pervez 01
Mr. Zeeshan Muhammad Raza 01

Investment Committee
The committee consists of four members. During the year 2019, four (4] meetings of the committee were
held and attended by the members as under:

Name of Member Meetings Attended

Mr. Syed Furrukh Zaeem 04
Mr. Zameer Muhammad Choudrey 03
Mr. Rizwan Pervez 04
Mr. Zeeshan Muhammad Raza 04

Leave of absence was granted to the members who could not attend Board's Audit Committee meeting(s).

Management Committee in Compliance with Code of Corporate Governance
The Underwriting committee consists of three members. During the year 2019, four meetings of the committee
were held and attended by the members as under:

Name of Member Meetings Attended

Mr. Aameer Karachiwalla 04
Mr. Zeeshan Raza 04
Mr. Rashid Jameel 04

The Claim committee consists of three members. During the year 2019, four meetings of the committee
were held and attended by the members as under:

Name of Member Meetings Attended

Mr. Zia ljaz 02
Ms. Saira Shah 02
Mr. Zeeshan Raza 04
/(Q Mr. Abdul Rauf Patel 04

-
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The Re-Insurance & Co-Insurance committee consists of three members. During the year 2019, four
meetings of the committee were held and attended by the members as under:

Name of Member Meetings Attended

Mr. Aameer Karachiwalla 04
Mr. Zeeshan Raza 04
Mr. Rashid Jameel 04

The Risk Management & Compliance committee consists of three members. During the year 2019, four
meetings of the committee were held and attended by the members as under:

Name of Member Meetings Attended

Mr. Zia ljaz 02
Mr. Sajid Hussain 02
Mr. Zeeshan Raza 04
Mr. Rashid Jameel Khan 04

Statement of Ethics and Business Practice
The Board has adopted the statement of ethics and business practices. All employees are informed of this
statement and are required to observe these rules of conduct in relation to business and regulations.

Future Outlook

Our strategy for 2020 is to further create a unique and personalized customer experiences and to move a way
forward by delivering a great deal of innovation quickly to consumers through digitalization. Our Company
has been and will continue to invest in the training of its employees to ensure the implementation of the
relevant policies and directions of our competent regulators and other law authorities.

Corporate and Financial Reporting Framework

al The financial statements prepared by the management of the Company present fairly its state of affairs,
the result of its operations, cash flow and changes in equity.

b] Proper books of accounts have been maintained by the company.

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

d) International accounting standards (IAS), International Financial Reporting Standards (IFRS) or any
other regulation or law (including but not Limited to the Shariah guidelines / principles) as applicable in
Pakistan, have been followed in preparation of financial statements and any departure there from has
been adequately disclosed.

e] The system of internal control is sound in design and has been effectively implemented and monitored.

f)]  There are no significant doubts on the Company's ability to continue as a going concern.

gl There has been no material departure from the best practices of Corporate Governance, as detailed in
the code of corporate governance for insurers, 2016.

h] Premium Deficiency Reserve has been recorded on account of personal accident as per actuarial
valuation.

i) Claims incurred but not reported has been reported on the bases of actuarial validation as per the

SECP’s guideline.
& UBL Insurers Limited Annual Report 2017 _ Director’s Report



j) During the fourth year of Takaful the Operator's Fund reported a profit of Rs. 14 million which is
expected to be further improved in the upcoming years.

k] The amount of outstanding on account of FED, FIF, EOBI Advance taxes, Withholding taxes, Sales taxes,
employee contribution, worker welfare fund and SECP fees are 47 million. Which are subsequently paid
as per the requirement of concerned regulators or bodies.

l] The key operating and financial data for the last six years is annexed.

m) The Board of Directors is pleased to recommend a final cash dividend of Rs. 0.534 per share at the rate
5.34% for the year ended December 31,2019.

n) The value of investments of provident and gratuity funds based on their unaudited accounts, as on
December 31, 2019 were the following.

o] Provident Fund Rs. 98 million
Gratuity Fund Rs. 48 million

pl The statement of pattern of shareholding in the Company as at 31 December, 2019 is annexed with the
report.

No material changes and commitments affecting the financial position of our Company have occurred
between the end of financial year to which this balance sheet relates and the date of this report.

The present external auditors PWC A.F. Ferguson & Co. had retired and have offered themselves for
re-appointment. The Board of Audit Committee recommends that they be appointed as the statutory
auditors for the year 2020, and the Board endorses this recommendation.

The Company is a subsidiary of Bestway (Holding) Limited incorporated in London (U.K). The Bestway
(Holding] Limited holds 55.6% of the issued share capital of UBL Insurers Limited.

The Directors of the Company would like to express their gratitude to Securities and Exchange
Commission of Pakistan, Insurance Association of Pakistan and the panel of Re-insurers for their
continued guidance, co-operation and support.

We also thank our valued clients for their continued patronage and support extended to our Company.

The Directors also wish to acknowledge the hard work and dedicated efforts of UBL Insurers team in
achieving the goals of the Company.

Zeeshan Muhammad Raza Aameer Karachiwalla
Chief Executive Officer Chairman - Board of Directors

Date: February 14", 2020

Director’'s Report UBL Insurers Limited Annual Report 2019 4




Key operating and financial data for the last six years

‘Rupees 000’

I

Gross premium Written 3,988,703 [3,391,311 | 2,760,842 | 2,334,187 | 1,600,476 | 1,114,520
Net premium revenue 1,769,967 (1,412,471 | 1,012,177 872,903 534,555 | 385,189
Net claims (646,815) | (568,260] | [419,969] | [452,947) [ (203,788) | (176,738]
fgfgg&g{n deficiency [expense) / 18 (1) 10,880 (10,907) ) )
Management Expenses (516,562) | (478,684) | (345,490) | (240,114) | (191,989)| (128,137]
Net commission (158,510) 13,188 63,369 67,760 9,550 24,399
Underwriting result 448,098 378,703 320,967 236,694 148,329 104,713
Investment income 79,661 60,557 44,115 73,992 88,198 74,611
Exchange gain / (Loss) 2,929 1,020 65 . 276 (114)
Other Income 36,182 13,928 6,173 3,266 7,060 3,749
General and administrative (124,743) | (99.276) | (125,047) | [109.887) (96,784) | (81,180)
Profit before tax from Windows
Takaful Operations 14,329 11,079 1,163 (7,771) i )
Profit before tax 448,557 | 364,991 247,31 196,283 147,078 | 101,779
Taxation

- Prior (11,811) 1,622 - - 226 -

- Current (136,230) | (107,862 84,913 63,815 (29,929) (790)

— Deferred 7,359 826 (4,538] (4,128) | (17,869)| [41,164]
Profit after tax 307,875 259,576 166,996 136,596 99,507 59,826

é UBL Insurers Limited Annual Report 2017
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Pattern of Shareholding
As at December 31, 2019

Shareholdings
S:::;::[dzfrs Total Shares Held

Percentage %

1

7 100 7 0.000
1 2,495,001 2,500,000 2,500,000 2.170
1 14,000,001 14,500,000 14,088,199 12.227
1 30,000,001 35,000,000 34,565,213 30.000
1 60,000,001 65,000,000 64,063,972 55.603
11 115,217,391 100.000

Category of Shareholders
As at December 31, 2019

: Number of
Categories of shareholders Shareholders Shares held

Directors, CEO & Children 7 0
NIT - 0
Assaociated Companies, undertaking & related parties 112,717,384 97.83
Banks, DFI & NBFI -
Insurance Companies
Modarabas & Mutual Funds
Government of Pakistan
Govt. Owned Entities / Banks
Foreign Companies

Joint Stock Companies
Charitable Trusts
General Public (Local)
General Public (Foreign)
Others

Company Total

A

-

2,500,000

| ojlo|jo|loja|lajlolo

el
—

115,217,391 100

o

=|lOjlo|=|cjo|o|o|ja|lo|ja|lo|w|co ]|

—
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The aggregate shares held by the following are:

Categories of Shareholders

Directors

1] Zameer Mohammed Choudrey
2] Rizwan Pervez

3] Aameer Karachiwalla

4] Sharjeel Shahid

5]  Sajid Hussain

6]  Syed Furrukh Zaeem

7)  Saira Shah

Chief Executive Officer
Directors/CEOQ’s Spouse

Executive / Executive’'s Spouse

Associated Companies, undertaking and related parties

Bestway (Holdings) Limited
United Bank Limited
Bestway Cement Limited

NIT and ICP

Banks, DFis and NBFls

Public sector companies and corporations
Insurance Companies

Modaraba

Mutual Funds

General Public- Individuals
Local

Shareholders holding 5% or more voting interest
Bestway (Holdings] Limited

United Bank Limited

Bestway Cement Limited

A&

-
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Shares held Percentage
1 -

1 2

1 =

1 -

1 =

1 =

1 =
64,063,972 55.603
34,565,213 30.000
14,088,199 12.227
2,500,000 2.170
115,217,391 100.000
64,063,972 55.603
34,565,213 30.000
14,088,199 12227
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Statement of Compliance with the Code of Corporate
Governance for Insurers, 2016
For the year ended December 31, 2019

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

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

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

Category Names

Independent Directors None*

Executive Directors Mr. Zeeshan Muhammad Raza
Non-Executive Directors Mr. Aameer Karachiwalla

Mr. Zameer M. Choudrey

Mr. Rizwan Pervez

Mr. Sharjeel Shahid

Mr. Syed Furrukh Zaeem

Mr. Sajid Hussain

Ms. Saira Shah

* As per clause (iii) of the Code of Corporate Governance for insurers, 2016, the appointment of an independent
director on the Board is preferred but is not mandatory. Hence, no independent director has been appointed
on the' Board of Directors of the Company.

2. The Directors have confirmed that none of them is serving as a Director in mare than seven (7) listed
companies, including this insurer,

3. All the resident Directors of the insurer are registered as taxpayers and none of them has defaulted in
payment of any loan to a banking company, a DFl or an NBFI or, being a member of a stock exchange, has been
declared as a defaulter by a stock exchange.

4. No casual vacancy occurred on the board during the year 2019.

5. The Insurer has prepared a Code of Conduct, which has been disseminated among all the Directors and
employees of the insurer.

6. The Board has developed a vision/mission statement, overall corporate strategy and significant policies of

the insurer. A complete record of particulars of significant policies along with the dates on which they were
approved or amended has been maintained.

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

8. The meetings of the Board were presided over by the Chairman and the Board met at least once in every
quarter. Written notices of the Board meetings, along with agenda and working papers, were circulated at least
seven (7) days before the meetings. The minutes of the meetings were appropriately recorded and circulated.

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

in the code.

10. All Directors of the company have attended orientation courses to acquaint them with this Code, applicable
laws and their duties and responsibilities.

11. The Board has approved appointment of Chief Financial Officer, company secretary and Head of Internal Audit,
including their remuneration and terms and conditions of employment.

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

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

14. The Directors, Chief Executive officer and other executives do not hold any interest in the shares of the insurer
other than disclosed in the pattern of shareholding.

15. The insurer has complied with all the 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 of Member Category

Mr. Aameer Karachiwalla Chairman
Mr. Zeeshan Muhammad Raza Member
Mr. Rashid Jameel Khan Member

Claim Settlement Committee

Name of Member Category

Ms. Saira Shah Chairman
Mr. Zeeshan Muhammad Raza Member
Mr. Abdul Rauf Patel Member

A

-_—
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Reinsurance & Co-insurance Committee

Mr. Aameer Karachiwalla Chairman
Mr. Zeeshan Muhammad Raza Member
Mr. Rashid Jameel Khan Member

Risk Management & Compliance Committee

Mr. Sajid Hussain Chairman
Mr. Zeeshan Muhammad Raza Member
Mr. Rashid Jameel Khan Member

17. The Board has formed the following Board Committee;

Ethics, Nominations, Human Resource &
Remuneration Committee

Name of Member Category
Mr. Sharjeel Shahid Chairman
Mr. Zameer Mohammad Choudrey Member
Mr. Rizwan Pervez Member
Mr. Zeeshan Muhammad Raza Member

Investment Committee

Mr. Syed Furrukh Zaeem Chairman
Mr. Zameer Muhammad Choudrey Member
Mr. Rizwan Pervez Member
Mr. Zeeshan Muhammad Raza Member

18. The Board has formed an Audit Committee. It comprises of three members, of whom all are non-executive
Directors. The Chairman of the Committee is a non-executive Director. The composition of the Audit Committee
is as follows:

Audit Committee

Name of Member Category

Mr. Zameer Muhammad Choudrey Chairman

Mr. Rizwan Pervez Member
_/(g Mr. Sharjeel Shahid Member

-—
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19. The meetings of the Committees, except Ethics, Nominations, Human Resource and Remunerations Committee,
were held at least once every quarter prior to approval of interim and final results of the insurer and as required by
the Code of Corporate Governance for Insurers, 2016. The terms of references of the committees have been formed
and advised to the committees for compliance.

20. The Board has outsourced the internal audit function to UBL Bank who are considered suitably qualified and
experienced for the purpose and are conversant with the policies and procedures of the insurer and they (or their
representative) are involved in the internal audit function on a regular basis.

21. The Chief Executive Officer, Chief Financial Officer, Compliance Officer and the Head of Internal Audit possess
such qualification and experience as is required under the Code of Corporate Governance for insurers, 2016. The
Appointed Actuary of the insurer also meets the conditions as laid down in the said code. Moreover the persons
heading the underwriting, claim, and reinsurance, risk management and grievance functions / departments
possess qualification 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. Zeeshan Muhammad Raza

Chief Executive Officer

Mr. Nadeem Raza

Chief Financial Officer

Mr. Mathew Joel

Compliance Officer

Akhtar & Hasan (Pvt) Ltd

Actuary

Mr. Abdul Sattar Vaid

Company Secretary

Mr. Aamir Shaukat Hussain

Head of Internal Audit

Mr. Rashid Jameel Khan Head of Underwriting

Mr. Abdul Rauf patel Head of Claims

Mr. Ashfaq Sharif Head of Reinsurance

Ms. Sidra Nasir Head of Risk Management

Mr. Arif Sharif

Head of Grievance Dept.

*During the Year Zeeshan Muhammad Raza was appointed as a Chief Executive Officer from Acting Chief Executive
Officer.

22. The statutary auditors of the insurer have been appointed from the panel of auditors approved by the Commission
in terms of section 48 of the insurance Ordinance, 2000. The statutory auditors have confirmed that they have been
given a satisfactory rating under the Quality control review programme of the institute of Chartered Accountants of
Pakistan, that they or any of the partners of the firm, their spouses and minor children do not hold shares of the
insurer and that the firm and all its partners are in compliance with the International Federation of Accountants
(IFAC) guidelines on code of ethics as adopted by the institute of Chartered Accountants of Pakistan.

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 abserved IFAC guidelines in this regard.

24. The Actuarial function is outsourced to an Actuarial firm, which does not hold any shares in the Company.
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25. The Board ensures that the Appointed Actuary complies with the requirements set out for him/ her in the Code
of Corporate Governance for insurers, 2016.

26. The Board ensures that the investment policy of the insurer has been drawn up in accordance with the
provisions of the Code of Corporate Governance for Insurers, 2016.

27.The Board ensures that the risk management system of the insurer is in place as per the requirements of the
Code of Corporate Governance for Insurers, 2016.

28.The insurer has set up a risk management function / department, which carries out its tasks as covered under
the Code of Corporate Governance for insurers, 2016.

29. The Board ensures that as part of the risk management system, the insurer gets itself rated from JCR- VIS
which is being used by its risk management function / department and the respective Committee as a risk
monitoring tool. The rating assigned by the said rating agency on September 27, 2019 is AA (Double A) with stable
outlook.

30. The Board has set up a grievance department/ function, which fully complies with the requirements of the
Code of Corporate Governance for insurers, 2016.

31. We confirm that the material principles contained in the Code of Corporate Governance have been complied.

32. The company has not obtained any exemptions from SECP in respect of any of the requirements of the Code.

7 4

Zeeshan Muhammad Raza
Chief Executive officer

Dated: February 14" 2020
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Review Report on 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’] prepared by the Board of Directors of UBL Insurers Limited ("the Company”] for the year ended 31
December 2019 in accordance with the requirements of Code of Corporate Governance for Insurers, 2016 applica-
ble to insurance companies as issued by the Sercurities and Exchange Commission of Pakistan (SECP].

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

The Code requires the Company to place before the Audit Committee, and upon recommendation of the Audit Committee,
place before the Board of Directors for their review and approval, its related party transactions and also ensure
compliance with the requirements of section 208 of the Companies Act, 2017. We are only required and have ensured
compliance of this requirement to the extent of the approval of the related party transactions by the Board of Directors
upon recommendation of the Audit Committee. We have not carried out procedures to assess and determine the
Company's process for identification of related parties and that whether the related party transactions were undertaken
atarm’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 requirement contained
in the Code as applicable to the Company for the year ended December 31, 2019.

Further, we highlight below instances of non-compliance with the requirement of the Code as reflected in paragraph

references where these are stated in the statement of compliance:

Paragraph

Reference Description

1 The Board has approved the appointment of Head of Internal Audit but he is not a full
time employee of the Company.

%Hz/\f'ﬁ&/mb‘- 5 G
Chartered Accountants

Date: March 25, 2020
Karachi
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Independent Auditor’s Report

To the members of UBL Insurers Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of UBL insurers Limited (the "Company"), which comprise
the statement of financial position as at 31 December 2019, 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 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 December 31, 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 International Standards on Auditing (ISAs) as applicable in Pakistan.
Our responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants as adopted by the Institute
of Chartered Accountants of Pakistan (the Code) and we have fulfilled our other ethical responsibilities in
accordance with the Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

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

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

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

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

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

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

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

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with LSAs 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 judgment and
maintain professional skepticism throughout the audit. We also:

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

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

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

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

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

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

X
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Report on other legal and regulatory requirements
Based on our audit, we further report that in our opinion:
a) proper books of account have been kept by the Company asrequired by the Insurance Ordinance, 2000 and

the Companies Act, 2017 (XIX of 2017);

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

d) no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

Other Matter

The financial statement of the Company for the year ended December 31, 2018 were audited by another firm of
chartered Accountants who had expressed an unqualified opinion thereon vide their report dated February 21,
2019.

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

MU\SBAW 61 o
A.F. Ferguson & Co.
Chartered Accountants

Karachi
Date: March 25, 2020
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Statement of Financial Position

As at December 31, 2019

Assets
Property and equipment
Right-of-use-assets
Intangible assets
Investments
Equity securities
Debt securities
Term deposits
Loans and other receivables
Insurance / Reinsurance receivables
Reinsurance recoveries against outstanding claims
Salvage recoveries accrued
Deferred commission expense / acquisition cost
Deferred taxation
Taxation - payment less provisions
Prepayments
Cash and bank

Total assets of Window Takaful Operations - Operator's fund
Total assets

Equity and liabilities
Capital and reserves attributable to Company's equity holders

Ordinary Share Capital

Discount on issue of right shares
Reserves

Unappropriated profit

Total equity

Liabilities

Underwriting provisions
Outstanding claims including IBNR
Unearned premium reserves
Premium deficiency reserves
Unearned reinsurance commission

Retirement benefit obligations

Lease liahilities

Premium received in advance

Insurance / Reinsurance payables

Other creditors and accruals

Taxation - payment less provision

Total liabilities of Window Takaful Operations - Operator's fund

Total Liabilities

Total Equity and Liabilities

Contingencies and commitments

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

LN s

Chief Executive Officer

A

S

Director

Note

7

25
24

26
19
20
21

33
23

22

2019 2018
--------------- (Rupees in '000) -------------
120,456 94 655
38,325 -
3,884 5,832
40,418 53,237
636,994 548,838
150,000 270,000
62,957 63,745
1,507,508 1,314,993
1,490,143 1,197,859
60,983 49732
196,555 147,626
21,982 18,245

- 11,583

885,821 749777
360,436 140,664
178,345 140,322
5,754,807 4 807,107
1,152,174 1,152,174
(352,174) (352,174)
1 (7,850)

865,952 608,925
1,665,953 1,401,075
1,655,260 1,400,561
1,468,684 1,378,040
20 38
186,152 137,326
1.214 8,720
42966 =

- 1,041
425,805 229,919
186,335 163,387
1,631 =
114,787 86,999
4,088,854 3,406,031
5,754,807 4,807,107

Director

Chairman

UBL Insurers Limited Annual Report 2019 Q



Profit & Loss Account
For the year ended December 31, 2019

Note 2019 2018

Net insurance premium 24 1,769,967 1,412,471
Net insurance claims 25 (646,815) (568,260)
Premium deficiency 18 (11
Net commission and other acquisition costs 26 (158,510) 13,188
Insurance claims and acquisition expenses (805,307) (555,083)
Management expenses 27 (516,562) (478,684)
Underwriting results 448,098 378,703
Investment income 28 79,661 60,557
Other income 29 34,182 13,928
Other expenses 30 (124,743) (99,276)
Results of operating activities 439,198 353,912
Finance costs 31 (4,970) -
Profit from Window Takaful Operations 23 14,329 11,079
Profit before tax 448 557 364,99
Income tax expense 32 (140,682) (105,414)
Profit after tax 307,875 259,576
Earnings (after tax) per share - Rupees 34 2.67 2:25

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

A
L s

Chief Executive Officer Director Director Chairman

A&

s ¥
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Statement of Comprehensive Income

For the year ended December 31, 2019

Profit after tax

Other comprehensive income

Item to be reclassified to profit and loss account in subsequent years
Unrealised gain / (loss) on available-for-sale investments

Related tax impact

Other comprehensive income from Window Takaful Operations

Item that will never be reclassified to profit and loss account in
subsequent years

Re-measurement gain / (loss) on defined benefit obligation
Related tax impact

Net other comprehensive income / (loss) for the year

Total comprehensive income for the year

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

A
%

Chief Executive Officer Director

s

Independent Auditor’'s Report

2019 2018
--------------------- (Rupees in '000) —--—---—-—--—

307,875 259,574

10,975 (9.809)

(3,185) 2,834

7,790 (6,975)

61 5

1,506 (3.225)

(437) 935

1,069 (2,290)

8,920 (9,260)

316,795 250,316

Director Chairman
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Statement of Changes in Equity
For the year ended December 31, 2019

Attributable to equity holders of the Company
Ordinary ||Discount on Revenue Reserve .
Share issue of General ||Revaluation Unapprop.n Total
5 : ated profit
Capital right Reserve reserve
--------------------------------------- {Rupees in '000)-—---—=-m====eme—rm e e e
Balance as at January 01, 2018 1152174 (352,174) = (880) 351,639 1,150,759
Total comprehensive income
Profit after tax - - - - 259,576 259576
Other comprehensive loss - net of tax - - - (6,970) (2,290) (9.260)

- 2 2 (6,970) 257,286 250,316

Balance as at December 31, 2018 1152174 (352,174) - (7,850) 608,925 1,401,075

Changes in Equity for the year ended December 31, 2019

Total comprehensive income

Profit after tax = = = = 307,875 307,875
Dividend = = = = (51,917) (51,917)
Other comprehensive Income - net of tax = = = 7,851 1,069 8,920

= = = 7,851 257,027 264,878
Balance as at December 31, 2019 1,152,174 (352,174) - 1 865,952 1,665,953

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

A
v A L4

Chief Executive Officer Director Director Chairman

&
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Cash Flow Statement
For the year ended December 31, 2019

(a)

(b)

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

v 1 o

Chief Executive Officer Director

Operating cash flows

Underwriting activities
Insurance premium received
Reinsurance premium paid
Claims paid
Reinsurance and other recoveries received
Commission paid
Commission received
Management expenses paid
Net cash inflow from underwriting activities

Other operating activities

Incame tax paid

General management expenses paid

Loan advanced

Security deposits paid

Loan repayments received

Receipt of cash margin against insurance policies

Payment against unclaimed insurance benefits
Net cash outflow from other operating activities

Total cash flow from all operating activities

Investment activities
Profit / return received
Dividend received
Payment for investments
Proceeds from Investments
Proceeds from sale of property and equipment
Fixed capital expenditure
Total cash inflow from investing activities

Financing Activities
Dividend Paid
Principal portion of lease liability
Interest paid
Total cash outflow from financing activities

Net cash flow from all activities
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Reconciliation to profit and loss account
Operating cash flows
Depreciation expense
Financial charges expense
Profit on disposal of investments
Profit on disposal of property and equipment
Dividend income
Other investment income
Profit from window takaful operations
Increase in assets other than cash
(Increase) In liabilities other than borrowings
Amortisation expense
Provision for iImpairment - against listed equity securities
Income tax expense
Other income

Profit after taxation

2019 2018

M e S — fRUﬂEES in IDDU} “““““““““““

3,851,580 3,173,098
(2,097,320) (1,806,468)
(2,022,610) (1927.442)
1.326,959 1,343,824

(614,746) (370,050)
444144 334,985
{466,484) (509,937)
421525 260,010
(130,672) (1Mm,612)
(136,043) (105,249)

(7,032) (5,469)
{1,056) (467}
6,538 6,711
3,001 -
(1,173) -
(266,437) (216,087)
155,088 43,923
109,138 53119
4,541 5,414
{1,570,519) (2,412,913
1,631,900 2,405,028
14,760 4,955
(62,261) (44,910)
127,559 10,692
{51,917) =
(5,988) -
(4,970) -
(62,875) -
219,772 54,415
140,664 BA,049
360,436 140,664
155,088 43923
(39,024) (24,701)
(4,970) -
552 -
6,978 2,288
4,541 5414
82,315 52588
14,329 11,079
819,833 521589
{610,435) (259,809)
(2,112) {1575}
(7.736) (6,873}
(140,682) (105.414)
29,197 21,068
307,875 259,577
Director Chairman
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Notes to and forming part of the Financial Statements
For the year ended December 31, 2019

1. LEGAL STATUS AND NATURE OF BUSINESS

UBL Insurers Limited ("the Company"), a subsidiary of Bestway (Holdings) Limited, was incorporated as an unlisted
public limited company an June 29, 2006 under the Companies Ordinance, 1984. The registered office of the Company
is situated at 126-C, Jami Commercial Street Number 14, D.H.A., Phase VI, Karachi. The Company currently operates
a network of 21 (December 31, 2018:19) branches in various cities. The Company received Certificate of Registration
under Section é of the Insurance Ordinance, 2000 on lanuary 05, 2007. The objects of the Company include providing
general insurance services (in spheres of Fire, Marine, Aviation and Transport, Motor, Health, Bankers Blanket and
Miscellaneous) and general takaful services.

The Company was granted authorisation on December 29, 2015 under Rule 6 of the Takaful Rules, 2012 to undertake
Takaful Window Operations in respect of general takaful products by the Securities and Exchange Commission of
Pakistan (SECP) and subsequently the Company commenced Window Takaful Operations on January 1, 2016.

2. BASIS OF PREPARATION & STATEMENT OF COMPLIANCE
2.1 Statement of compliance

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 (IFRSs) issued by the International Accounting Standard Board
(IASB) as are notified under Companies Act, 2017; and

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

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

2.1.1 Totalassets, total liabilities and profit of the Window Takaful Operations of the Company referred to as the Operator's
Fund has been presented in these financial statements in accordance with the requirements of Circular 25 of 2015
dated 9 July 2015. A separate set of financial statements of the general Window Takaful Operations has been reported
which is annexed to these financial statements as per the requirements of the SECP Takaful Rules, 2012

2.2 Basis of Measurement

The Tinancial statements have been prepared under the historical cost convention basis except for the available-for-sale
investments that have been measured at fair value and the obligations under employee benefits that have been measured at
fair value of plan assets less the present value of defined benefit obligation.

2.3 Functional and presentation currency

ltems included in the financial statements are measured using the currency of the primary economic environment
in which the Company operates. The financial statements are presented in Pakistani Rupees, which is the
Company's functional and presentational currency.
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2.4

2.4.1

2411

2.4.12

2.4.2

2.4.3

Notes to and forming part of the Financial Statements

Standards, interpretations and amendments to the accounting and reporting
standards as applicable in Pakistan that are effective in the current year

IFRS 9 'Financial Instruments' and amendment (effective for period ending on or after June 30, 2019) replaces the
existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 includes revised guidance
on the classification and measurement of financial instruments, a new expected credit loss model for calculating
impairment on financial assets and new general hedge accounting requirements. It has also carried forward the
guidance on recognition and derecognition of financial instruments from IAS 39.

Further, IFRS 4 provides two alternative options in relation to application of IFRS 9 for entities issuing contracts
within the scope of IFRS 4, notably a temporary exemption and an overlay approach. The temporary exemption
enables eligible entities to defer the implementation date of IFRS 9. The overlay approach allows an entity applying
IFRS 9 fram the effective date to remove from the profit and loss account the effects of some of the accounting
mismatches that may occur from applying IFRS @ before IFRS 17 is applied. The Company has adopted the temporary
exemption which allows the Company to defer the application of IFRS 9 until December 31, 2021.

For the companies adopting the temporary exemption, the IFRS 4 requires certain disclosures which have been
disclosed as follows:

Temporary exemption from application of IFRS 9

As an insurance company, the management has opted temporary exemption from the application of IFRS 9 as
allowed by the International Accounting Standards Board {IASB) for entities whose activities are predominantly
connected with insurance. Additional disclosures, as required by IASB, for being eligible to apply the temporary
exemption from the application of IFRS 9 are given in note 2.4.1.2 below.

Fair value of financial assets as at December 31, 20192 and change in the fair values
during the year

As at December| | As at December Change during
31,2019 31, 2018 the year
(Rupees in '000)

Financial assets with contractual cash flows that meet
the SPPI criteria, excluding those held for trading
Pakistan Investment Bonds - Held to maturity 241,234 236,048 5,186
Sukuk - HUBCO - Held to maturity 40,560 = 40,560
Term Finance Certificate - HBL - Held to maturity 50,000 50,000
Debt securities - Available-for-sale — 231,297 (231,297)
Financial assets that do not meet the SPPI criteria
Equity securities - Available-for-sale 40,418 53,237 (12,819)

The fair value of the remaining financial assets are not significantly different from their carrying amounts since
these assets are short term in nature or are frequently repriced to market rate.

IFRS 16: 'Leases', became effective from annual period beginning on or after January 1, 2019. The impact of the
adoption of IFRS 16 on the Company's financial statements is disclosed in note 3.1 below.

There are certain other new and amended standards, interpretations and amendments that are mandatory for the
Company's accounting periods beginning on or after January 1, 2019 but are considered not to be relevant or do not
have any significant effect on the Company's operations and are therefore not stated in these financial statements.
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2.5 Standards, interpretations and amendments to accounting and reporting standards
as applicable in Pakistan that are not yet effective

The following standards, amendments and interpretations of the accounting and reporting standards as applicable
in Pakistan will be effective for accounting periods beginning on or after January 1, 2020:

Effective date
Standards, amendments or interpretations (period beginning on or after)
= |AS 1-'Presentation of financial statements' (amendments) January 1, 2020
= |AS 8 - 'Accounting policies, changes in accounting estimates and errors' January 1, 2020

(amendments)

The management is in the process of assessing the impacts of above amendments on the financial statements of
the Company. There are certain other new and amended standards, interpretations and amendments that are
mandatory for the Company's accounting periods beginning on or after January 1, 2020 but are considered not to be
relevant or do not have any significant effect on the Company's operations and therefore not stated in these financial
statements.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies as stated below have been applied consitently to all years presented in these
financial statements except for the changes in accounting policy as stated in note 3.1 below:

3.1 Effective Janvary 1, 2019, the Company has adopted IFRS 16, "Leases" which replaces existing guidance on accounting
for leases, including IAS 17 'Leases’, IFRIC 4 'Determining whether an arrangement contains a Lease', SIC-15
'Operating Leases-Incentive and SIC-27 'Evaluating the substance of transactions involving the legal form of a
Lease'. IFRS 16 introduces a single, on balance sheet lease accounting model for lessees. A lessee recognises a right
a right-of-use asset representing its right-of-use of the underlying asset and a lease liability representing its
obligations to make lease payments. Lessor accounting remains similar to the current standard i.e. lessors continue
fo classify leases as finance or operating leases. The accounting polices relating to Company's right-of-use assets
and lease liability are disclosed in note 3.19.

The Company has adopted IFRS 16 retrospectively from January 1, 2019, but has not restated comparatives for the 2018
reporting period, as permitted under the specific transitional provisions in the standard. The reclassifications and the
adjustments arising from the new leasing rules are therefore recognised in the opening statement of financial
position on January 1, 2019. The new accounting policies are disclosed in note 3.19.

On adoption of IFRS 16, the Company recognised lease liabilities in relation to leases which had previously been
classified as 'operating leases' under the principles of IAS 17 Leases. These liabilities were measured at the present
value of the remaining lease payments, discounted using the lessee's incremental borrowing rate.

On adoption of IFRS 16, the Company has recognised lease liability amounting to Rs 38.070 million as at January 1, 2019
in respect of operating lease commitments of Rs 67.890 million. The on-balance sheet recognition of leases
previously accounted for as operating leases was most sianificantly impacted by adjustments as a result of different
treatment of extension and termination options under IFRS 16.

December 31, January 1,
2019 2019

Total lease liability recognised 42966 38,070

The right-of-use assets were measured at an amount equal to the lease liability, adjusted by the amount of any
prepaid or accrued lease payments relating to that lease recognised in the statement of financial position.
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The recognised right-of-use assets relate to the following type of assets;

December 31,
2019

January 1,
2019

Land and buildings 38,325 40,518
Impact on the statement of financial position

Increase in property and equipment (right-of-use assets) 38,325 40,518
Decrease in prepayments - prepaid rent - (2,448)
Increase in total assets 38,325 38,070
Increase in Lease liahilities (42,966) (38,070)
Decrease in tax liabilities 1,346 =
Decrease in net assets (3,295) -

For the year
ended December
31, 2019

Impact on the profit and loss account ---(Rupees in '000)---

(Increase) in management expense - interest expense (lease liability against right-of-use assets) (4,970)
(Increase) / decrease in administrative expenses:

- Depreciation on right-of-use assets (10,531)

- Rent expense 10,860
Decrease in profit before tax (4,6417)
Tax charge @ 29% 1,346
Decrease in profit after tax (3,295)
Decrease in earnings (after tax) per share - Rupees (0.029)

Practical Expedients Applied

In applying IFRS 16 for the first time, the Company has used the following practical expedients permitted by the

standard:

» the use of a single discount rate to a portfolio of leases with reasonably similar characteristics:

« the accounting for operating leases with a remaining lease term of less than 12 months as at Janvary 1, 2019 as
short-term leases;

« the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial application;
and

= the use of hindsight in determining the lease term where the contract contains options fo extend or terminate the
lease.

3.2 Property and Equipment

These are stated at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is calculated so as to write off the depreciable amount of the assets over their expected economic lives
at therates specified in note 5.1 to the financial statements, after taking into account residual value, if any. The useful
lives, residual values and depreciation methods are reviewed and adjusted, if appropriate, at each balance sheet date.

Depreciation on additions is charged on a straight line method from the month the asset is available for use and on
disposals upto the month preceding the month of disposal.

Anitem of property and equipment is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal.

Ay

MNotes to and forming part of the Financial Statements
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3.3

3.4

a)

b)

c)

d)

Gains and losses on disposal, if any, of assets are included in the profit or loss account in the year the asset is
derecognized.

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

Maintenance and normal repairs are charged Lo the profit and loss account as and when incurred. Major renewals

and improvements are capitalised and assels so replaced, il any, are retired.

Intangible assets

Ihese are stated at cost less accumulated amortisation and any accumulated impairment losses. Amortisation of
intangible assetfs is charged to income applying the straight line method at the rates specified in note / to these
financial statements after taking into account residual value, if any.

Full month's amortisation is calculated from the month the assets are available far use using the straight-line
method and on disposals upto the month preceeding the month of disposal. The cost of the intangible asset is
amortised over its estimated vuseful life over which economic benefits are expected to flow to the Company. The
useful life and amortisation method are reviewed, and adjusted if appropriate, at each balance sheet date.

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

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 aninsurance contract, it remains
an insurance contract far the remainder of its lifetime, even if the insurance risk reduces significantly during this
period, unless all rights and obligations are extinguished or expired.

Insurance contracts are classified into following main categories, depending on the nature and duration of risk and

whether or notl the terms and conditions are fixed:

Fire and property

Fire and property insurance contracts mainly compensate the Company's customers for damage suffered to their
properties or for the value of property lost. Customers who underlake commercial activilies on their premises could
also receive compensation for the loss of earnings caused by the inabilily 1o use the insured properties in their

bhusiness activities.

Marine, aviation and transport
Marine and transport insurance covers the loss or damage of ships, cargo, terminals, and any transport or property by

which cargois transferred, acquired, or held between the points of origin and final destination.

Motor
Motor insurance is lo provide protection against losses incurred as a resull of traffic accidents and against liability that

could be incurred in an accident.

Bankers' blanket
Bankers' blanket insurance covers losses as a result of dishonest or fraudulent acts by officers and employees of the

bank, including on premises coverage of cash, coverage of cash during transit and coverage of forged cheques.
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e) Health
Health insurance includes coverage of in-patient-hospital, out-patient-department, medical and other related
expenses of disease, sickness or accidental injury incurred during the period of insurance.

f) Other classes
Miscellaneous insurance includes various types of coverage mainly burglary, loss of cash in safe and cash in transit,
engineering losses, accident and health, money and other coverage.

These contracts are normally one year insurance contracts except marine and some contracts of fire and property
and miscellaneous class. Normally all marine insurance contracts and some fire and property contracts have three
months period. In miscellaneous class, some engineering insurance contracts have more than one year period
whereas normally travel insurance contracts expire within one month time.

These insurance contracts are provided to all types of customers based on assessment of insurance risk by the
Company. Normally personal insurance e.g. vehicle, travel, personal accident, etc. are provided to individual
customers, whereas insurance contracts of fire and property, marine and transport, health and other products are
provided to commercial organisation.

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

The revenue recognition policy for the above is disclosed in note 3.12.

3.5 Deferred commission expense / acquisition cost

Commission expense incurred in obtaining and recording policies is deferred and recognised in the profit
and loss account as an expense in accordance with the pattern of recognition of premium revenue.

3.6 Unearned premium reserve

Unearned premium reserve represents the portion of premium written relating to the unexpired period of coverage
at the reporting date and is recognised as a liability by the Company. This liability is calculated by applying the
1/24th method as specified in the Insurance Rules, 2017.

3.7 Premium deficiency reserve

The Company maintains a provision in respect of premium deficiency for the class of business where the unearned
premium liability is not adequate to meet the expected future liability, after reinsurance, from claims and other
supplementary expenses expected to be incurred after the balance sheet date in respect of the unexpired policies
in that class of business at the balance sheet date. The movement in the premium deficiency reserve is recorded
as an expense / income in the profit and loss account for the year.

For this purpose, loss ratios for each class are estimated based on historical claim development. Judgment is used
in assessing the extent to which past trends may not apply in future or the effects of one-off claims. If these ratios
are adverse, premium deficiency is determined. Further actuarial valuation has been carried out to determine the
amount of premium deficiency reserve in respect of Accident and Health insurance as required by SRO 16 (1) / 2012
issued by Securities and Exchange Commission of Pakistan on January 9, 2012. Based on the advice of actuary,
provision for premium deficiency reserve has been made in other classes segment as at the year end.

3.8 Reinsurance contracts held

These are contracts entered into by the Company with reinsurers for compensation of losses suffered on insurance
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contracts issued. These reinsurance contracts include both facultative and treaty arrangements contracts and are
classified in same categories of insurance contracts for the purpose of these financial statements. The Company
recognises 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. Amounts due from reinsurance companies are carried at cost less any provision faor
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 received based on reinsurance treaties.

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

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

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

3.9 Receivables and payables related to insurance contracts

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

If there is an objective evidence that any receivable due but unpaid is impaired, the Company reduces the carrying
amount of that insurance receivable and recognises the provision in the profit and loss account.

3.10 Segment reporting

An operating segment is a component of the Company that engages in business activities from which it may earn
revenues and incur expenses including revenues and expenses that relate to transactions with any of the Company's
other components. All operating segments' results are reviewed regularly by the Company's chief operating decision
maker to make decisions about resources to be allocated to the segment and assess its performance, and for which
discrete financial information is available.

The Company presents segments reporting of operating results using the classes of business as specified under the
Insurance Ordinance, 2000 and the Insurance Accounting Regulations, 2017. The reparted operating segments are
also consistent with the internal reporting process of the Company for allocating resources and assessing perfor-
mance of the operating segments. The performance of segments is evaluated on the basis of underwriting results of
each segment. All the Company's business segments operate in Pakistan only.

Based on its classification of insurance contracts issued, the Company has six primary business segments for
reporting purposes namely fire, marine, motor, accident and health, liability and miscellaneous. The nature and
business activities of these segaments are disclosed in note 3.4.

Assets and liabilities are allocated to particular segments on the basis of premium earned. Those assets and
liabilities which cannot be allocated to a particular segment on a reasonable basis are reported as unallocated
corporate assets and liabilities. Depreciation and amortisation are allocated to a particular segment on the basis of
net premium earned.

3.11 Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement, cash
and cash equivalents consists of cash in hand, stampsin hand , bank deposits and term deposits having maturity

of less than three months. qH
& UBL Insurers Limited Annual Report 2019 Notes to and forming part of the Financial Statements



3.12 Revenue recognition

3.12.1 Premium

Premium received / receivable under a policy / cover note is recognised as written from the date of attach-
ment of the risk to the policy / cover note to which it relates. Where the pattern of incidence of risk varies over
the period of the policy, premium is recognised as revenue in accordance with the pattern of the incidence of
risk. The portion of premium written relating to the unexpired period of coverage is recognised as unearned
premium by the Company. This liability is calculated by applying 1/24 method as specified in the Insurance
Rules, 2017.

For facultative acceptance, the basis of recognizing premium and determining the unearned premium reserve is
the same as for the direct policies.
3.12.2 Commission income

Commission income from reinsurers is recognised at the time of issuance of the underlying insurance policy by the
Company. This income is deferred and brought to statement of comprehensive income as revenue in accordance
with the pattern of recognition of the reinsurance premium to which it relates. Commission from reinsurers is
arrived at after taking the impact of opening and closing unearned commission. Profit commission, if any, which
the Company may be entitled to under the terms of reinsurance, is recognised on accrual basis.

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

« Unrealised appreciation or diminution on revaluation of investments classified as available-for-sale is included in
the statement of comprehensive income in the period to which it relates.

« Gainorloss on sale of investments is accounted for in the profit and loss account in the period to which it relates.
« Dividend income is recognised when the Company's right to receive the dividend is established.
« [nterest / mark-up on bank balances, term deposits and government securities is recognised on an accrual basis
using the effective interest method.

3.12.4 Dividend income

Dividend income is recognised when the right to receive the dividend is established.
3.13 Investments

3.13.1 Classification and measurement

All investments are initially recognised at cost, being the fair value of the consideration given and include
tfransaction cost, except for held for trading investments in which case transaction costs are charged to the
statement of comprehensive income.

The classification of financial assets is determined at initial recognition and depends on the purpose for which the
financial assets were acquired. Currently, the financial assets of the Company are classified into the following
categories:
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a) In equity securities

Surplus / (deficit) arising on revaluation of quoted securities which are classified as available for sale investments
is taken to a separate account which is shown in the statement of changes in equity as revaluation reserve. The
surplus / (deficit) arising on these securities is taken to the profit and loss account when actually realised upon
disposal or in case of impairment of securities.

Provision for diminution in the values of securities is made after considering impairment, if any, in their value and
is taken to profit and loss account. Impairment is booked when there is an objective evidence of significant or
prolonged decline in the value of such securities.

The unrealised surplus / (deficit) arising on revaluation of quoted securities which are classified as held for
trading is taken to the profit and loss account.

Unquoted investments are recorded at cost less accumulated impairment losses, if any.

b) In debt securities

These are investments with fixed or determinable payments and fixed maturities. The company classifies these
debt securities under "held-to-maturity” (where the Company has intention and ability to hold till maturity) and
"available-for-sale" category.

Premium or discount on debt securities classified as available for sale and held to maturity is amaortised using
effective interest method and taken to the profit and loss account.

Provision for impairment against debt securities is made in accordance with the requirements of the law,
Unguoted investments are recorded at cost less accumulated impairment losses, if any.
c) In term deposits

These are investments with fixed or determinable payments and fixed (short term) maturities which the Company
has the intention and ability to hold till maturity.

These investments are designated at held to maturity.

3.14 Off setting of financial assets and liabilities

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

3.15 Provisions

A provision is recognised in the statement of financial position when the Company has a legal or constructive
obligation as a result of past events, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligations and a reliable estimate can be made of the amount of the obligation.

Further, accounting policies relating to "outstanding claims including IBNR" are disclosed in note 4.1.

3.16 Reinsurance expense

Premium Ceded to reinsurers is recognized as an expense. For reinsurance cantracts operating on a proportionate
basis, on attachment of the underlying policies reinsured; and for reinsurance contracts operating on a
non-proportionate basis, oninception of the reinsurance contract.
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Reinsurance premium shall be recognized as an expense. For proportionate reinsurance business, evenly over the
period of the underlying policies, for non-proportionate reinsurance business, evenly over the period of indemnity.

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 one by
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 so0 on.

3.17 Taxation

3.17.1 Current

Provision for current taxation is the higher of the amount computed on taxable income at the current tax rate after
taking into account tax credits / rebates, if any, and the minimum tax computed at the prescribed rate on turnover.
The charge for current tax also include adjustments, where considered necessary, to provision for tax made in previ-
ous years arising from assessments finalized during the current year for such years,

3.17.2 Deferred

Deferred tax is recognised using the balance sheet liability method, on all temporary differences arising at the
balance sheet date between the tax bases of assets and liabilities and their carrying amounts for financial reporting
pUrposes.

Deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised for all
deductible temporary differences to the extent that it is probable that the future taxable profits will be available
against which the assets may be utilised. Deferred tax assets are reduced to the extent that it is no longer probable
that the related tax benefit will be realised.

The carrying amount of deferred tax asset is reviewed at each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the deferred tax asset to he
recognised. Unrecognised deferred tax assets are reassessed at each balance sheet date and are recognised to the
extent that it has become probable that future taxable profit will allow deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the periods when the
assetis utilised or the liability is settled, based on the tax rates (and tax laws) that have been enacted or substantively
enacted at the balance sheet date.

3.18 Staff retirement benefits

3.18.1 Defined benefit plan - Gratuity Scheme

The Company operates an approved funded gratuity fund for all permanent employees who have completed
minimum prescribed period of service under the scheme. Contributions are made to the scheme on the basis of
independent actuarial recommendations using "Projected Unit Credit Method". Remeasurement of the defined
benefit liability / (asset), which comprises actuarial gain and losses are recognised immediately in other
comprehensive income. The Company determines the net interest expense / (income) on the net defined benefit
liability / (asset) for the year by applying the discount rate used to measure the defined benefit obligation at the
beginning of the annual year to the net defined benefit Liability / (asset), taking into account and change in the
net defined benefit liability / (asset) during the year as a result of contribution and benefit payments. Net
interest expense and other expense related to defined benefit plans are recognised in profit and loss account.
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When the benefits of the plan are changed or when a plan is curtailed, the resulting change in benefits that relates
to past service or the gain or loss on curtailment is recognised immediately in the profit and loss account. The
Company recognises gain and loss on the settlement of a defined benefit plan when the settlement occurs.

3.18.2 Defined contributory plan

The Company operates a recognised provident fund scheme for all its eligible employees. Equal contributions are
made by the Company and the employees at the rate of 8.33% of basic salary.

3.19 Lease liability and right-of-use asset

The Company enters into leasing arrangements for its branches. At inception of a contract, the Company assesses
whether a contract is, or contains, a lease based on whether the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. Lease terms are negotiated on an individual
basis and contains different terms and conditions.

In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option or not exercise a termination option. Extension options (or periods after
termination options) are only included in the lease term if the lease is reasonably certain to be extended (or not
terminated).

The lease liability is initially measured at the present value of the lease payments over the period lease term and
that are not paid at the commencement date, discounted using the Company's incremental borrowing rate.

Lease payments include fixed payments less any lease incentive receivable, variable lease payment that are based
on an index or a rate which are initially measured using the index or rate as at the commencement date, amounts
expected to be payable by the Company under residual value guarantees, the exercise price of a purchase option if
the Company is reasonably certain to exercise that option and payments of penalties for terminating the lease if
the lease term reflects the lessee exercising that option. The extension and termination options are incorporated
in determination of lease term only when the Company is reasonably certain to exercise these options.

The lease liability is subseguently measured at amortised cost using the effective interest rate method. The lease
liability is also remeasured to reflect any reassessment or lease modification, or to reflect revised in-substance
fixed lease payment.

The lease liability is remeasured when the Company reassesses the reasonable certainty of exercising the
extension or termination option upon occurrence of either a significant event or a significant change in
circumstances, or when there is a change in assessment of an option to purchase underlying asset, or when there
isachange in amount expected to be payable under a residual value guarantee, or when there is a change in future
lease payments resulting from a change in an index or rate used to determine those payment. The corresponding
adjustment is made to the carrying amount of the right-of-use asset, or is recorded in the profit and loss account
if the carrying amount of right-of-use asset has been reduced to zero.

When there is a change in scope of a lease, or the consideration for a lease, that was not part of the original terms
and conditions of the lease, it is accounted for as a lease modification. The lease modification is accounted for as
a separate lease if modification increases the scope of lease by adding the right to use one or more underlying
assets and the consideration for lease increases by an amount that is commensurate with the stand-alone price
for the increase in scope adjusted to reflect the circumstances of the particular confracts, if any. When the lease
modification is not accounted for as a separate lease, the lease liability is remeasured and corresponding
adjustment is made to right-of-use asset.

The right-of-use asset is initially measured at an amount equal to the initial measurement of lease liability adjusted
for any lease payments made at or before the commencement date, plus any initial direct costs incurred and an
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estimate of the costs to be incurred to dismantle and remove the underlying asset or to restore the underlying
asset or the site on which the asset is located.

The right-of-use asset is subsequently measured at cost model. The right-of-use asset is depreciated on a straight
line method over the lease term as this method most closely reflects the expected pattern of consumption of
future economic benefits. The right-of-use asset is reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

The Company has elected to apply the practical expedient of not to recognise right-of-use assets and lease liabilities
for short term leases that have a lease term of 12 months or less and leases of low-value assets. The lease
paymentis associated with these leases is recognised as an expense on a straight line basis over the lease term.

3.20 Impairment of assets

The carrying amount of the assets is reviewed at each statement of financial position date to determine whether there
is any indication of impairment of any asset or a group of assets. If such indication exists, the recoverable amount of
such assets is estimated and the impairment losses are recognised in the profit and loss account currently.

Provisions forimpairment are reviewed at each statement of financial position date and adjusted to reflect the current
best estimate. Changes in the provisions are recognised as income / expense currently.

3.21 Dividend Distribution

Dividends, if any, declared and transfers between reserves made subsequent to the reporting date are considered as
non-adjusting events and are recognised in the financial statements in the year in which such dividends are declared
and transfers are made.

3.22 Management expenses

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

3.23 Window Takaful Operations

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

3.24 Foreign currency

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the reporting date.
Exchange differences, if any, are taken to the profit and loss account. Non-monetary items that are measured in
terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial
transactions. Non-monetary items measured at fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was determined.

3.25 Earnings per Share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number
of shares outstanding during the year. Diluted EPS is determined by adjusting the profit or loss attributable to
ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive

potential ordinary shares. %ﬁ.
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3.26 Financial instruments

All the financial assets and financial liabilities are recognised at the time when the Company becomes a party to the
contractual provisions of the instrument and are derecognised when the Company loses control of contractual
rights that comprise the financial assets and in the case of financial liabilities when the obligation specified in the
contract is discharged, cancelled or expired. At the time of initial recognition all financial assets and financial liabilities
are measured at cost, which is the fair value of the consideration given or received for it. Any gain or loss on
derecognition of financial assets and financial Liahilities is taken to the profit and loss account in the period in which
financial instrument is derecognised.

4.  CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements in conformity with accounting and reporting standards requires the
use of certain critical accounting estimates. It also requires management to exercise its judgment in the
process of applying the Company's accounting polices. The estimates / judgments and associated assumptions
used in the preparation of the financial statements are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

The estimates / judgments and associated assumptions are reviewed on an ongoing basis. Revision to the
accounting estimates are recognised in the period in which the estimate is revised, if the revision affects only
that period, or in the period of revision and future periods if the revision affects bath current and future
periods. The areas involving a higher degree of judgment or complexity, or areas where assumption and
estimates are significant to the financial statements, or judgment was exercised in application of accounting
policies, are as follows:

a) Provision for outstanding claims including IBNR (note 4.1)

b) Unearned premium reserve (note 3.6)

c) Premium deficiency reserve (note 3.7)

d) Defined henefit plan (note 3.18.1)

e) Classification and measurement of investments (note 3.13.1)

f) Useful lives of assets and methods of depreciation (note 3.2 and 3.3)
g) Provision for current and deferred tax (note 3.17)

h) Insurance / reinsurance receivables and payables (note 3.9)

i) Deferred commission expense / acquisition cost (note 3.5)
i) Lease liability and right-of-use asset (note 3.19)

4.1 Provision for outstanding claims including Incurred But Not Reported (IBNR)

Provision for outstanding claims include amounts in relation to unpaid reported claims, claims incurred but not
reported (IBNR) and expected claims settlement costs.

Outstanding claims

The amount of claims that have been reported and are yet unpaid or partially unpaid at the end of reporting year for a
given accident year.

A liability for outstanding claims (claim incurred) is recognized for all claims incurred which represents the
estimates of the claims intimated or assessed before the end of the reporting period and measured at the
undiscounted value of expected future payments. Provision for liability in respect of unpaid reported claims is
made on the basis of individual case estimates while taking into consideration the past claims settlement experience
including handling costs and the Company's reserving policy. Where applicable, deductions are made for salvage and
their recoveries.
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Incurred But Not Reported (IBNR) Claims

The losses that have incurred or are in the occurrence period at the end of reporting year and have not heen
intimated to the Campany by the end of reporting year, or if reparted, complete details are not available to the

Caompany, so as to ascertain the amount of loss for that claim as claims outstanding.

The Company is required, as per SECP circular no. 9 of 2016 dated 09 March 2016 "Guidelines for Estimation of

Incurred but not reported claims reserve, 2016” Lo estimate and maintain the provision for claims incurred but not

reparted for each class of business by using prescribed Method "Chain [ adder Method” and other alternate method

as allowed under the provisions of the Guidelines.

The actuarial valuation as at December 31, 2019 has been carried out by independent firm of actuaries for

determination of IBNR for each class of business.

5. PROPERTY AND EQUIPMENT

Nole December 31, December 31,
2019 2018
--------- (Rupees in '000) --------
Operating assets 5.1 120,456 94,655
120,456 94,655

A
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5.1

Furniture and fixtures
Office equipment
Computer and accessories
Motar vehicles

Tracking devices

Mobile phones

Leasehold improvements

Furniture and fixtures
Office equipment
Computer and accessories
Motor vehicles

Tracking devices

Mohile phones

Leasehold improvements

A
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Operating fixed assets

Cost Accumulated Depreciation Written down
o As at As at valueasat || Depreciation
Asatlauary | AJGLENS | | omper | A2 January| For e year g vper 1| December [ rat
' P 2019 : P 2019 2019
(Rupees in '000) %
16,826 2,648 19,195 10,269 968 10,958 8,237 10
(279) (279)
14,526 25846 16,801 10,287 1,824 11,840 4,961 20
(27) (271)
1563 5,092 16,027 7547 2147 9,142 6,885 25
(628) (553)
118,972 46,196 144 546 52,059 20,844 59,853 84,692 20
(20,622} (13,052}
- = = = = = = 33
1419 778 1763 820 421 N9 Bak 33
(434) (322)
335N 4,838 35,933 21180 2,287 21,094 14,837 10
(2,416) (2,371)
196,817 62,097 234,264 102,162 28,493 113,808 120,456
(24,650) (16,847)

Cost Accumulated Depreciation Written down
i As at As at value asat || Depreciation
ro ™ | o | cscmaran | Forievse ) amonry, | camoers|
' P 2018 : 1P 2018 2018
-~ (Rupees in '000) %
15,078 1772 16,826 8,981 1,295 10,269 6,557 10
(24) (7
13,858 976 14,526 8,864 1,662 10,287 4,239 20
(309) (239)
10,024 2204 11,563 6,057 1822 7547 4,016 25
(665) {331)
101,773 33,948 18,972 49,971 16,845 52,059 66,913 20
(16,749) (14,757)
4,280 = = 4,280 = = = 33
(4,280) (4,280)
1198 467 1419 606 395 820 599 33
(247) (181)
31,239 2,478 33,51 18,519 2,682 21,180 12331 10
(207) (21)
177452 41,846 196,817 97278 24,701 102162 94,655
(22,481) (19,817)
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5.1.1 Disposal of fixed assets

Fixed Assets Cost Book value oae Maode of sale Particulars of purchaser
proceeds
----------------- (Rupess In '000) —————
Computer and accessories 628 75 35 Negatiation Various
hi 19 7464 7
Motor vehicles D66 4b 14,42 Em plqyee Syed Kashif Al
Policy
Motor vehicles 1,056 106 n Negotiation Various
Mobile phones 434 112 57 Negotiation Various
21,685 7,759 14,729
6. RIGHT-OF-USE-ASSETS December 31, December 31,
2019 2018
————————————————— (Rupees in '000) -~---==-==-=m==--
Cost as at lanuary 01,2019 40,519 -
Addition 8,337 -
Disposal - -
Cost as at December 31,2019 48,856 =
Accumulated Depreciation as at January 01, 2019 - -
Depreciation for the period (10,531) =
Depreciation for disposals = =
Accumulated Depreciation as at December 31, 2019 10,531 -
Written Down Value as at December 31, 2019 38,325 -
7. INTANGIBLE ASSETS
Cost Amortisation
As at . As at As at For the As at Written down Amortisation
January1 Additions pocomner January1  year December value as at period
k| N December 31
Computer e - (Rupees in '000) ====-=-
softwares
2019 16,461 164 16625 10,629 2,112 12,741 3,884 4 years
2018 13,397 3,064 16,461 9,055 1575 10,629 5832 4 years

e
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8. INVESTMENTS IN EQUITY SECURITIES

Note 31 December 2019 31 December 2018
Cost Impairment Carrying Cost Impairment Carrying
/ provision value / provision value
AVEITEDLEAION-BAlE =@ =000 i (RUpees in '000) =====ssmmsmsmsesmmunmansmnmnmnean am s
Listed shares
Saif Power Limited 18,877 (8,323) 10,554 18,877 (5.947) 12,930
Nishat Chunian Power Limited 28,243 (19,200) 9,043 28,243 (17.174) 11,069
Arif Habib Dolmen REIT
Management Limited 14,901 & 14,901 14,901 & 14,901
Fauji Fertilizer Bin Qasim Limited - - = 5770 S 5770
Kot Addu Power Company Limited 17,519 (11,686) 5,833 17,519 (8,352) 9,167
8.1 79,540 (39,209) 40,331 85,310 (31,473) 53,836
Surplus / (Deficit) on revaluation 87 (599)
40,418 53,237
8.1 Listed shares Note 2009 2018
--------------- (Rupees in '000) ~-------=----
Cost 79,540 85,310
Provision for impairment 8.1.1 (39,209) (31,473)
40,331 53,836
8.1.1 Provision for impairment
Opening provision 31,473 24,600
Charge for the year 7,736 6,873
Closing provision 39,209 31,473
9. INVESTMENTS IN DEBT SECURITIES - Available-for-Sale
Note December 31, 2019 December 31, 2018
Cost Carrying Cost Carrying
value value
E - - (Rupees in '000) ~—--------— B R
Government Securities
Market treasury bills 9.1 99,656 102,699 = =
Pakistan investment bonds g9z - 244,089 241763
99,656 102,699 244,089 241763
Term Finance Certificates
Habib Bank Limited 9.3 | 50,000 | | 50,000 | | - 11 - |
Deficit on revaluation = (178) = (10,467)
149,656 152,521 244,089 231,296

i
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INVESTMENTS IN DEBT SECURITIES - held-to-maturity

Note December 31, 2019 December 31, 2018
Cost Carrying Cost Carrying
value value

Government Securities

Market treasury