LATE MR. UNUS KHAN
Founder Chalrman, East West Insurance Company Ltd.

Our founder Chairman, late Mr. Unus Khan, was born on December 27, 1927 in a
respectable and cultured family, He received hiz basic education in Quetta and after
graduation in Aeronautics and Meteorology in Great Britain, he adopted the field of
Civil Aviation as his profession and remained associated with it for over 20 years.
Subsequently, he took up the field of commerce/business in 1965 and a few years
thereafter proceeded to the United States of America along with hiz family.

In the 70s, besides other ventures, he was also associated with the field of insurance
in the Middle East. He returned to Pakistan in 1982 and founded East West Insurance
Company Ltd, in 1983, Throughout the remaining years of his life, he remained dedicated
to the development of this Company. He organized and strengthened the Company on
modern lines and at the zame time, encouraged the executives, field and office personnel
of the company to face the challenges of the markei with courage, sincerity and hard
work. It was for his determined leadership, untiring efforts, honesty and sincerity of
purpose that the Almighty Allah gifted him with such an outstanding success that the
Company not enly became one of the largest Insurance Companies of Pakistan during
his life {ime but even thereafier a befitting tribute to the memorable accomplishment
of its founder the Company continued making tremendous strides, always surpaszing
the achievements of the preceeding year. Today, by the Grace of Allah, East West
Insurance Company Limited hag become a symbol of security for its thousands of insured
and of livelihood for its hundreds of hard-working personnel.

Mr. Unus Khan was endowed with piety, simplicity, gincerity, diligence and affection.
He will always be remembered for his selfless devotion to cause of combining the
profound cultural values of the EAST with the modern technological developments of
the WEST. In order to give perpeturity to our late Chairman, all of ua have pledged
to adopt hig practices as guidelines for the future. Our beloved Chairman left us to join
his heavenly abode on July 27, 1988, May Allah rest hiz soul in eternal peace. Aameen!
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Chairman :
Chief Juatice ( R ) Mian Mahboob Ahmad

Chief Executive Officer :
Naved Yunus

Directors
Javed Yunus
Pervez Yunus
Saad Yunus
Umeed Ansari
Ahsan Mehmood Alvi, FCA (England & Wales)
Engr. Kazim Raza, B. S8¢. (Engineering, UET}
Mra. Rukhaana Saleem

Company Secretary
Shabbir Ali Kanchwala

Legal Advisor
Khalid Law Agsociates

Auditors
BDO Ebrahim & Company (Chartered Accountanta)

Tax Advisor
Afnan Tax Conpultants

Shares Registrar
THK Asgociates (Pvt.) Ltd.
1st Floor, 40-C, Block-§,
P.E.C.H.8,,
Karachi.

Registered Office :
27, Regal Plaza, Jinnah Road, Quetta.

Head Office :
401-404, Block ‘B’, 4th Floor,
Lakgon Square Building No.3,
Sarwar Shaheed Road, Karachi,

Window Takaful Operations :
401, 4th Floor, Business Centre,

Mumtaz Hasan Road,
Karachi.

IFS Rating : AA- (AA Minus) Stable Outlook

Website : www.eastweatinsurance.com.,pk

Bankers : J8 Bank Limited
Allied Bank Limited National Bank of Pakiatan Limited
Askari Bank Limited Dubai Islamic Bank Pakistan Limited
Fayeal Bank Limited Summit Bank Limited
Habib Bank Limited The Bank of Punjab Limited

United Bank Limited

Habib Metropolitan Bank Limited The Karakuram Co-operative Bank Limited

MCB Bank Limited
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BOARD COMMITTEES

Audit Committee:

AHBSAN MEHMOOD ALVI, FCA (England & Wales) Chairman

SAAD YUNUS Member

UMEED ANSARI Member

ENGE. KAZIM RAZA Member

JOHRY LAL, FCCA (UK) Secretary

Ethics, Human Resource & BEemuneration Committee:

AHSAN MEHMOOD ALVI, FCA (England & Wzles) Chairman

UMEED ANSARI Member

ENGR. KAZIM RAZA Member
BRENDAN I¥ LIMA Member / Secretary
Investment Committee:

AHSAN MEHMOOD ALVI, FCA (England & Wales) Chairman

NAVED YUNUS Member

SAAD YUNUS Member

SHABBIR ALI EANCHWALA Member

ENGE., KAZIM RAZA Member

ZEESHAN MUNSHI Member / Secretary
Nomination Committee:

MRS. RUKHSANA SALEEM Chairperson
ENGR. KAZIM RAZA Member

AHSAN MEHMOOD ALVI, FCA (England & Wzles) Member

IMRAN ALI DODANI Member / Secretary

MANAGEMENT COMMITTEES

Underwriting Committee:

PERVEZ YUNUS Chairman

SALIM NAWAZ Member
BRENDAN D' LIMA Member

IMRAN ALI DODANI Member
MUHAMMAD SHAREEF Member / Secretary
Claims Committee:

JAVED YUNUS Chairman

SAAD YUNUS Member

SHABBIR ALI EANCHWALA Member

IMRAN ALI DODANI Member
MAZHARUDDIN Member / Secretary
Reinsurance & Coinsurance Committee:

NAVED YUNUS Chairman

ENGE. KAZIM RAZA Member

SAAD YUNUS Member

MRS. RUKHSANA SALEEM Member
BRENDAN D' LIMA Member

SYED ARSHAD ALI Member / Secretary
Risk Management & Compliance Committee:

BRENDAN IYLIMA Chairman
SHABBIR ALI EANCHWALA Member

SALIM NAWAZ Member

JOHRY LAL, FCCA (UK) Member

MUZZAMMIL USMAN KARIM Member / Secretary




EAST
3 WEST
TelOwANCE

£, LTR,

Chief Executive Officer:
NAVED YUNUS

Chief Operating Officer:
SAAD YUNUS

Executfive Director :
JAVED YUNUS

PERVEZ YUNUS

BRENDAN THOMAS D'LIMA

Director Finance f Chief Financial Officer (CFO):
SHABBIR ALI KANCHWALA

Directors :

SAJJAD ZAFFAR
IFTIKHAR HUSSBAIN

JAN MUHAMMAD

SALIM NAWAZ

IMRAN ALI DODANI
RAJA M. IQBAL AHHMED
MAZHAR ZUBAIR ABBASI

General Managers:
FAWAD AHMED KHOKHAR
IBRAR ELLAHI QURESHI
AQEEL ANSARI

CH. M. JAWAD SADIQ ALI
WAHEED-UL-HAQ SIDDIQUI
MUHAMMAD ARIF ALI

M. YASIN SAJID

MRS. ROBINA SHAHEEN
TASAWAR ELLAHI AWAN
SYED SAJID ALI NAQVI
EHALID ZAHEER

Head of Takaful :
ABDUL HAKIM SIDDIQUI

Shariah Advisor
MUTFTI SAJJAD ASHRAF USMANI
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Deputy General Managers: Executive Vice President:

TARIG MAHMOOD BUTT SYED SAFDAR ALI SHAH

AWAIS IFTIKHAR

MUNIR AHMED SHAKTR SBenior Vice President:

GEORGE JOHN AZHAR MAHMOOD
ZEEBHAN FAISAL

Aspsistant General Managers:

SHAHZAD AQEEL Aggistant Vice Preaident:

ABDUL QAHIR NAVEEN FELIX

SYEDA MARIA NAQVI RANA NAVEED-UR-REHMAN

Chief Managers: Portfolio Manager

SYED AZHAR AMIN HASHMI ZEESHAN EHALID MUNSHI

KHURRAM BHAHZAD

Regional Managers:
MUHAMMAD SHARIF
MUHAMMAD SALEEM

Senior Managers:
MAZHARUDDIN
SYED ARSHAD ALI
NAIM 8. BHAZIB
ANEES AHMED
MUHAMMAD AZEEM
IMRAN AHMED

Manager & Zonal Managers:
MAQBOOL-UR-REHMAN
ZAHOOR AHMED

KASHIF FAROOQ BUTT
MUHAMMAD RIAZ
MUHAMMAD TANVEER AHMED
ARSHAD MEHMOOD




Notice ia hereby given that the 37th Anmual General Meeting of Eagt West Ingurance Company Limited will be held
on Thureday, May 28, 2020, at 11:30 A M at the Registered Office of the Company located at 27, Regal Plaza, Jinnah
Road, Qustts, to transact the following business:

ORDINARY BUSINESS:
1. To confirm the minutes of Extraordinary General Meeting of the Company held on March 31, 2020,

2. To receive, consider and adopt the Audited Financial Statements of the Company together with the Directors'
and Auditors' report thereon for the year ended December 31, 2019.

3. To congider the appointment of Auditors for the year ending December 31, 2020 and fix their remuneration.
Mesars BDO Ebrahim & Co. Chartered Accountants, being eligible have offered themaelves for appointment.

4, To increase the number of Director from eight (8) to nine (8) as fix by the board of directors in their meeting
held on April 28, 2020.

5. To approve the interim bonus issue asg final digtribution for the year ended December 31, 2019 announced
on October 15, 2019 and already issued to the shareholdera in the proportion of two ordinary shares for every
ten ordinary shares held i.e. 20%.

SPECIAL BUSINESS:
6. Investment in Askari Life Assurance Company Ltd

g’g ctinsider and if thought fit to pass the following resolutions with or without any modification as Special
solution:.

"RESOLVED that consent. of the memhers of East West Ingurance Co., Ltd., be and ig hereby accorded in
terma of section 199 and other applicable provisiona of Companies Act, 2017 and the Company be and is
hereby authorized to further invest up to Ra. 75,000,000/- (Rupees Seventy five Million) from time to time
in Askari Life Assurance Company Limited, an associated company for purchase of ordinaery shares of face
value of Rs. 10 each at the price ruling in stock exchange at the date of purchage as per terma and conditions
disclosed to the members and the resolution shall be valid for a period of one year from the date of pasasing
of epecial resclution."

a. Further Resolved that Managing Director & Chief Executive or Company Secretary be and are hereby
individually authorized to fulfill all legal and corporate formalities for making the above investment."

Other Buciness
a To consider other business with the permission of the chair,

ﬁct:ached to this notice of meeting being to the members is a gtatement under section 134(3) (b) Companies
, 2017.

By the order of the board

Shabbir Ali Kanchwala
Company Secretary

Karachi: 20th April, 2020.
Notes:

1. A member entitled to attend and vote at the General Meeting ia entitled to appoint another member as a
proxy to attend and vote in respect of him. Form of proxy must be deposited at the Company's Registered
Office not later than 48 hours before the time appointed for the meeting.

2. CDC Account holders are advised to follow the following guidelines of the Securities Exchange Commission
of Pakistan.

A. For attending the meeting

a. In case of individuals, the account holder and / or sub- account holder and their registration details
are uploaded as per the CDC Regulations, shall authenticate his/her identity by showing his'her
?nal Computerized National Identity Card (CNIC) or original Passport at the time of attending

e meeting,

b. In cage of corporate entity, the Board Directors’ resolution / power of attorney with specimen signature
of the nominee shall be produced (unless it has been provided earlier) at the time of the meeting.
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B. For appointing proxies

H. In case of individuals, the account holder / and or sub- account holder and their registration details
are uploaded ag per the CDC Regulations, ghall submit the proxy form as per the above requirementa,

b. The proxy form shall be witnessed by two peraons whose names, address and CNIC numbers shall be
mentioned on the form.

c. Attested copies of the CNIC or the passport of beneficial owners and the proxy shall be furnished with
the proxy form.,

d. The proxy shall produce his original CNIC or original passport at the time of the meeting.

In caee of corporate entity, the Board of Directors' resolution / power of attorney with specimen signature
shall be submitted (unless it has been provided earlier) along with proxy form to the Company.

3. For exercising electronic voting (e-voting) right through E-Voting services provider Companies (Poatal Ballot)
Regulation, 2018.

i If Company receives demand for poll by e-voting from members having not less than one tenth of the
voting power the Company will arrange for e- voting exercise.

. The company shall provide ita Members with the option of e-voting by postal ballot in accordance with
the provision of Companies (Postal Ballot) Regulation, 2018. Shareholders who wish to participate
through e-voting, kindly provide immediately or not later than seven days from the date of Annual
General Megting, through a letter duly signed them, i.e. Name, Folio / CDC A/C No., E-mail address,
Contact Number to the share Registrar of the Company (M/s. THK Associated (Private) Limited
1stFloor,C,Block 6, P.E.C.H.5, Karachi.)

1. Representatwe of our share Registrar at M/s. THK Associates (Private} Limited, 1stFloor, C, Block
6, P.E.C.H.8, Karachi will be appointed as execution officer for the meeting,

v. The proxy / e-voting form shall be witneased by twoe persons whose names, addresses and CNIC numbers
shall be mentioned on the form.

4, The Share Transfer Books of the company will be cloged from May 22, 2020 to May 28, 2020, (both days
inclugive). Transfers received in order by our Share Registrar, M/s. THK Associates ('anate) L1m1ted, 1st
Floor, 40-C, Block-6, P.E.C.H.8, Karachi, at the close of business on May 21, 2020 will be considered in time
to attend and vote at the meeti.ng

B. Members are requested to no‘hfy! submit the following, in case of book entry securities in CDC to reapective
CDC participants and in case of physical ehares, to the Company's Share Regiatrar, if not earlier provided /
notified:

a. Change in their address;

b. Valid and legible photocoples of Computerized National Identity Card (CNIC) for Individuals and
National Tax Number (NTN) both for individual & corporate entities.

6. Electronic Transmission of Financial Statements and Notices

As per SRO 787(1) 2014 dated September 08, 2014, issued by SECP, the member have optoion to receive
Annual Audited Finacial Statements and Notice of General Meeting through e-mail. Membera can give their
consent in this regard on preseribed format to Company’s Shares Registrar. Hard copy of Audited Financial
Statements can be provided free of cost within seven days of receipt of such request.

7. Electronic Dividend Mandate

In accordance with the provision of Section 242 of Companies Act, 2017, it is mandatory for a listed company
to pay caeh dividend to the sharsholders only through electronic mode i.e. directly in to the bank account
degignated by the entitled shareholders. Pleass note that if Bank account details (IBAN) ag per prescribed
format have not been provided by the shareholders to their Registrar, Broker (participant) or CDC IAS, the
Company would be constrained to act in accordance with the law and withhold the cash dividend.

8. Submission of Valid CNIC (Mandatory)

All those shareholdera possessing physical shares are requested to submit a photocopy of their valid CNICs
along with the Folio Number at the earlieat directly to Company'as Share Regietrar. In case of non-submission
of CNIC copy, dividend warranta may be withheld. Corporate are also requeated to submit their NTN to

Company's Share Registrar.
9, Deduction of Withholding Tax on the Amount of Dividend

As per Section 150 of the Income Tax Ordinance, 2001 withholding tax on dividend will be deducted for filers
and non-filer of income tax returns of 156% and 30% respectively. According to FBR, withholding tax in case
of joint accounts will be determined separately based on the filer and non-filer status of the principal and
joint shareholder(s) baged on their shareholding proportiona.




10. Consent for Video Conference

Member(g) holding ten (10) percent individually or in aggregate of the total paid up capital residing in a same
city; may de the Company to provide them the facility of video-link for attending the meeting. If you
wish to take benefit of this fa.c].hty, please fill the attached form and submit it to the Company at ite registered
address at least ten (10) days prior to the date of meeting. The Company will intimate to the members the
venue of the video-link facility at least five (5) days before the date of the General Meeting along with all the
information necessary to enable them to access the facility.

I/We, Messrs of, , being 8 member of East West Insurance Co., Litd. holder
S ordinary ghare(s) as per registered folio / CDC Account no. __ hereby opt for video conference
Tty

Signature of the Member(s)
{Please affix company stamp in case of corporate entity)

Statement under section 134(3) of the Companies Act, 2017.

This statement sets out the material facte pertaining to the Specail Business to be transscted at the Annual
General meeting of the Company to be held on May 28, 2020,

The detaila and information to be furnished regarding item No. 6 investment in associated company under
section 199 of the Companies Act, 2017.

Information to be disclosed to members.- (1) The company shall disclose following information in the statement
annexed to the notice, pursuant to section 134(3) of the Act, of a general meeting called for considering
investment decision under section 199 of the Act.

Regulation No. 8(1){(a) - Disclosures for all types of investment,-
(A) Regarding associated company or associated undertaking:

S. No. Description information Required

{) Askari Life Assurance Co., Ltd (formerly

East West Life Assurance Co., Ltd.:)

Name of associated company

{ii) Basis of relationship

Common directorship

(i)

Earnings per share for the last three years

September, 30, 2019 PKR (1.75)
December. 31,2018 PEKR (1.82)
December 31,2017 PKR (0.0115)

)

Break-up value per share, based on latest
audited fianancial statements

Rs. 3.21 on the basis of financial statements
for the period September 30, 2019

\/

Financial position, including main items of
gstatement of financial position and profit
and loss account on the basis of its latest

financial statements; and

As on September 30, 2019 Total aseet base
of Askari Life Assurance Co., Ltd is Rs.806
Million. It's After tax loss for the period
September 30, 2019 was Rs. 192 Million and
Paid -up Capital was Rs, 1102 Million

(i)

In case of investment in relation to a project
of an associated company or associated

undertaking that has not commenced
operations, following further information,
namely.-

(i) description of the project and its history
since conceptulization;

Not applicable
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8. No.

Description

information Required

(il) starting and expected dated of completion
of work;

(iii) time by which such project shall become
commercially opetational; and

(iv) expected time by which the project shall.
gtart paying return on investment;

(v} funds invested or to be invested by
promoters.

sponsors, associated compamy or asscociated
undertaking distingusihing between cash
and non- cash amounts,

Regulation No. 3(1)(a) (B) - General disclosures .-

®

Maximum amount of investment

Upto PKR 75 Million

(i)

Purpose, benefit and likely to accrue to the
investing company and its members from
such investment and period of investment

To aubscribe to the right shares to be offered
by Askari Life Assurance Co., Ltd to meet
minimum capital requirements.

Long term strategic investment for return
and capital appreciation which will enhance
the profitability of the Company and add to
the value of the members.

(iid)

Souree of funds to be utilized for investment
and where the investment in intended to be
made

i. justification for investment through
borrowings;

ii. detail of collateral, guarantees provided
and agsets pledged for obtaining such funds,
and

iii, Cost benefit analysis

The investment will be made from
Company's own funds. Hence, there ia no
need to provide justifications.

()

Salient features of the agreement(s) if any,
with associated company or associated
undertaking with regards to the proposed
investment.

Not applicable as shares will be purchased
from time to time on an arms length
transaction agreed between buyer and seller
or at the prevailing stock exchange price.

)

Direct or indirect interest of directore,
sponsors, majority shareholders and their
relatives if any, in the associated company
or associated undertakingor the transaction
under consideration;

No Director or their relatives has any interest
in the proposed investment, except, in their
individual capacities as " Director" and/or
as shareholders of the company

(vi)

In case any investment in associated
company or associated undertaking has
already been made the performance review
of such investment including compelet
informatiofjustificatio for any impairment
or write offs, and

Askari Life Assurance Co., Ltd, is an
associated company of the Company with
22% shares at a book value of Ra.282 million
as at December 31, 2019. The market value
of the associate is Re.213.56 Million.

(vii)

any othe importent details necessary for the
members to understand the transaction;

None




S. No.l Description | information Required

Regulation No. 3(b) - In case of equity investment following disclosure in addition to

those provided under clause (a) of sub-regulation (1) of regulation 3 shall be made,-

{ Maximum price at which securities to be | Not more than the price quoted on the
acquired. Palkistan Stock Exchange

(i) In case the purchse price is higher than | The intended purchase of shares will be on
market value in case of listed securities and | an arms length transaction not more than
fair value in case of unlisted securities, | the market value,
justification thereof;

(i) |Maximum number of securities to be | The maximum number of securities will be
acquired at the optimum extent, we get the approval.

{iv) Number of securities and percentage there | 24,211,824 shares (22%) held to date i.e.
of held before and after the proposed | before proposed investment. Number of
investment. Shares and percentage after proposed

investment will depend on the prevailing
prices at the time of actual purchase,

7] Current and preceding twelve week's | Current market value per share as of
weighted average market price where | December 26, 2018 Rs. 8.20 and weighted
investmentis proposed to be made in listed | average value of twelve weeks is Rs.8.
securities; and

{(vi) |fair value determined in terms of sub- | Not Applicable
regulation 5 for investment in unlisted
securities;

Regulation No, 4(1) - Other information to be disclosed to the members. - (1) If the associated
company or associated undertaking or any of ite sponsors or directors is also o member of the
investing company, the information about interest of the associated company or asaciated
undertaking and its sponsors and directors in the investing company shall be disclosed in the
notice of general meeting called for secking membera' approval pursant to section 199 of the Act.

No Director or Chief Executive has any interest in the investing Gompany except in their individusal capacities
a8 "Director/Chief Executive” and/or ag shareholders of the investing Company.The shareholding of Directors
is Mr. Javed Yunus 2,500, Mr. Pervez Yunus 400, Mr. Naved Yunus 1,662,091, Mian Mahboob Ahmad 7,427
and Mr, Umeed Ansari 2,500

Status of approval for investment in Associated undertakings:
assoriated companies and assciated undertakings) Regulations, 2017 the status of approval is as follows:

i. Total investment approved;

Re.60 million, Re. 60 million, Rs.99 million and Ra. 90 million in Askari Life Assurance Co., Ltd were
approved by the shareholders at Annual general meeting and Extracrdinary general meeting of the
company held on January 25, 2019 April 24, 2018, February 04,2017 and September 10, 2016

respectively
ii. amount of investment made to date;
Re. 282 million

reacons for deviations from the approved timeline of investment, where investment decision
was to be implemented in specified time; and

The investment was made to date was within the approved limit. However, we had exceas approval
which was not made due to the price on which shares were available from secondary markset were
higher than the approval limit and alac on the floor the required shares were not offered to aale

iv. material change in financial statements of associated company or associated undertaking
since date of the resolution passed for approval of investment.

There is no material oceurred since the date of approval. However, we expect that Askari Life
Ingurance will be profitable when the group companies ingurance will be underwritten,
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(Rupees in million)
2019 2018 2017 2016 2015 2014

Grosg Premivwn Written

(inclusive of Takaful Operation) 3,442.85 3,124.51 2,631.43 2,066.83 1,767.74 1,419.87

Net Premium Written 1,467.31 1,459.23 1,0564.71 981.29 870.24 T60.24
Investment & Deposits 1,267.50 1,109.08 1,198.46 1,087.01 897.92 T74.06
Investement Income/(Loss) 23.26 (9.22) (47.449) 187.51 33.14 97.17
Total Assets Book Value 3,640.21 2,958.08 2,688.37 2,339.34 1,676.27 1,398.85
Paid Up Capital 1,029.01 762,23 609,78 508.16 451.89 401.50
Share holder's equity 1,425.30 1,123.83 1,050.28 281.70 756.01 664.91
Underwriting Profit 284.74 270.80 228.39 181.26 163.41 139.47
Profit before tax 235.02 148.12 88.80 297.01 183.88 171.77
Profit for the year 183.85 132,29 66.19 282,15 131.26 142,13
Break up value per ghare 13.85 14.74 17.22 19.32 18.74 16.56
Earning per share - basic and diluted 1.81 1.30 0.87 5.56 2,58 3.156
Dividend paid 56.46 40.16 36.60

Bonusa Shares Issued 162.45 152.46 101.63 b6.46 b0.1% 36.60




Honorable shareholders
Asgalamalaikum
It is indeed my great pleasure to welcome all of you to the 37th Annual General Meeting of the company.

At the very beginning, I would like to express my deepest appreciation to you all for reposing confidence in
providing continued support and goodwill to your company, Kindly allow me to present to you the Directors'
Report along with the Audited Finaneial Statements and Auditor's Report for the year ending 31st December,
2019 for coneurrence and approval of this august house.

The Board of Directors of your company is very much cordial and oversees the activities of the management
and Chief Executive Officer. Sound and prudent management regulations implemented by the SECP require
that at least one female be inducted on our Board of Directors. In this regard, we are pleased to inform our
shareholders that Mrs. Rukhsana Saleem has been elected to the role of independent director on our Board
as of 81st March, 2020. Mrs. Rukhsans Saleem is a laureate of Master's in Public Administration from the
prestigious Harvard Kennedy School and served her career in the Federal Administrative Service of Pakistan.
She brings with her 37 years of rich experience serving in both federal and provincial governments and retired
as Federal Secretary in the Government of Pakistan. Before retirement, Mrs. Rukhsana Saleem also served
as Chairperson of Pakistan Reinsurance Company Ltd. We will be privileged to seek her guidance and benefit
from her wealth of experience especially in interacting with both local and global ingurers and reinsurers.

We are also pleased to inform our shareholders that Mr, Saad Yunus has been elected to the Board of Directors
as an executive director, This young induction represents the third generation of the Yunus family taking
part in management of the cormpany. S8aad has earned his Master's in Risk Management from the renowned
College of Insurance in New York City Iollowing undergraduate studies at the University of Virginia's MeIntire
School of Commerce. He began his career in the field of public aceounting, having served at globally recognized
accounting firms such as Deloitte and Ernst & Young. We are confident that his induction will bring fresh,
valuable perspective to improve the operations of your company.

On the matter of coxporate governance, compliance with the requirements of FATF (Financial Action Task
Foree) requires all regulated personsforganizations to adopt suitable measures to counter Money Laundering
and Terror Financing (ML/TF) as directed by the relevant authority in accordance with the nature and size
of business. In this regard, we wish to inform our shareholders that your company has already established
policies, procedures and contrels which are approved by the Board of Directors to manage and mitigate these
risks. Our Compliance Department led by Mr. Johry Lal, Director Audit and Compliance, regularly reviews
compliance performance and submite quarterly reportes to the commiasgion,

ECONOMIC OUTLOOK:

The global economic expansion that began following the recession of 2008 appears to have weakened. The
IMF through its world economie outlook report estimates that the world economy's growth in 2019 will be
3.7% while it projects that the world economy's growth would slow further to 3.6% in 2020. The shrinkage is
mainly due to trade war between USA and China along with residual efforts on many other countries. The
GDP of the USA will decline in 2020 as compared to 2019. The growth in the Eurozone hag declined gignificantly
in the year 2019 so much so that France, Germany, Italy & UK showed negative growth in 2019. Global growth
outlook will be further compromised due to COVID-19 pandemic, due to which many countries are likely to
face negative economic growth rates.

In every democratic country, politics and political stability have a direct relation with the economy of the
country. Pakistan's economy had alwaye been resilient to the pressures of the global economy and hence
showed moderate or to some extent captive growth during the past many decades. In fiscal year 2019, it was
projected that our economy would grow by 3.3% percent. However, we continued to suffer instability arising
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from the recent change of at least three governments from PML-N to care-takers and then finally after the
2018 general elections PTT take-over under extremely difficult socioeconomic conditions, The nascent government
immediately faced a seriouas imbalance of payments and decline in foreign exchange reserves, which fueled
devaluation of the rupee and further increased the liability of the government by many-folds due to repayment
of outstanding loans cbtained from international agencies. As such, lack of legislation, weak judicial system
and weak law enforcement continue to be contributing factors to the politieal instability of the country. We
hope that in 2020, all politieal parties would put their personal intereats aside for the betterment of the
country, especially in light of the COVID-19 pandernic national erisis.

INSURANCE INDUSTRY:

During the year 2019, the insurance industry in the world witnessed destruction of life and property due to
natural catastrophes that inflicted huge losses to the insurance companies. Much of these losses were due to
the tropical cyclones in North America and Japan. The USA was ravaged by losses inflicted by hurricanes,
and the state of California in particular sustained devastation due to some of the most catastrophic wildfires
in its history.

In terms of the Paldatan Inpurance Industry, the overall industry-wise premium statistics are not yet available
for the year 2019, Going forward, the following are some points for us as an industry to consider. Global
Ingurance specialists after conducting a detailed survey found that Pakistan ig ane of the most under-inpured
countries in the werld, They found the insurance penetration rate was less than one percent, with the insurance
aector contributing just 0.7% to GDP of Pakistan. The problems of the low penetration are manifold among
which are lack of awareness about insurance products and services and usefulness of ingurance in the society
and the lives of the people. By maximizing insurance penetration levels, we stand to greatly benefit from the
growth in profitability running hand in hand with steady national sociceconomic growth.

OUR PERFORMANCE

I am pleased to announce that in 2019 your company has received the credit rating of Double A Minus (AA-)
by Paldstan Credit Rating Agency "PACRA" which reflects and signifies the status of our company as strong
financial security. Simultaneously the rating reinforces our sound financial stability to enhance our claims
paying ability in today's dynamic operating environment. This reinforces our strategy which is designed with
the aim of achieving sustainable and profitable growth for cur stakeholders. In order to accomplish our
fundamental goals we must develop a deep understanding of our customers’ needs and provide them
comprehengive insurance servicea to their entire satisfaction, We believe that by attending to this vital goal
for our puccesa the benefit will also trickle down to both cur stakeholders and our valued customers.

Furthermore, you will be pleased to know that in the year 2019, we offered 20% bonus and 16% right sharea
to our shareholders which enhanced our paid up eapital to over PKR one billion. While the SECP required
MCR (minimum eapital requirement) for general ingurers is PKR 500 million, your company has achieved
the milestone of erossing PKR one billion paid up capital. We are confident that enhanced capital base will
improve our rigk-bearing capacity and lead to further upgrade of our credit rating. The Board of Directors
recoghizes the continued efforts of the top management in improving the operational efficiency of the company
for its valued customers and stakeholders.

Amid the challenging business situation in the country and severe competition between the insurance
companies, we were able to achieve reasonably strong performance compared to our peers in the industry.
During the year under review, your company earned gross written premium of PKR 3.44 billion, an increase
of PKR 317.8 million compared to year 2018 resulting in a growth rate of over 10 percent. Our net premium
income stood at PER 1.47 billion, and the underwriting profit stood at PKR 284.74 million resulting in a
percentage of 19.4%. Despite a number of handicapa due to geopolitical and economic crises, your company
has successfully maintained its position in the insurance industry of Pakistan.




A summarized pogition of your company's operations in the year 2019 will be presented in the Directors' Report
for your kind perusal to appreciate the performance of your company.

In the end I express my sincere gratitude to all our stakeholders and reiterate my deep appreciation for the
continuous guidance and support extended to us by our employees and business partners in building our
operations to deliver value to our customers.

I also extend my sincere gratitude to the Managing Director and to all the employees of the company for their
tireless dedication, devotion and efforts made to continually improve the performance of the company.

I also take the apportunity to express my appreciation to our discerning customers, business associates and
stakeholders for their support and inspiration, I sincerely thank my fellow members of the Board of Directors
for their wisdom and guidance.

Thank you to everyone who has been a part of our development and for your steadfast support and trust which
has strengthened the company to its present glory.

With this in mind, I anticipate that Inshallah the company will successfully face the challenges ahead bringing
prospective improvement in overall business results in the year 2020.

May Allah bestow upon us all the choicest blessings (Aamin).

Nmd SN St =

Chlief Justice (Retd.)
Mian Mahboob Ahmad
Chairman

Karachi Dated: 29th April, 2020
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All praiges to Almighty Allgh the moat gracious and merciful,

On behalf of the Directora of your company I have the pleasure in presenting the 37th Annual Report and audited
financial statements for the year ending December 31st, 2019.

Honorable shareholders, respected members of the BOD and my dependable colleagues:
Apgalam Allaikum,

I welcome you all on 37th Annual General Meeting of the company and express my humble gratitude to Almighty
Allah for helping me in successfully closing of annual accounts for the year 2019. By the grace of Almighty Allah
giving us the wisdom and strength to successfully steer the affairs of the company in completing 37 years of its
egtablishment, The succeas of the company ia attributed to the kind and valuable guidance of our chairman, members
of the BOD), shareholders, valued clients and distinguished patrons. I thank them all and look forward for their
continued support in future.

In our normal practice the Board of Directors approves working strategy at the beginning of the year for the
management to adopt and disseminate to operational and marketing staff in underwriting and aelling the products
of company for our valued clients. The prudent management follows the strategy in true letter and epirit to strengthen
our premium bagze and position in the industry. Simulteanecusly, the management continues to invest in profitable
ventures to augment return on equity for the benefit of our shareholders.

The insurance industry in Pakiatan ia relatively small compared to its peers in the region. The perception of security
has changed due to overall change in the security situation in the country thus showing increased demand in
property insurance. The impressive growth is also attributed to the expansion of distribution channels, such as
Banc-aggurance. However, we did not obgerve sizeable aupport from the banke in this regard, Whereas, Window
Taksaful Operations are successfully mansged and producing significant growth in premium income particularly
motor insurance. The credit goes to Insurance Association of Pakistan who proposed to SECP for opening Window
Takaful Operations giving further boost to premium income. You would be pleased to know that we have also
egtablished Window Takaful Operation under the supervision of a qualified and experienced officer at the level of
senior management of your company. Window Takaful is fully operational and we are confident to earn sizeable
contribution under this portfolio which would be adequately protected by national as well as international re-takaful
companieg.

YEARLY PERFORMANCE:

Cnmpa.ny 8 gross written premium grew to PKR 3.25 billion showing an increase of 4.5% in comparison to the
previous year. The net earned premium in the year 2019 was PKR 1.47 billion as against PKR 1.46 billion in the
previous year thus showing a growth of 0.6%. The combined ratio of losses & administrative expenses stood at 54%
in a market which is highly competitive besides being exposed to natural catastrophes, vindicating our strong focus
on our underwriting approach and cost management skills glvmg us advantage over our peers. During year under
review your company has been able to record healthy income in terms of premium and profits demonstrating ability
to abgorb logses without impairing financial security, giving excellent results as provided here under:

Particular 2019 2018 %
(Ra/million) {Re/million) Increase
(Decrease)

Gross Premium 3.25 311 4.5%
Net Premium 1.47 1.46 0.6%
Claimg Paid 0.98 0.91 7.8%
U/W Profit 0.29 0.27 T.4%
Paid-up-Capital 1.08 0.76 85.6%

Shareholder's Equity, Pald up Capital and General Reserve
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FIRE/PROPERTY INSURANCE

The company has underwritten groaa premium of PKR 1.016 billion under fire/property portfolio showing increase
of 8.29% compared to last year, After keeping provision for reinsurancs, claims and management expenses the
company earned underwriting profit of PKR 149 million.

MARINE INSURANCE

Gross premium underwritten in Marine Portfolio including Marine Hull was PKR 397 million, After provigioning
for reinsurance, claims, and mansgement expenses, the company has earned underwriting profit of PKR 60
million. Despite small premium income, this portfolio has shown a better performance compared to other classea
of business.

MOTOR INSURANCE

The company wrote a premium of PKR 471 million against motor insurance including third party and Liability
insurance having tremendous potential to generate premium for the industry. However, due to presence of fake
companied, hona fide companiea are being deprived of their legitimate income due to un-healthy practice and
SECP may initiate suitable measures against unregistered companies in public interest to protect them from
lisbility claima.

ENGINEERING AND BOND INSURANCE

Insurance companies are providing protection against accidental lozses during execution of development projects.
Qur company ie duly registered with Pakistan Engineering Council and various other government authorities
for providing insurance cover to ongoing development projects. In this regard we have extremely cordial relationa
with contractors of national and international repute who normally approach us for seeking insurance on their
projects. Beside insurance of projects, we also prcm.de Professionsal Indemnity insurance to reputed consultants
for their demgn, planning and eonatruction supervision of proposed projects. During 2019 we have underwritten
grosa premium of PKR 1,03 billion through direct and facultative ingsurance,

MISCELLANEOUS ACCIDENT

The deteriorating law & order situation in the country in general in particular in metropolitan cities in particular
resulted in incressed demand for this type of Insurance, As a result, people tend to insure themselves againat
variety of risks. This includes Personal Accident, Household Insurance, Burglary Insurance, Public liability,

Cash in 8afe and Traneit Insurance. In addition, Workmen Compensation also covered under this portfolio. In
the year 2019, we have underwritten gross premium of PKR 98 million in this portfolio.

TRAVEL AND HEALTH INSURANCE

Enst West Inpurance Company is also underwriting Travel and Health insurance through ite corporate offices
in Islamabad and Regional Office (S8outh) Karachi. This port.foho ia robuatly growing th:'ough our countrywide
network of branches, In addition, we are also supporting various travelers who require travel ingurance for
processing VISA by foreign misgions in Pakistan. We are enlisted on the panel of various embassies/consulates
who aceept our insurance policies to process VISAS for travelers. In 2019, we have underwritten gross premium
of PER 163 million.

CROPS AND LIVE STOCK:

Your company participates in the Crop and Live Stock insurance program promulgated by the State Bank of
Pakistan. In the year 2018 the company enhanced its premium of crop and livestock insurance utilizing maximum
benefita available through private and commercial banks. We will continue this aggressive pursuit in 2020 to
generate maximum premium through this portfolio.

Gross Pramlum Underwriiing Profit
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CREDIT RATING

We are pleased to inform our stakeholders that in June 2019 Pakistan Credit Rating Agency (PACRA) upgraded
our IFS Rating to 'AA' Minus (AA-) with stable outlook. This decision reflects the rating agency's confidence in our
atability, reliability, and growth potential We are confident that enhancement of our rating will bring pogitive impact
on our performance and bring substantial growth in our premium incoms.

REINSURANCE ARRANGEMENTS

In keeping with global insurance industry standards, we have maintained adequate reingurance coverage from hoth
local and world-renowned reinsurers. This practice has significantly bolstered our operations, giving us the
strength to underwrite sizable share in policies for even the largest corporate clients. Conrequently, our partner
reinsurers have also expressed their complete satisfaction and consented to renew our treaties for the coming year
2020,

CAPITAL, SOLVENCY, SHAREHOLDER'S FUND:

Your company is proud to report that while SECP minmimum capital requirement for general ingurers is 500 million,
we have raiged our paid-up capital from PKR 762 million in December 2018 to PER 1.029 hillion ag of 31st December
2019.

Furthermore, we are pleased to inform our shareholders that your company offered 20% honug shares and 15% right
shares during the year 2019. Your company's management continues to supplement the paid-up capital to maintain
healthy ratios of gross premium written to capital infussd and gross premium written to shareholders’ equity.

INVESTMENT INCOME:

During the year 2019, our investment income was lower in proportion to the total investment of the company due
to the geopolitical and economir situation in the country. We were expecting to see improvement after the new
government assumed control but despite their best efforts, they weres unable to improve the financial health of the
country. Another reason for the lower investment income was the continuocus decline in the equity market and
connected mutual funds, Unfortunately, economic diatress combined with slow fiscal conaclidation led the State
Bank of Pakiatan to raise the discount rate to make investments more attractive for new investors through higher
rate of returne. Resultantly, demand for equities fell significantly and we decided to divest from underperforming
equity stocks in favor of gecurities with improved returns.

Investrnent & Other Inconme & Profit bafors tax
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EARNING PER SHARE:

Profit after tax as compared to last year hag significantly increaged to Be. 183.85 million, Thig regulted in improved
EPES of PKR 1.81 as compared to last year reported EPS of PER 1.74.
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BOARD COMMITTEES
Your Company maintains following Board committees:
AUDIT COMMITTEE

The Board is responsible for effective implementation of sound internal control eystems including compliance with
control procedures. The Audit Committee is assisted by the Internal Auditor in reviewing the sdequacy of operational
contrels and in monitoring and managing risks so as to provide reasonable agsurance that such system continues
to operate satiefactorily and effectively in the Company and to add value and improve the Company'a operations
by providing independent and objective assurance. The principle responsibility of the Internal Auditore is to conduct
periodic audits to ensure adequacy in operational controls, consistency in the application of policies and procedures,
compliance with laws and regulations,

INVESTMENT COMMITTEE

The investment portfolio of your company is actively monitored under the supervision of qualified staff. Keeping
duration of liabilities, vour company's investment philosophy is based on strong cash generation, backed by prudent
investment of surplus funds with due consideration of timely payment of claims as they arise. The Company has a
Board level investment committee that meets on a monthly basais to review the investment portfolio. The committee
is also responsible for developing the investment policy for the Company.

ETHICS, HUMAN RESOURCE AND REMUNERATION COMMITTEE

The Board formed Ethica, Human Resouwree & Remuneration Committee, which is reaponsible for recommending
to the Board about the introduction and chanpes to the human resource mansgement policies of the Company a=
well as the selection, evaluation and compensation of key officers of the Company.

MANAGEMENT COMMITTEES

As part of the Corporate Governance, your Company maintained following four Management committees which meet
at least once in every quarter;

UNDERWRITING COMMITTEE
The underwriting committee formulates the underwriting policy of your Company. It sets out the criteria for asseasing

various types of insurance rieks and determines the premium policy of different insurance covers. The committee
regularly reviews the underwriting and premium policies of the Company with due regard to accumulation of risk
on the basis of region & business gectors and other relevant factors.

CLATMS COMMITTEE

This committee devises the claims settling policy of the Company. It oversees the claims position of the Company
and ensures that adequate claims reserves are maintained. Particular attention is paid to significant claims cases
or events, which give rise to a series of claimg. The Claima Settlement Committee determines the circumatances
under which the claims dispute to be brought to ita attention and decides how to deal with auch disputes. It also
oversees the implementation of the measures for combating fraudulent claims cases. The Committee also oversees
the newly established Grievance Functions of the Company.

REINSURANCE AND COINSURANCE COMMITTEE

This committee ensurea that adequate reinsurance arrangements are made for the company's busineasea. It peruses
the proposed reinpurance arrangements prior to their execution, reviews the arrangements from time to time and
subject to the consent of the participating reinsurers, makes appropriate adjustments to those arrangements in the
light of the market development, It also assesses the effectiveness of the reinsurance program for future reference,

RISK MANAGEMENT AND COMPLIANCE COMMITTEE

The risk management and compliance committee shall oversee the activities of the risk management function of
the Company and makes appropriate recommendations to the Board to mitigate probable risks falling within the
purview of the risk management function.

MANAGING VARIOUS TYPES OF RISKS

Your company perceives risk management as a means of value optimization and recognizes the importance of internal
wn:jtrol and rigk management in sugtaining our buginess which is expoged to multi-natured rigks ariging from internal
ATk extenml sources.

Rigk recognition and management are viewed by the Company aa integral to its objectives of creating and maintaining
shareholder value, and to the successful execution of the Company's strategies. The principle riska faced by the
company are as follows:

Economic and Political Risk

Economic and political stability ia very important for succesaful business activitiea, However, volatility in the
economie, polifical and financial market in our country makes it very difficult to achieve business target. Your
company always strives for strong underwriting to deal with such riek.
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Insurance Risk

The riek under an insurance contract is the possibility that the insured event occuras and the uncertainty of the
amount of the resulting claim. The primary risk control measure in respect of the insurance riek is the transfer of
the riske to third parties via reinsurance.

Credit Risk

Credit risk is where the company faile to recover from its deb‘l:ora Th.e company manages this risk by careful
underwriting, knowing the customer and their financial strength and also through vigilantly monitoring its credit
eXpOosure,

Liguidity Risk

L1qu1d1ty risk is the risk that the Company will encounter difficulty in meeting its financial obligations as they
hecome due, The Company's approach to liquidity ig to engure, as much as possible, that it will always

have sufficient liquidity to meet its lisbilities when due, under both normal and atress conditions, without incurring
unaceeptable loseee or risking damage to the Company's reputation.

Interest rate Rizk

Interest rate rigk ia the risk that the fair value or future cash flows of a finaneial instrument will fluctuate because
of changes in market interest rates. The Company mansages this risk by critically monitoring change in interest
rates where it has exposure.

Analyais of How the Entity's Performance Met / Exceeded Short of Forward-Looking Disclosures made
in Prior Periods

By the grace of Almighty Allah your company achieved the financial targets for 2018 maintaining its position in the
industry. The Company believes that ita strength lies in customer trust and satisfaction. We are in the industry for
the last thirty five years and we believe that our existence is based on the quality of service, customer satiefaction
and employees' motivation being the key areas where management has always taken necassary measures for

im ment, Throughout the year we have provid to our employecs in house and through ingtitutions
m PII programs to enhance and improve the t:ra.mn'xﬁ]m leads to greater customer satisfaction and increased
trust.

Prospects in 2020

Our performance indicatea that we have achieved the management chjectives maximizing customer satisfaction,
improvement in underwriting results, controlling overhend expenses to Increase the profitability and shareholder's
equity.

The msnagement has devized strategy for the year 2020 to deliver sustainable and profitable growth under the
changing scenario with competitive envlronment We have earned gross premium of over three billion rupees in
2019 we are confident to maintain similar growth pattern in 2020.

The eompany aims to enhance Information Technology resources to get the best posaible aupport from the syatems
and processes to further improve our services to customers.

Corporate Responsibility

While the insurance industry may not be able to prevent nature's ist.ent.ml threats, we are in a good position to
educate and support clients in managing and adapting to climate ris

Inaurers’ risk management gkills will be crucial in helping society cope with the increasing frequency and severity
of extremed events. Emerging climate risks also offer insurers an opportunity to teach policyholdsrs about losa control
and prevention.

As trusted voice on risk issues, we are able to speak with sauthority to policymakers and provide an opportunity to
develop creative products and services to minimize the causes and of climate change. Our sustainability vigion
is to focus c_mkadvocat.ing for climate change adaptation and mitigation, and working with our clients to deal with
emerging risks.

Energy conservation

Every year, we do our in-house Energy Conservation Audit which is bench marked by monthly reports. In thia wg{i
we keep a close watch over our energy conservation. All electrical iteme used in our offices are energy-friendly.
?Jir conditioning units are inverters and lighting systems are based on LED bulbs which are switched off during

Environmental Impact

The company provides cover against various risks exposed to our valued customers. Qur team of qualified and
experiences workera provide p alonalguldaneetoourchentstocreat.eheal y environment for trade and industry
in order for them to carry out their businesa for public in general.

Although in the last few decades insurance industry ia dependent on extenaive use ofcomfuterﬂnformamnn Technology
yet it is still being monitored to contract by human interaction and doee not have any adverse environmental impact.

Consumer protection measures

Emphasis on earning the trust of the customers is our priority. The new inductees are duly apprised with our policies
by our human resource per .




We provide r‘E:tat.eci:u:n'.l to properties of our clients and resultantly enhance the security of their assets thereby
supporting economic progresa of the country and simultanecusly our business portfolio. It 1s also gratifying to
submit thad: depending on our satisfactory services to our exieting customers, we attract new clients on their
recommendation,

Company's relations with astakeholders

Woe have very positive and practical approach towards relations with various stake holders particularly with re, tory
authorities 1.e. Securities and Exchange Commiggion of Pakigtan (SECP), Federal Board of Revenue (FBR), State
aAP)Ba.nk of Pakistan {(8BP), other Insurance Companies, the Reinsurers, and The Insurance Association of Pakistan

The Company Secretary is reaponsible for adhering and implementing all the applicable laws, regulations and
conventions in order to keep the organization at its highest professional standards.

Enow Your Customers (KYC)

We maintain in our database the detailed information of our customera under (KYC). The data base includes
information provided by the FATCA in order te do vigilant underwriting. By keeping the record of our customers
we update our self with the reputation of our clients and their goodwill in the market.

Employment of special persons
The Compsany is an equal opportunity employer, irrespective of gender and physical disabilities.
Occupational safety and heanlth

Fire extinguishers have been installed at various points within the working premises. Further, the Company has
firat aid medical facility in the Head Office & Branches. Health insurance covering hospitalization is provided to
employees by the company with coverage through reputed hospitals in the country.

Sports activities

The Company encourages employees for participating in sports and arrange matches of cricket, football and hockey.
Besideofsptﬁ:tsthecompany also allows employees to arrange picnics at various attractive places in Karachi and other
parts country,

Businesa ethics and anti-corruption measures

The Board has adopted the Staterment of Ethies and Business Practices. All employees are informed and are required
1o observe rules of conduct in relation to business and regulations. Statement of Ethics and Business Practices are
based on integrity, dignity, culture of excellence and ethical dealing with clients, peera and the public.

Relationship with other Stakeholders

Your Company continues to maintain good relationghip with

. Its employees by providing good working environment;

. Its cliente through building trust and providing quality servics;
. Ita competitors in fair market practices;

. The business community through honeat and fair dealing;

- The government through promoting free enterprise along with competitive market aystem and complying
with applicable laws; and

- The aociety in gengr]?ls through providing safe and healthy workplace and provide employees the opportunity

to improve their

PKR in ‘000
APPROPRIATIONS
Profit before tax from General Insurance Operation 228,018
Profit from Window Takaful Operaion 12,010
Profit before tax 235,023
Income tax Expenses (61,177)
Profit after tax 183,846
Other comprehensive income 3,282
Total comprehengive income 187,128
Unappropriated reatated profit at beginning of the year 228,564
Profit for the year 188,846
Issuance of bonus shares (152,445)
Unappropriated profit at the end of the year 259,965
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RELATED PARTY TRANSACTION

At each board mesting the Board of Directors approve Company's transactions with Associated Companies / Related
parties, All the transactions executed with related parties are on arm's length basis,

COMPLIANCE WITH CODE OF CORPOBATE GOVERNANCE

The requirsments of the Code of Corporate Governance eet out by the regulatory authorities have been duly complied
with. A statement to this effect iz annexed with the report.

CORPORATE AND FINANCIAL REPORTING FRAMEWORK

a) The financial statementa prepared by the management of the Company present fairly its state of affairs, the
result of ita operations, cash flow and changes in equity.

b) Proper books of accounte have been maintained by the Company.

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

d} The International Financial Reporting S8tandards (IFRS) or any other regulation or law as applicable in
Pakistan, have been followed in preparation of financial statement and any departure from there has been
adequately dieclosed.

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

f There are no significant doubts upon the Company's ability to continue as a going concern,
g There has been no material departure from the beat practices of Corporate Governance, as detailed in the
listing regulations.

h) The key operating and financial data for the last six years is annexed.
i) The value of investmentas of provident fund baged on their un-audited accounts as of December 31, 2019 was

approximately PKR 72 million.
i The statement of the pattern of shareholding of the Company ss at 31 December, 2019 is included in the
Report.
Board / Sub-Committee Members / Board Audit Ethics, HR. Investment
Secretary Mestings |Committee| & Remmuneration |Committee
Committee
No of Meeting held 06 04 04 12
COMMITTEES ATTENDANCE
Chief Juetice (B) Mian Mahboob Ahmad 04 - - -
Mr. Naved Yunua 06 - - 12
Mr. Javed Yunus 05 03 - -
Mr. Pervez Yunus 06 - - -
Mr. Maheen Yunus 02 - - -
Mr. Umeed Ansari 0B 03 04 12
Mr. Ahsan Mehmood Alvi 06 04 04 12
Engr. Kazim Raza 06 04 - -
Mcr. Shabbir Ali Kanchwala - - 04 12
Mr. Johry Lal - 04 - -
Mr. M. Saced Ahmed - - - 12
Mr. Adil Hussain - - 04 -

Leave of abeence granted to directors and members who could not attend the meeting.
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As required under the Insurance Ordinance, 2000 and rules framed there under, the Directors confirm that:

In their opinion and to the best of their belief of the annual statutory accounts of the Company set out in the
form attached with this statement have been drawn up in accordance with the Insurance Ordinance and any
rules made there under;

The Compeany has at all times in the year complied with the provisions of the Ordinance and rules made there
under relating to the paid-up capital, aolvency and re-insurance arrangements; and

as 6t the date of the statement, the Company continues to be in compliance with the provisions of the Ordinance
and rules framed there under as mentioned above.

AUDITORS

The present auditor's Mfs BDO, Ebrahim & Co., Chartered Accountants retire and being eligible, have offered
themeelves for reappointment. The external auditors hold satisfactory rating by the Institute of Chartered Accountants
of Pakistan (ICAP) as required under their Quality Control Review Program. As suggested by the Audit Committes,
the Board of Directors recommenda the appointment of BDO Ebrahim & Co., (Chartered Accountants) as auditors
of the company for the year 2020 at a fee to be mutually agreed.

APPRECIATION AND ACKNOWLEDGEMENT

We thank our valued clisnts and shareholders for their continued support and confidence which enabled us to
progressively increase our market penetration in order to generate sizeable premium revenue. We algo thank our
reinsurers and brokers for the valuable support in performing our responeibilities.

Insurance Ordinance, 3000

Wo would also like to record our appreciation for the cooperation and professional support by the Insurance Division
of Becurities Exchange Commission of Pakistan. Finally, we also acknowledge the hard-work and dedication of our
marketing tesms, marketing staff, officers and staff members for achieving the desired goals and objectives of the
company and look forward for their continued support in the year 2020.

For and on behalf of the Board of Directors.

- % N ‘/‘

Director Chief Executive Officer

Karachi Dated: April 29, 2020
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WITH THE CODE OF CORPORATE GOVERNANCE
FOR INSURERS, 2016 & LISTED COMPANIES (CODE OF CORPORATE
GOVERNANCE) REGULATIONS, 2019 FOR THE YEAR ENDED DECEMBER 31, 2019

This statement is being presented in compliance with the Code of Corporate Governance for Insurers, 2016 (the

code) for the purpose of establishing a framework of good governance, whereby an insurer ia managed in compliance

g&%%e(%%mgcudmamgwmmdthelmCompa.nies(CudeofCorporat.eremanoe)Re tions,
1 19).

The Company, being an insurer, has applied the principles contained in the Code and the regulations in the following
ImMAanTIer:
1. Elh:l total nla;lmber of directors are 8 as per the following:
e
Femsle : 0
2. The Company encourages the re?resentation of independent non-executive directors and directors representing
minority interest on ite board of directors. At present the Board includes:

Category Names
Independent Directors Mr. Ahsan Mahmood Alvi, Mr. Eazim Raza

Non-Executive Directora | Chief Justice (R ) Mian Mahboob Abmad, Mr. Umeed Ansari and
Mr. Maheen Yunug

Executive Directors Mr, Naved Yunug, Mr, Javed Yunug and Mr, Pervez Yunua

The independent director meets the criteria of independence as laid down under the Code and COCG, 2019,

3. The directore have confirmed that none of them is serving as a director in more than seven listed companiss
including this company excluding the listed subsidiaries of the liated holding.

4, All the resident directors of the company are registered as taxpayers and none of them has defaulted in
an‘ment of any loan to a ba company, 8 DFI or an NBFI or, being a member of a stock exchange, hag
een declared ag a defaulter by that stock exchange.

5. No casual vacancy occurred on the Board during the yesr.

6. The company has prepared a "Statement of Ethica and Bueiness Practice” as Code of Conduct and ensured
that a iate ateps have been taken to disseminate it throughout the company along with its supporting
policiea and procedures.

7. The Board has developed a vigion/migsion statement, overall corporate strategy and significant policies of
the insurer. The Board has ensured that the eon;glete record of particulars of significant policies along with
their dates of approval or updating is maintained by the company.

8. All the powers of the Board have been duly exercised, decisions on materinl transactions and decisions on
relevant matter, including appointment and determination of remuneration and terms and conditions of
employment of the Chief Executive Officer, other executive directora and the key officers, as empowered
by the relevant provisions of the Companies Act, 2017 and COCG 2019 have been taken by the Board;

9. The mestings of the Board were gresided over by the Chairman and in his absence by a director elected
by the Board for this purpose and the Board met at least once in every quarter. The board has complied
with the requirements of Companies Act, 2017 and the Regulations with respect to frequency, recording

i ting minutes of meeting of board;

10. The board of directors have a formal policy and transparent procedures for remuneration of directora in
accordance with the Companies Act, 2017 and these Regulations;

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

12.  Board cof directors comprised of eight directors out of which four directora have obtained "Orientation Course”
organized by ACCA Pakistan, Inatitute of Corporate Governance and four other directors are experienced
and educated enough that exempted them from certification courae;

Directors obtained Orientation Course

Name of the Member Category

Mr. Naved Yunus Chief Executive Director

Mr. Javed Yunus Executive Directors (Marketing)
Mr. Pervez Yunus Executive Directors (Operation)
Mr. Maheen Yunus Non-Executive Director

13. There was no change in the position of Chief Financial Officer (CFQ) & Company Secretary and Head of
Internal Audit in 2019, The Board had, however, approved the increase in remuneration of CFO & Company
Secretary and Head of Internal Audit;

14. The directors' report for thia year has been prepared in compliance with the requirementa of the Code and
COCG 2019 and fully describes the salient matters requirerl to be disclosed;




15.

16.

17.

18.

19.

20.

The financial statementa of the co

Financial Officer before approval

mtﬁgnﬁ ere duly endorsed by Chief Executive Officer and Chief

The Directors, Chief Executive Officer and other executives do not hold any interest in the shares of
the company other than diaclosed in the pattern of sharchelding;

The Comparny has complied with all the corporate and financial reporting requirements of the Code

and COCG 2019;

The Board has formed the following Management Committees:
Underwriting Committee:

Name of the Member Category

Mr. Pervez Yunus Chairman

My, Sajjad Zaffar Member

Mr. SBalim Nawaz Member

Mr. Mubhammad Shareef Member / Secretary
Claim Settlement Commitiee:

Name of the Member Category

Mr. Naved Yunus Chairman

Mr. Javed Yunus Member

Mr. Shabbir Ali Kanchwala Member

Mr. Mazharuddin Member / Secretary

Reinsurance & Co-insurance Committee:

Name of the Member Category

Mr, Naved Yunus Chairman

Mr. Kazim Raza Member

Mr. Salim Nawaz Member

Mr. Byed Arshad Ali Member / Secretary

Risk Management & Compliance Committee:

Name of the Member Category

Mr. Kazim Raza Chairman

Mr. Ahaan Mahmood Alvi Member

Mr. Salim Nawaz Member

Mr. Muzzamil Usman Karim Member / Secretary

The Board has formed an Audit Committee. It comprisea of four members, of whom one ia non-executive
directors. one is executive dirvector and other two are independent directors including chairman of the audit
committee. The composition of the Audit Committee ie as follows.

Audit Committee:
Name of the Member
Mr. Ahgan Mahmood Alvi
Mr. Javed Yunus
Mr.Umeed Anaari

Mr Kazim Raza

My, Johry Lal

Category

Chairman - Independent Director
Member - Executive Director
Member - Non-Executive Director
Member - Independent Director
Secretary - Head of Internal Audit

The Board has formed the following Board Committees:
Ethics, Human Resource & Remmuneration Committee:

Name of the Member
Mr. Ahsan Mshmood Alvi
Mr. Umeed Anaari

Mr. Kazim Raza

Mr. Adil Husssain

Investment Committee:

Name of the Member

Mr, Naved Yunus

Mr. Ahsan Mshmood Alvi

Mr. Umeed Ansari

Mr. Shabhir Ali Kanchwala
Mr, Muhammad Saeed Ahmed

Nomination Committee:
Name of the Member

Mr. Ahasn Mahmood Alvi
Mr. Umeed Ansari

Mr. Kazim Raza

Mr. 8habbir Ali Kanchwala

Category

Chairman - Indspendent Director
Member - Non-Executive Director
Member - Independent Director
Member / Secretary - Admin Officer

Category

Chairman - Managing Director & Chief Executive
Member - Independent Director

Member - Non-Executive Director

Member - Director Finance

Member / Secretary - Accountant

Category

Chairman - Independent Director
Member - Non-Executive Director
Member - Independent Director
Member / Secretary - Director Finance
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21,

23.

24.

25.

26.
27.

28.
29,

30.
31.

a2,

a3.

The meestings of Committess were held at leagt once every quarter prior to approval of interim and final
resulte of the Company and as re%o by this Code. The termas of reference of the Committees have been
ormed, documented and advised to the committees for compliance.

The Board haa get up an effective internal audit function which comprisea of smtabl(nglhﬁedand experienced
staff for the purpose and are conversant with the policies and procedures of the Company and are involved
1in the internal audit function on a regular basis.

The Chief Executive officer, Chief Financial Officer & Company Se Compliance officer and the Head
of Int Audit posses such qualification and experience as required or the Code, Moreover, w
heading the underwriting, claims, reinsurance, risk managemsnt and grievance function posses g ation

and experience of direct relevance to their respective functions, as required under section 12 of the [nsurance
Ordmanoe 2000 (Ordinance No. XXXIX of 5% 0).

Yoy AL D ecior & o b Sa0 thmounting)  Werae T EWT since 1983
. Na unug uni in
L. mguﬁve Officer ”
Mr. S8habbir Ali Eanchwala E‘I:Jef Fmanee Officer & MBA Finance Working in EW] since 1983
m
Mr. Brendin D'Lima LA S Y it Management Graduste Worked in/for_varjous
Insurance Cos, Since 1986
Mr. Johry Lal Chief Internal Auditor &C‘A}Val ) Working in EWI since 2006
L)

Mr. S8aleem Nawaz Head of Grievance Function Finance & Accounting Worked in Financial Institution
for 28 years and has been working

in Ingurance Campanies for 4
Arshad Al Head of Remsu:ance M.A (Economics) Working in since 1986
Mazhar-ud-din Head of Claims Graduate Working in EWI since 1988
Muzammil Usman Karim Com thame MBA Working in EWI gince 2016
Mr Muhammsad Shareef Head of Underwriting Graduate Working in EWI since 1986

The statutory auditors of the Com any have been appointed from the panel of audltors L) roved b
Comm:.ssloglr{n terms of section 48 pa %ﬁe Insurance Srd.lnanee, 2000 (Oi'j XXX&F yThe
statut.ory auditors have confirmed that the: have been ven a gatisfactory rating under the Quall

of the Ingtitute of Ch of Pakistan and registered with Audit, ermght
Boa.rdo Paligtan, thattheyoranyofthepa:tnersoftheﬁrm their spouses and minor children do not hold
shares of the Company and that the firm and all its pa.rt.ne:ra are 1n com with the International
Federation of Accountants (IFA(}2 E_udelmes on Code of ethics an adopt.e b - the Instltute of Chartered
Accountants of Pak.l.stan and tha the partners of the firm involved in the audit are not a
relative (spouse, paren endent ancir non-dependent chil of the chief executive officer,
officer, head of in au it, company secretary or director of the company;

The statutory auditors or the persons agsociated with them have not been appomted to provlde other pervices
except in accordance with the Companies Act, 2017, these Regulations or 1;0127 reqm.rement
and the auditore have conflrmed that they have observed IFAC guldehnes in this regard.;

The Board ensures that the Inveatment Policy of the Company has been drawn up in accordance with the
provigions of the

;I‘ﬁ:e(]:?-odagd ensures that the risk management system of the Company is in place as per the requirements of
e Lo

The Company has set up a Risk Management funetion, which carries out its taske as covered under the Code;

TtI;% 12'%-;1 has been rated by PACRA the rating agency on November 29, 2019 is AA- (AA Minus) with
8

The Board has set up Grievance function in Compliance with the requirements Code;

Elh:e Egﬁmﬂ obta;:tl:gf m eca‘:;amptmn from the Securities and Exchange Commission of Pakistan

We confirm that all other material principles contained in the Code and COCG 2019 i.e. 8, 27,532,338 and 36
have been complied with except;
any has two independent directors whereas as d;er the reti:huement of Re tion No. 6 of the

The
COCG 2011“.‘1.9 the independent directors should be either Z or 1/3 of Board (whichever is higher). The
required limit of Independent directors will be complied in the next year i.e, 2020 .

The Company doeg not hayve a female director which is 8 non-compliance of regulation No, 7 of the COCG
2019. However, 88 allowed by the said regulation, femsale director will be inducted in the next election of

TheComp has three executive directors out of eight elected directors, which exceed the allowable
of executive s onh the BOard of Directors as res ulred by the Cofle 8 of COCG 2019 and the%o'o!fe

comp l%?ﬁ“f:ﬁ A n.ab. le progress to comply with the requirement and in the next year comphance

tion for non-complnmce with requirements, other than regulations 3, 6, 7, 8, 27, 32, 33 and 36 are

b

The functlons of CFQ & Company Secretary ars erform same person. However, mansgement
is lookang for a suitable candlpdat.e for the post of Chi &%mnnmnl &nﬁr in the upcoming Board meeting,
a person will be designated to perform responsibility of the Chief Fmancml Ofﬁcer

Ulanrlentd e o
Director Chief Executive Officer

Dated: April 29, 2020




TO THE MEMBERS OF EAST WEST INSURANCE COMPANY LIMITED ON
THE STATEMENT OF COMPLIANCE CONTAINED IN THE CODE OF
CORPORATE GOVERNANCE FOR INSURERS, 2016 AND LISTED
COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2019

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of
Corporate Governance for Insurers, 2016 and Listed Companies (Code of Corporate Governance) Regulation,
2019 (the Regulations) prepared by the Board of Directors of East West Insurance Company Limited for the
year ended December 31, 2019 in accordance with the requirements of regulation 36 of the Listed Companies
{Code of Corporate Governa.nce) Regulations, 2019 and provision Ixxxvi of code of corporate governance for
insurers, 2016,

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

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

The tions require 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, ite related party transactions
and also ensure comphance 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 at arm's length price or not.

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

Further, we highlight below instances of non-compliance with the requirements of the Code and Regulations
ag reflected in the paragraphs 32 and 33 of the Statement of Compliance:

Code of Corporate Governance for Insurers, 2016
8.No.| Reference Description

1 iii{b) The Company has three executive directors out of eight elected directors, which
exceed the allowable proportion (one third of elected directors) of executive
directors on the Board of Directors as required by the Code.

2 xx The functions of CFO & Company Secretary are being performed by the same
Person.

Code of Corporate Governance Regulation for Listed Companies, 2019

5.No.| Reference Description
1 24 The functions of CFO & Company Secretary are being performed by the same
person.
or——
BDO Ebrahim & Co.,
Chartered Accountants

Engagement Partner: Zulfikar Ali Causer

Karachi Dated: 29th April, 2020
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with the Best Practices on Transfer Pricing

The Company has fully complied with the beat practices on Transfer Pricing as contained in the

Listing Regulations of the respective Stock Exchange.

a

NAVED YUNUS
Chief Executive Officer

Karachi Dated: April 29, 2020
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[1Head Office

1t Registered Office
< Principal Office

© Branches

® Agencles

Area Under
Principal Office North
- Principal Office Punjab
W Principal Office South




years
WES

£, LTR,

REGISTERED OFFICE 27, Regal Plaza, Jinnah Road, Quetta.
Tel : EOBI; 2822913, 2821397
Telsfax: (081) 2821460

HEAD OFFICE 401-404, Block ‘B’, 4th Floor,

Lakson Square Building No.3,

Sarwar Shaheed Road, Karachi,

Tele : §021 36630400-11

Fax : (021) 35630413, 356630416

Website: www.eastwestinsurance.com.pk
E Mail : ewire@cyber.net.pk

E Mail : info@eastwestinsurance.com.pk

PRINCIPAL OFFICES

NORTH Al-Agghar Plaza, 20, Blue Area, F-6, Islamabad.
Tel : (051) 2276663-5
Telefax : (051) 2822207
E Mail : eagtwesting.north@yahoo.com

PUNJARB 1st Floor, Nagi Arcade,
71-8hahrah-e-Quaid-e-Azam, Lahore,
Tel : (042) 36306573, 36306589, 36370708, 836375663
Telefax : (042) 36361479, 36368841
E Mail : ewipop@eastwestingurance.com.pk

SPECIALIZED DIVISIONS UNDER HEAD OFFICE

CORPORATE DIVISION lat Floor, Plot No. 23-C,
Khsayaban-e-Itihad, Phase-II,
DHA, Karachi.
Tel : (021) 35887871-74
Emasail : corporatedivision@eastwestinsurance.com.pk

WINDOW TAKAFUL 401, 4th Floor, Bussiness Centre,
OPERATIONS Mumtaz Hasan Road, Karachi.
Tel : (021) 35897871-74
Email : corporatedivision@eastwestinsurance.com.pk

CROP &1110]1‘, Blogk ‘B, 4}1;h _llT&t_Jor,N 2
akson Square Building No.3,
DIVISION Sarwar thaheed Road, Karachi.
Tal : 5021; 35630400-11
Fax : (021) 356304156

ENGINEERING 401-404, Block ‘B’, 4th Floor,
DIVISION Lakson Square Buildin%l;loj
Sarwar Shaheed Road, rachi.
Tel : {(021) 35630417
Fax : (021) 35630413

BRANCH OFFICES UNDER PRINCIPAL OFFICE (SOUTH) KARACHI

GULISTAN Office # 303,3rd Floor, Islamabad
KHAN HOUSE Gulistan Ehan Houese, Rawalpindi
BRANCH Fazal-e-Haq Road,

Bluse Ares, Islamabad.
Tel :(051) 2802491-4
Fax :(0b61) 2802490

EURQOPA CENTRE Europa Centre, Room No. 206, 2nd Floor, Karachi
BRANCH Haarat Mohani Road, City
Off. 1. I. Chundrigar Road, Karachi.
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CORPORATE DIVISION

REGIONAL OFFICE
(SINDH)

1st Floor, Plot No. 23-C,
Khayaban-e-Itihad, Phasge-II,
DHA, Karachi.

House No. C-217, Naseem Nagar,
Qasimabad, Hyderabad Cantt.
Cell :0301-3527060

Karachi
City

Sindh (Except Sindh)
Hyderabad, Tando Jam
uhammad, Matiari

BRANCH OFFICES UNDER PRINCIPAL OFFICE (NORTH), ISLAMABAD

PRINCIPAL OFFICE
(NORTH)

ISLAMARBAD
SNC BRANCH

REGIONAL OFFICE
(GILGIT - BALTISTAN)

REGIONAL OFFICE
KHYBER - PAKHTOON
KHAWAH

REGIONAL OFFICE
(BALUCHISTAN)

ISLAMABAD
AABPARA BRANCH

Al-Asghar Plaza, 20, Blue Ares,
F-6 Islamabad

Tel :(051) 2276663-5

Fax :(0bl) 2822207

12.D, S8NC Center, 4th Floor,
Office No 2, Fazal-e-Haq Road,
Blue Area, Islamabad

Tel :(051) 2201696

Fax :(051) 2201231

Shahrah-e-Quaid-e-Azam
Zulfigar Abad

Jutial Gilgit.

Tel : {(05811) 455279
Fax : {(05811) 455232

8th Floor, State Life Building

35,The Mgll, Pegshawar Cantt,

Tel : (091) 6276438, 5273933, 5276439
Telefax: (091) 5273513

27-28 Regal Plaza,

M.A.Jinnah Road Quetta .

Tel : {081) 2822913, 2821397
Telefax: (081) 2821460

Flat No. 4, Block No. 2,
Pervez Market, Sector

G-6/1-1, New Aabparsa,
Islamabad.

Tel :(061) 2602889

Fax : (061) 2602889

Gilgit Baltistan
Frontier
Baluchistan Region

Islamabad
Rawalpindi

Gilgit, Diamer,
Skardu, Hunza,
Ghizer, Nagar,
Astore, Shiger,
EKharmang, Ehaptu

Khyber Pakhtoon Khwah

Baluchistan

Except Coastal Belt
Quetta

Chaman

Ziarat, Ehuzdar

Ialamabad
Rawalpindi




BRANCH OFFICES UNDER PRINCIPAL OFFICE (PUNJAB), LAHORE.

PRINCIPAL OFFICE
(PUNJAB)

AGRI DIVISION

REGIONAL OFFICE
(LAHORE)

MILLAT TRACTOR
BRANCH

SQA BRANCH (LHR)

MALL BRANCH (LHR)

laet Floor, Naqi Arcade,
71- 8hahrah-e-Quaid-e-Azam, Lahore

Tel : (042) 36306573, 89, 362755663, 36370703

Fax : (042) 36361479, 36368841
E-mail : ewipop@eastwestinsurance.com.pk

1st Floor, Naqi Arcade,
71- Shahrah-e-Quaid-e-Azam, Lahore

Tel : (042) 36306573, 89, 363'755653, 36370703

Fax : (042) 36361479
E-mail : sewipop@eastwestinsurance.com.pk

let Floor, Naqi Arcade,

71- 8Bhahrah-e-Quaid-e-Azam,

Lahore

Tel  :(042) 36370703

Fax : (042) 36361479, 36368841

Moabile : 0321-4684047

E-mail : ewipop@eastwestinsurance.com.pk

Millat Tractor Limited,

Sheikhupura Road,

Lahore.

Tel ; (042) 37910318

Mobile : 0321-4680436

UAN :111-200-786 Ext. 446

E-mail : ewipop@eastwestinsurance.com.pk

1at Floor, Naqi Arcade,
71-8hahrah-e-Qaid-e-Azam,

Lahore.
Tel 1 042-363065689
Fax : 042-36361479

Mobile : 0323-4451065
E-mail : ewipop@eastwestingurance.com,.pk

1at Floor, Naqi Arcade,
71-8hahrah-e-Qaid-e-Azam,

Lahore.

Tel : 042-36376563

Fax : 042-36361479, 36368841

Mobile : 0321-4781111

E-mail : ewipop@eastwestinsurance.com,pk

Punjab

Punjab

Lahore City

Lahore

Lahore

Lahore

EAST
3 i WEST
T
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KASUR

OKARA

REGIONAL OFFICE:

GUJRANWALA

SIALKOT

REGIONAL OFFICE

FAISALABAD

BREGIONAL OFFICE

MULTAN

BAHAWALPUR

Opp. Jamia Magjid Noor,
Railway Road,

Kasur

Tel :(0492) 770732
Mobile : (D300) 6599688

M.A. Jinnah Road,
Okara.

Tel : (0442) 522388
Mobile : 0321-6950324

Truszt Plaza Block "C", G.T. Road,
Gujranwala.

Tel : (086) 3846106

Fax :(055) 3846107

E-mail : 0321-7466866

Al-Khalil Centre,
Kashmir Road,

Sialkot.

Tel : {052) 3240270
Mobile: 0301-8624101

3rd Floor, Sona Bazar Plaza,
Inside Circular Road, Faisalabad.
Tel 1 (041) 2413043, 2628471
Mobile : 0300-7624798

Upper Story LCS Express Centre,
Opp. Hajveri Arcade, Kutchery Road,
Multan

Tel : (0D61) 4512502, 4500854
Mobile : 0301-8448149

02-Rainbow Shopping Centre,
Chowk Sraiki,

Bahalwalpur.

Tel : (062) 2875182
Mobile : (0300) 6825874

Kasur
Chunain
Bhai Pheru
Pattoki
Raiwand
Kahra

Okara
Depalpur
Basairpur
Renala Khurd

Gujranwala
Wazirahad
Gujrat
Lalamusa
Kamoks

Sialkot
Dagka Narowal
Shakar Garh

Faigalabad
Jaranwala
Samundri
Gujra Jhang

Southern Punjab
Multan
Khanewal
Muzaffargarh
Layyah

Bahalpur
Ahmedpur Easat
Yazman
Lodhran
Duniyapur
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AGENCIES UNDER PRINCIPAL OFFICE (SOUTH), KARACHI

EHAIRPUR MIRS

LARKANA

B24, Mohallah Tappali Street EKhairpur Mirs, Gambat
K'hau'pur Mir Ranipur, Kotdigi
Tel (0243) 552275 Pacca Chang, Nara
Thari Mirwah
Mehrabpur
Nesar Lal Bungalow, Larkana, Jacobabad,
Farooq Ali Street, Shahdad Kot, Kandh Kot,
Dari Mohalla, Larkana Eamber, Warrah, Thul,
Tel :(074) 4045582 4045753 Miro Khan, Nauket,
Mob : 0300-3511750 Naudero

AGENCIES UNDER PRINCIPAL OFFICE (NORTH), ISLAMABAD

ISLAMABAD

ABBOTTABAD

ATTOCK

CHITRAL

GILGIT

HUNZA

KOTLI (A.E)

MARDAN

MIRPUR (A.K)

MUZAFFARABAD

Flat No. T/6, 3rd Floor, Islamabad
Arshad Shareef Plaza, Capital
G-1I Markaz, Islamabad. Territory

Tel :(051) 2361125
Fax :(051) 2361126

Dr. Sher Afzal Plaza Abbottabad

The Mall, Abbottabad. Mangehra

Cell :0301-8704094 Kohistan

F-37, Sheikh Zafar Plazsa, Attock, Fateh Jang
Madni Chowk, Attock City. Pindi Gheb.

Tel : (067) 2611726

Branch Office, Mir Market, Mir Chitral
Governor Cottage Road, PIA Chowk,

Chitral. Tel: (0943) 414600

Cell : 0345-3357618

Zulfigarabad Gilgit

Jutial Gilgit Diamer
8kardu.

Aliabad, Main Bazar, Hunza

Hunza.

H.No.167/C, Lane No.56D, Kotli (A.K)

Lalazar, Kotli (A.K)

Bank Road, Mardan

Mardan.

Tel :(0937) 867639

92-G-1, Part Hall Road, Mirpur (A.K)
Mirpur (A.K)

Village Kamar Bandi, Muzafarbad.
Muzafarbad (A.K.)

EAST
WEST
a iy
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RAWALPINDI-I Plaza No.88, 2nd Floor, Islamabad
Near Bank Al-Falah, Rawalpindi
Civic Centre,
Bahria Town,
Rawalpindi.
Cell : 0331-56565484

RAWALPINDI-II 66/A, Malik Plaza, Islamabad
Room # 8, 2nd Floor, Rawalpindi
Bank Road,
Rawalpindi Cantt.
Tel : (051) 6564173
Cell :0333-5583342

RAWALAEKOT Clo. Manager, RAWALAKOT BAGH
(AZAD JAMMU & SME Bank Limited POONCH
KASHMIR) Near G.P.0. CMH Road,

Rawalakot (A.J.K.}
Tel : (058710) 43681

SKARDU-T Near Yadhar Chowk, Skardu
Skardu.

SEARDU - I1 Jawad Glass House Skardu.
New Bazar, Skardu

ZULFIQARABAD Goner Farm, Teh, Challas Zulfigarabad

Distt. Diamir, Gilgit.

AGENCIES UNDER PRINCIPAL OFFICE (PUNJAB), LAHORE.

BAHAWALPUR 02-Rainbow Shopping Centre, Bahawalpur
Chowk Sraiki, Ahmedpur East
Bahalwalpur. Yazman
Tel : (062) 2875183 Lodhran
Mobhile ; {0300) 6825874 Duniyapur
D.G.KEHAN Houge No. 388-C, Khyaban-e-Sarwar. D. G. KEhan
Dera Ghazi Ehan Taunsa Sharif, Alipur,
Tel : (0642) 470671 Jampur, Rajanpur,
Mohile : (0333) 6477885 Kot Mithan
KHANPUR 366-Model Town-B, Khanpur. Khanpur
Mobile : 0301-8671713 Liaquatpur

Sadigabad, R.Y, Khan

RAHIM YAR KHAN Upper Story, Rahim Yar Ehan
Micro Finance Bank,
20-Model Town, Rahim Yar Ehan.

ZONAL OFFICE Al-Khalil Centre, Sialkot
SIALEOT Kashmir Road,
Sialkot.

Tel : (052) 8240271-3
Fax : (052) 3240270
Mobile : (0301) 8624101
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Report on the Audit of the Financizal Statements
Opinion

We have audited the annexed financial statements of EAST WEST INSURANCE COMPANY
LIMITED, (the Company), which comprise the statement of financial position as at December 31,
2019, and profit and loss account, statement of comprehensive income, the statement of cash flows,
the statement of changes in equity 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, profit and loss account, statement of comprehensive income, the
statement of cash flows and the statement of changes in equity together with the notes forming
part thereof conform with the accounting and reporting standarde as applicable in Pakistan and
give the information required by the Insurance OQrdinance, 2000 and the Companies Act, 2017 (XIX
of 2017), in the manner so required and respectively give a true and fair view of the state of the
Company's affairs as at December 31, 2019 and of the profit and other comprehensive income, its
cash flows and the changes in equity for the year then ended.

Basig for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable
in Pakigtan. Qur 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.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Following are the Key audit matters:

S. No. Key audit matters How the matter was
addressed in our audit

1, |Compliance with laws and regulations

The Company is in highly regulated industry | Our audit procedures in respect of this area
and is governed by stringent lawe and included the following:

regulations which mainly include Insurance
Ordinance, 2000, Insurance Accounting
Regulations, 2017, Insurance Rules, 2017
and Companies Act, 2017, and various
circulars issued by the SECP from time to
time to regulate the business of the

*+ Obtained an understanding of the
relevant legal and regulatory framework
within which the Company operates and
ageessed the design and operation of ita
key controls over this framework.
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S. No, Key audit matters How the matter was
addressed in our audit

Company. The Company is required to | * Discussed the applicable peolicies and
comply with these rules and regulations. procedures with senior management and
We have considered compliance with laws reviewed Board papers, and internal
and regulation as a key audit matter since | %1t 18P0V for a1y recorced instances

failure to comply with any of these applicable S . ) .. ’
laws and regulations could have a material mamtamed:. high tl;alvel Of:;fﬂm;hm
financial impact on the business of the carry:mg.ou JOUT GLUET AL procecures
Company. for indications of non-compliance.
+ Reviewed the Company's documentation
and correspondence with the regulators.

2. |Valuation of investments

The Company's invesiment comprises
investments in equity and debt instruments.
As at December 31, 2019 total net investment
amount is Rs. 1,239,092 million,

The valuation of these investments is made
using different valuation techniques as
disclosed in note 11, 12 and 13 to the
financisl statements.

The Company's accounting policy and
movement in the year in the investments
balances are disclosed in note 6.8 and 41 to
the financial statements.

We have considered this as a key audit
matter in view of the significance of these
investmenta in relation to the total assets
of the Company.

Valuation of investments were addressed
by applying following procedures:

+ Ewvaluated the design and implementation
of key control around investments;

+ Re-performed valuation to assess that
investments are carried as per the
valuation methodology specified in the
accounting policies;

+ Performed purchases and sales testing
on sample basis of trades made during
the year and checked that transactions
were recorded in the correct period as
part of investment in case of purchases.

* Checked the existence of the securities
from the Central Depository Company's
report;

= We also reviewed management's
assesgment of whether there are any
indicators of impairment including those
securities that are not actively traded;
and

Furthermore, we also assessed the adequacy
of the respective disclosure relating to
investments as disclosed in the financial
statements,
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8. No.

Key audit matters

How the matter was
addressed in our audit

3‘

Control environment relating to the financial reporting process and

related IT systems

The IT control environment relating to the
financial reporting process and the
application controls of individual IT aystemsa
have an impact on the selected audit
approach.

Asg the financial statements are based on
extensive number of data flows from multiple
IT systems, consequently the financial
reporting control environment is determined
as a key audit matter,

Our audit procedures included evaluation
of the financial reporting process and related
control environment, as well as testing of
the effectiveness of controls including general
IT controls. Our audit procedures focused
on testing the reconciliation and approval
controls as well as on evaluating the
administration of access rights.

Qur audit procedures extensively congisted
of several substantive procedures as well as
data analysis relating to the most significant
balances on the profit and logs account and
statement of financial position.

4.

Valuation of outstanding claims
not reported (IBNR)

including claims incurred but

Ag disclosed in note 28 to the financial
statements, outstanding claims including
IBENR smounting to Rs5.596.061 as at
December 31, 2019,

The outstanding claims including IBNR
represented significant portion of the
Company's total liabilities.

We focused on this area because the
valuation of outstanding claime including
IBNR are significant in magnitude and
requires use of judgment and estimates.
Outstanding claime including IBENR are
estimates for settlement of claima in future
which are impacted by a number of factors
which includes the trends in severity of
historical elaims, frequency of historical
claims and changes in government

regulations,

The valuation involves complex and
subjective judgments about future events,
both internal and external to the business,
for which small changes in assumptions can
materially impact the valuation of these
liabilities.

Qur audit procedures in respect of this area
includes the following;

We assessed and tested the operating
effectiveness of selected key controls relating
to the claims handling and reserving process,
including controls over completeness and
accuracy of the claims estimates recorded.

Substantive tests were performed on the
amounts recorded for a sample of claims
notified, focusing on those with significant
impact on the financial statements, to assess
whether the claims are appropriately
estimated and recorded.

Tested the completeness and accuracy of the
underlying data used in the valuation of
outstanding claims including IBNR.

We assessed the adequacy of the disclogures
by reference to the relevant accounting
standards and applicable regulations.

EAST WEST INSURANCE CO., LTD. - ANNUAL REPORT 2018 .




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

Mansagement 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 statementa does not cover the other information and we do not expreas
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 the accounting and reporting standards as applicable in Pakistan and the
requirements of the Insurance Ordinance, 2000 and the Companies Act, 201 7(XIX of 2017) and for
such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management ig responsible for assessing the Company's
ability to continue as a going concern, discloging, 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 ISAs as applicable in Pakistan will always
detect & material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements,

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

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




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

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

. Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the 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. Qur 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 & 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.

We aleo provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other

matters that may reasonably be thought to bear on pur independence, and where applicable, related
safeguards.

From the matters communicated with the beard of directors, we determine those matters that were
of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We deacribe these matters in our auditor's report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing
s0 would ressonably be expected to outweigh the public interest benefits of such communication,

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

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

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

¢) investments made, expenditure incurred and guarantees extended during the year were for
the purpose of the Company's business; and
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d)  no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980),

The engagement partner on the audit resulting in this independent auditor's report is Zulfikar Ali
Causer.

o

BDO Ebrahim & Co.
Chartered Accountants

Karachi Dated: 29th April, 2020




AS AT DECEMBER 31, 2019

ASSETS
Property and equipment
Intangible assste
Inveatment properties
Inveatments
Equity securities
Debt securities

Term deposita

Loans and other receivables

Insurance / reinsurance receivablea

Reinpurance recoveries against
putstanding claims

Deferred commission expense

Deferred taxation

Prepayments

Cash and bank

Total asseta of takaful operations

TOTAL ASSETS

Note

10

11
12
13

14
15

28
29
16
17
18

3

(Rupees in ‘000)

2019 2018
146,186 155,312
1,197 1,408
48,6656 50,442
683,477 826,476
213,916 183,761
341,700 64,071
1,239,093 1,073,308
150,261 41,332
550,314 289,763
465,460 442,006
328,921 172,216
11,899
578,016 624,193
28,403 36,777
3,538,366 2,897,656
103,843 80,425
3,640,209 2,958,081
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EQUITY AND LIABILITIES
Capital and reserves attributahle to
Company's equity holders
Ordinary share capital
Reservea

Unsappropriated profit

TOTAL EQUITY

LIABILITIES
Underwriting provisiona
Outstanding claims including IBNR
Unearned premium reserves

Unearned reinsurance commiasion

BRetirement benefit obligationa

Liabilities against assets subject to
finance lease

Deferred taxation

Premium received in advance

Inaurance / reinsurance payables

Other creditors and accruals

Taxation - net

Total liabilitiea of takaful operations

TOTAL LIABILITTES

TOTAL EQUITY AND LIABILITIES

CONTINGENCIES AND COMMITMENTS

Note

19
20

28
27
29

21
16
22
23
24
25

26

(Rupees in 000)

2019 2018
1,029,007 762,227
136,330 133,048
258,965 228,564
1,425,302 1,123,839
596,061 594,943
1,252,184 981,543
130,736 99,091
1,978,991 1,675,577
2,197 1,741
13,983 21,503

3,939

35,554 13,888
18,638 12,714
91,287 77,956
31,705 25,954
38,613 4,909
2,214,907 1,834,342
3,640,209 2,958,081

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

N A B o /

Chairman Chief Executive Officer

Karachi Dated : 29th April, 2020
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FOR THE YEAR ENDED DECEMBER 31, 2019
{(Rupees in ‘000)

Note 2019 2018
Net insurance premium 27 1,467,318 1,459,230
Net insurance claims 28 (642,479) (638,992)
Net commission 29 (254,775) (291,174)
Insurance claima and acquiaition expensea (897,254) (926,166)
Manggement expenges 30 (285,817) (263,265)
Underwriting reaulta 284,742 270,799
Gain / ( Loss) on inveatment 31 23,254 {(9,220)
Rental income 32 4,840 6,438
Other income 33 63,999 6,952
Other exponses 34 (150,969) (126,505)
Results of operating activitiea 225,866 148,464
Finance cost 35 (2,853) (1,428)
Profit / loes before tax from window takaful operations - Operator's Fund 12,010 (920)
Profit before tax 286,023 146,116
Income tax expense 38 (61,177) (13,724)
Profit after taxation 183,846 132,392
Earnings per share - basic and diluted (Restated) 37 1.81 1.30

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

- . wik
Ny e D e I ot / 1 T @mk-MQ&/.,. M

Chairman Chief Executive Officer Director Director Chief Financial Officer

Karachi Dated : 28th April, 2020
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FOR THE YEAR ENDED DECEMBER 31, 2019

(Rupees in ‘000)

2019 2018
Profit after tax 183,846 132,392
Other comprehensive income
Items that may be reclassified subsequently to profit and
loss secount
Unrealized gain / (loss) on available for gale investmenta - net
of deferred tax 142 (68,071)
Reclassification of loss included in profit and loss account 7.1 3,140
3,282 (68,071)
Total comprehenaive income for the year 187,128 74,321
The snnexed notes from 1 to 48 form an integral part of these financial statements.
. ,‘)J ) ‘{_- y/""/.
Sty e Tk e Chamlortnd B gl
Chairman Chief Executive Officer Director Director Chief Financial Officer

Karachi Dated : 29th April, 2020




FOR THE YEAR ENDED DECEMBER 31, 2019

(Rupeea in ‘000)

Share capital Regorves
Tasued, Unrealisedlose  mora) | Guappeopristed
subseribed f::;_‘: m;{i'v::'{#ll:n reserves profit Total
and paid-up invagtm:ts
Balance as i January 01, 3018 {as reported) 609,752 200,000 (8,881) 191,119 248,617 1,049,518
Total comprehensive income for the year
Profit after tax ; . ; . 132,392 132,362
TInrealized lops an revaluation of available
for sale investments - - {58,071} (58,071) . {58,071)
(58,071) (58,071) 182,392 74319
Isgue of honus sharea
{25 bonus shares for evey 100 shares held) 152,445 - - - {152,445
Balance as at December 31, 2018 762,227 200,000 (66,952) 133,048 228,664 1,123,899
Balance as at January 01, 2019 762,227 200,000 (66,952) 133,048 228,664 1,123,839
Total comprehenaive income for the period
Profit after tax - - - - 183,846 183,848
Unrealized loas on revaluation of available
for sale investmenta - - 142 142 - 142
Reclassification of loes included i profit
und loas aseount ; . 3,140 3,140 . 3,140
3,982 3282 183,848 187,130
Tsgue of bonus shares
{20 bans shares for evey 100 shares held) 152,445 - - - {152,445)
Isgue of Right sharss
{15 right sharee for every 100 sharee held) 114,335 - - - - 114,335
Balance s at December 31, 2019 1,029,007 200,000 (63,670) 136,330 259,965 1,425,302

The annexed notes from 1 to 48 form an integral part of these fmancial statements,

s s S D 3 / . 4 j’} Uerteribie. M

Chairman Chief Executive Officer Director Director Chief Financial Qfficer
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FOR THE YEAR ENDED DECEMBER 31, 2019
{Rupees in ‘000)

Note 2019 2018
OPERATING CASH FLOWS
a) Underwriting activities
Premium received 3,152,820 3,081,195
Reingurance premium ceded (1,802,108) (1,708,215)
Claims paid (983,422) (912,411)
Reinzurance and other recoveries received 318,607 310,969
Commission paid ({735,849) {594,092)
Commission received 355,308 303,024
Underwriting payments (289,042) {2658,675)
Net cach generated from underwriting activities 216,311 221,795
b) Other operating activities
Incoms tax paid (31,506) (34,335)
Other expenses paid (120,432) (98,835)
Other operating (payments) / recsipt {115,370) (55,067)
Net cash used in other operating activities (267,308) (188,237
Net cash generated from all operating activitiea (50,997} 33,558
INVESTING ACTIVITIES
Invegtment income received 23,332 10,626
Dividend received 41,258 26,892
Other income received 13,460 9,929
Payments for investments (668,019) (27b,457)
Proceeds from disposal of investment 764,311 263,510
Fixed capital expenditures (16,267) (66,987)
Purchase of investment property (6,555) -
Proceeds from disposal of fixed assets 55,884 14,065
Net cash uged in investing activities 206,404 (17,622)
FINANCING ACTIVITIES
Loan received from director 40,346 279,344
Loan repaid to director (29,916) (279,477)
Received Right subscription money 114,335 -
Payment of finance lease rentals exclusing financial charges (7,520} (5,880)
Payment of finance lease (2,397 (897
Net cash (used in) / generated from financing activities 114,848 {6,910)
Net cash increase in cash and cash equivalent 270,255 9,126
Cash and cash equivalents at beginning of the year 99,848 90,722
Cash and cash equivalents at end of the year 370,108 09,848

The annexed notea from 1 to 48 form an integral part of theae financial gtatementa.

Y ﬁ bk S W

Chairman Chief Executive Officer Director Director Chief Financial Officer

Karachi Dated : 29th April, 2020
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{Rupees in ‘000)

Note 2019 2018
Reconciliation to profit and loss account
Operating cash flows (50,997) 38,668
Depreciation expense (25,621) (21,281)
Profit on diaposal of fixed assets 47,420 4,940
Investment income 15,581 13,776
Dividend income 41,258 26,892
Logs on investment pecuritien (47,190) (48,678)
Other income 14,881 14,881
Losa on takaful operations 12,010 (920)
Increase in asseta other than cash 530,821 320,728
Decrease in operating liabilities (363,097) (211,304)
Proflt after taxation 188,846 132,382
CASH AND CASH EQUIVALENTS
Cash for the purpose of statement of ¢cash flows consist of:
Caagh and other equivalents 128 T8
Current and other accounts 28,276 36,701
Deposits maturing within 12 montha 341,700 64,071
370,108 99,848

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

. sk -
\w—&.&_—_-&*w“{?— ""P ‘J 4 /:/ &MLM@‘ M

Chairman Chief Executive Officer Director Director Chief Finanecial Officer

Karachi Dated : 29th April, 2020
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FOR THE YEAR ENDED DECEMBER 31, 2019

1 STATUS AND NATURE OF BUSINESS

East West Insurance Company Limited (the Company) was incorporated gs a public limited company
in the year 1983 under the repealed Companies Act, 1913 (now Companies Act, 2017). The shares of the
Company are quoted on the Pakistan Stock Exchange. The Company is engaged in the general insurance
businees comprising of fire and property, marine, aviation and transport, motor and miscellaneous ete.
The company commenced Window Takaful Operations (WTQ) from May 08, 2018 as per Securities and
Exzchange Commisgion of Pakistan (SECP) Takaful Rules, 2012,

2 GEOGRAPHICAL LOCATION AND ADDRESSES OF BUSINESS UNITS

The registered office of the Company is situated at 27, Regal Plaza, Jinnah Road, Quetta. The principal
place of business is situated at Sarwar Shaheed Road, Lakson Square Building No. 03, 4th, Floor Kerachi.
The Company operates through 3 (2017: 3) principal offices and 24 (2017; 24) branches in Pakistan,

BASIS OF PREPARATION
3.1 Statement of compliance

These financial statements are prepared in sccordance with accounting and reporting standards as
applicable in Pakigtan. The accounting and reporting standards comprige of International Financial
Reporting 8tandarda (IFR8) issued by the International Accounting Standards Board, as are notified
under the Companies Act, 2017, and Provisions of and directives iasued under the Companies Act, 2017,
the Insurance Ordinance, 2000, the Insurance Rules, 2017 and the Insurance Accounting Regulations,
2017.

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

The Third and Fourth Schedules to the Companies Act, 2017 became applicable to the Compsany for the
firat time for the preparation of thege financial statements. The Companies Act, 2017 (including its Third
and Fourth Schedules) forma an integral part of the atatutory financial reporting framework applicable
to the Company.

3.2 Functional and presentation currency

The financial statements are prepared and presented in Pakistani Rupees, which is the Company's
functional and presentation currency.

4 NEW STANDARDS, INTERFPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED
ACCOUNTING STANDARDS

4.1 Amendments that are effective in current year but not relevant to the Company

The Company hag adopted the amendments to the following approved accounting standards as applicable
in Pakistan which became effective during the year from the datea mentioned below against the reapective

standard:
Effective date
l(,m;.t:ailnperiods
eginning on or
after
Conceptual Framework for Financinl Reporting 2018 - Original Issue March 01, 2018

IFRS 5 Additional hedge accounting discloaures (and consequential
amendments) resulting from the introduction of the hedge
accounting chapter in IFRS 9 July 01, 2018

IFRS 7 Financial Instruments : Disclosures - additional hedge accounting
disclosures(and consequential amendments) resulting from
the introduction of the hedge accounting chapter in IFRS 9 July 01, 2018

IFRS 9 Financial Instruments - reisaue to incorporate a hedge
accounting chapter and permit the early application of the
requirements for presenting in other comprehensive income the
‘own credit’ gains or losses on financial liabilities designated
under the fair value option without early applying the other
requirementa of IFRS 9 July 01, 2018




4.2

4.3

Effective date
(annual periods
beginning on or
after)

IFRS 9 Financial Ingtruments - finalised vergion, incorporating

requirements for classification and measurement,

impairment, general hedge accounting and derecognition July 01, 2018
IFR8 156 Original isaue July 01, 2018
IFRS 15 Clarifications to IFRS 15 July 01, 2018
IFR8 16 Leases January 01, 2019
IAS 39 Financial Instruments: Recognition and Measurements-

amendments to permit an entity to elect to continue to apply

the hedge accounting requirements in IAS39 for a fair value

hedge of the interest rate exposure of & portion of a portfolio

of financial agseta or financial liabilities when IFRS 9 is

applied, and to extend the fair value option to certain

contracte that meet the 'own use' scope exception July 01, 2018
IFRS 8 Amendments regarding prepayment features with negative

compensation and modifications of financial liabilities January 01, 2019
IFRS 9 Financial Instruments - amendments regarding prepayment

features with negative compensation and modifications of

financial ligbilities negative compensation and modifications

of financial Liabilities January 01, 2019
IAS 19 Employee benefits - amendments regarding plan

amendments, curtailments or settlements January 01, 2019

IAS 28 Investments in Associates and Joint Ventures - amendmenta
regarding long-term interests in aesociates and joint ventures Janusry 01, 2019

Other than the amendments to standards mentioned above, there are certain annual improvements made
to IFRS that became available during the year:

Annual improvementa to IFRSs (2015 — 2017) Cycle:

IFRE 3 Businesa Combinations January 01, 2019
IFR8 11 Joint Arrangements January 01, 2019
IAS 12 Income Taxes January 01, 2019
IAS 23 Borrowing Costa January 01, 2019

Standards / amendments that are effective in current year and relevant to the Company

IFRS 15 Original iggue July 01, 2018
IFRS 15 Clarifications to IFRS 15 July 01, 2018
IFRS 16 Leases January 01, 2019

Standards / amendments not yet effective

The following amendments to the approved accounting standards as applicable in Palkistan would be effective
from the dates mentioned below against the respactive standard:

Amendments to IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS 1, IAS 8, IAS 34,
IAS 37, IAS 38,IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and S8IC-32 to
update these pronouncements with regard to references to and quotes
from the framework or to indicate where they refer to different version of

the Conceptual Framework. January 01, 2020
IFRS 3 Business Combinations - amendments to clarify the

definition of a buginess January 01, 2020
IFRS 14 Regulatory Deferral Accounts January 01, 2020
IAS1 Presentation of Financial Statements -

amendments regarding the definition of materiality January 01, 2020
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IAS B Accounting Policies, Changes in Accounting Estimates and

Errorg - amendments regarding the definition of materiality  January 01, 2020
IAS 39 Amendments regarding pre-replacemsent issues in the

context of the IBOR reform January 01, 2020

4,4 Btandards or interpretations not yet effective
The following new standards and interpretations have been issued by the International Accounting Standards
Board (IASB), which have not been adopted locally by the Securities and Exchange Commigion of Pakistan
(BECP):
IFRS 1 First Time Adoption of International Financial Reporting Standards
IFR5 17 Insurance Contracts

The Company expects that the adoption of the other amendments and interpretations of the standards will
not have any material impact and therefore will not affect the Company's financial statements in the period
of initial application.

5 BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention except that certain
investments are stated at their fair values.

The financial statements have been prepared following the accrual basis of accounting execept for the cash
flow information,
5.1 Use of judgments and estimates

The preparation of financial statements in conformity with the requirements of approved accounting standards
ag applicable in Pakisten requires managemsent to make judgments, estimates and associated assumptions
that affect the application of policies and reported amounts of assets and liabilities, income and expensges.
The judgmenta, eatimates and associated assumptions are based on historical experience, current trends
and various other factors that are believed to be ressonable under the circumstances, the result of which
form the basie of making the estimates about carrying values of assets and Liabilities that are not readily
apparent from other sources. Actual results may differ from these sstimates.

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

The areaz where sssumptions and estimates are zignificant to the financial statements or judgment was
exercised in application of accounting policies, are ag follows:

Note
- Provigion for unearned premiums 6.2.2
- Premium due but unpaid - nat 6.2.3
- Provision for outstanding claims (including IBNR) 6.9.1
- Premium deficisncy reserve 6.7
- Useful life of property, plant and equipment 6.10
- Taxation (current and deferred) 6,17
- Impairment of asset 6.22
- Classification of insurance contracts 6.10
- Investment property life, rezidual value and depreciation method
- Begment reportlng 6.13
- Commission income unearned 6.6.2
- Reinsurance recoveries against outstanding claims 6.5
- Prepaid reinsurance premium ceded 6.4.2
- Deferred commission expense 6.6.1

6 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in preparation of these financial statementa are set out below.
These policies have been applied coneistently to all years presented except otherwise stated.

6.1 Insurance contracts

Insurance contracta are thoge contracte under which the Company as ingurer has accepted ingurance rigk
from the insurance contract holder (insured} by agreeing to compenaate the inaured if a specified uncertain
future event (the insured event) adversely affects the insured. Once a contract has been classified as an
insurance contract, it remsing an inpurance contract for the remainder of itz tenure, even if the insurance
rigk reduces significantly during this period, unless all rights and obligations are extinguished or expire.




6.2
6.2.1

SEAST
ST

Insurence contracts are classified into the following main categories, depending on the nature and duration
of rigsk and whether or not the terms and conditions are fized.

- Fire and property

- Marine, aviation and transport
- Motor

- Miscellaneous

These contracts are provided to individuals as well as commercial organizations with various tenures
according to the nature and terms of the contract and the needs of the insured.

The Company also aceepts insurance risk pertaining to insurance contracts of other insurers s reinsurance
invgard. The insurance risk involved in these contracts iz similar to the contracts undertaken by the Company
ag ingurer,

The Company neither isauea inveatment contracta nor does it issue insurance contracta with discretionary
participation features (DPF).

Fire and property damage

Fire and property ingurance contracts mainly compengate the Company's customers for damage suffered
to their properties or for the value of property loat. Customera who undertake commercial activitiea on their
premises could also receive compensation for the loss of earnings caused by the inability to use the insured
properties in their business activities (business interruption cover).

Marine, aviation and transport

Marine insurance covers the loas or damage of veasels, cargo, terminals, and any tranaport or property by
which cargo ia transferred, acquired, or held between the points of origin and final destination.

Motor

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

Miscellaneous

Other various types of insurance are classified in miscellaneous which mainly includes engineering, bond,

hoepitalization, accident and health insurance and travel insurances ete.

Premium

Premium income earned

Premium written (direct or facultative) under a policy ia recognized as income over the period of insurance

from the date of issue of the policy to which it relates to its expiry as follows:

a) for direct business, evenly over the period of the policy;

b) for proportional reingurance buainess, evenly over the period of underlying reingurance paolicies; and

¢}  for non-proportional reinsurance busineas, on inception of the reinsurance contract in accordance with
the pattern of reinsurance service.

‘Where the pattern of incidence of risk varies over the period of the policy, premium is recognized as revenus
in accordance with the pattern of incidence of risk.

Where premiums for a policy are payable in installments, full premium for the duration of the policy is

recognized ae income at the inception of the policy and a related asset is set up in respect of the premium

receivable, notwithstanding the fact that some installments may not, by agreement between the insurer and

the ingured, be payable until later.

Provision for unearned premiums

Provision for unearned premiums represents the portion of premium written relating to the unexpired period

of coverage, and is recognized ae a liability. The Liability is calculated as follows:

a) inthe case of marine, aviation and transport business, as a ratio of unexpired period to the total period
of the policy applied on the gross premium written,

by for the other classes / line of business, by applying the twenty-fourth method as specified in the
Insurance Rules, 2017, as majority of the remaining policies are issued for a period of one year.
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6.2.3

6.3

6.3.1

6.4

6.4.1

6.4.2

6.5

6.6
6.6.1

6.7

Premiums due but unpaid - net

Premiumg due but unpaid is recorded as receivable when it is dus, at the fair value of consideration receivable
less provision for doubtful debts, if any. If there is objective evidence that receivable is impaired, the Company
reduces the carrying amount of the receivable accordingly and recognizes that impairment loss in profit and
loss account.

Claimas expensge

General insurance claims include all claims occurring during the year, whether reported or not, including
external claims handling costs that are directly related to the processing and settlement of claims, reduction
for the value of salvage and other recoveries, and any adjustments to claims outetanding from previous
years, Claima are charged to profit and losa aceount as incurred based on estimated liability for compensation
owed under the insurance contracta.

Provision for cutstanding claims (including IRNR)

The Company recognizes liability in respect of all claims incirred upto the balance gheet date which is
measured at the undiscounted value of the expected future payments. The claims are considered to be
incurred at the time of the incident giving rise to the claim except as otherwise expressly indicated in an
insurance contract. The liability for claims includes amounts relating to unpaid reported claime, claims
incurred but not reported (IBNR) and expected claims settlement coats.

Proviaion for IBNR is based on the management's beat estimate which takes into account the paat trends
net of exceptional claima.

Reinaurance contracts

Contracts (treaty and facultative) entered by the Company under which the Company cedes insurance rigks

assumed during normal courss of its business and sccording to which the Company is compensated for loeses
on insurance contracts issued by the Company are claesified as reinsurance contracts held.

Reinsurance expense

Reinsurance premium ceded (treaty and facultative) ia recognised as an expense over the period of reinsurance
from inception to which it relateas to its expiry as follows:

a) for proportional reinsurance business, evenly over the period of the underlying policies.

b}  for non-proportions] reinsurance business, evenly over the period of indemnity.

‘Where the pattern of incidence of risk varies over the period of the policy, reinsurance premium is recognized
as expense in accordance with the pattern of incidence of risk.

Prepaid reinsurance premium ceded

The portion of reinsurance premium ceded not recognised as an expense as at year end is recognised as
prepaid reinsurance premium ceded. Unrecognised portion is determined in the aame manner as for provision
for unearned premiums.

Reinsurance recoveries against outstanding claims

Reinsurance recoveries receivable from reinsurers are recognized a8 an aseet at the pame time as and when
the claims which give rise to the right of recovery are recognized as a liability and are measured at the
amount expected to be received.

Commiggion

Commiasion expense

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

Commiszion and other forms of revenue (apart from recoveries) from reinsurera are deferred and recognized

aa lishility and recognized in the profit and loss account as revenue in accordance with the pattern of
recognition of the reinsurance preminm to which it relates,

Premium deficiency reserve - (linbility adequacy teat)

At each balance shest date, liability adequacy test is performed to ensure the adequacy of unesrmed premium.
‘Where the cumulative unearned premium reserve for any classes of business is not adequate to meet the
expected future Liability, after reinsurance from claims and other supplementary expenses, including
reinsurance expenses, commissions and other u.nde:rwrit‘ing expenses, expected to be incurred after the
balance sheet date in respect of unexpired policies in that clasa of business in force at balance sheet date,
a premium deficiency reserve is recognized aa a liability to meet the deficit. The movement in premium

regerve is recorded asanexpensefmcomemtheproﬁtandloss account for the year. The Company
determines adequacy of liability of premium deficiency by carrying out analysis of ite loss ratio of expired
risk. The loes ratios estimated on these bagis for the unexpired portion are as follows:




SEAST
ST

201% 2018
Fire and property damage 14% 22%
Marine, aviation and transport 23% 38%
Motor 13% 19%
Miacellaneous ™% 9%

Based on analysis of combined operating ratio for the expired period of sach reportable segment, management
is of opinion that there is no need to carry premium deficiency reserve in these financial statements.

8.8 Invesitmenta

All inveatments are initially recognized at cost, being the fair value of the conaideration given and include
transaction costs, except for held for trading, in which case transaction costs are charged to profit and loss
account. Subsequently, these are recognized and classified into the following categories:

6.8.1 Held-to-Maturity

Investmenta with fixed determinable paymenta and fixed maturity, where management haa both the intent
and the ability to hold to maturity, are classified as held to maturity.

Subsequently, these are measured at amortised cost less provision for impairment, if any.

Any premium paid or discount availed on government gecurities and term finance certificates is deferred
and amortised over the period to maturity of inveatment using the effective yield.

6.8.2 Available-for-sale

The financial assete that are intended to be held for an indefinite period of time and may be eold in responee
to the need for liquidity are clagsified as available-for-sale.

Subeequent to the initial recognition at cost, these are valued at market values and any unrealized gaina /
(losses) are taken to other comprehensive income.
6.8.3 Fair value through profit or loss - held for trading

Investments which are acquired with the intention to trade by taking advantage of short term market /
interest rate movements are congidered as held for trading. After initial recognition, these are measured
at fair values with any reaulting gains or lossea recognised directly in the profit and loss account, for the
period in which it arises. Subsequent to initial recognition these are measured at fair value by reference to
gquoted market prices.

a) Trade and settlement date accounting

All 'regular way' purchases and sales of financial assets are recognized on the trade date, i.e, the date
on which commitment to purchase / aale is made by the Company. Regular way purchases or sales of
financial assets are those, the contract for which requires delivery of assets within the time frame
generally established by regulation or convention in the market place.

b) Derecognition

All inveatmenta are de-recognized when the righta to receive cash flows from the inveastments have
expired or have been transferred and the Company has transferred substantially all risks and rewards
of ownership.

¢} Impairment
Available-for-sale

The Company considera that available-for-sale inveatments is impaired when there has been a significant
or prolonged decline in the fair value below ite cost. This determination of what iz significant or
prolonged requires judgment. In addition, impairment may be appropriste when there is evidence of
deterioration in the financial health of the investes, industry and sector performance.

6.9 Employee henefits
Defined contribution plan

The Company operates an approved provident fund scheme for all its permanent employees. Equal monthly
coniributions are made, both by the Company and its employees, to the fund at the rate of 10% of bagic
salary of the emplayees.

6.10 Property, plant and equipment
6.10.1 Owned assets
These are stated at cost leas accumulated depreciation and impairment logs, if any.
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Depreciationfamortization is charged to profit and loss acecount on reducing balance method using the
following rates:

- Office premises 5%
- Furniture and fixture 10%
- Electric fittings and equipments 10%
- Computers 33.33%
- Office equipment 10%
- Vehicles 20%
- Computer software a0%

Full month’a depreciation / amortization is charged in the month when assets become available for use and
no depreciation is charged in the month of disposal.

The assets’ regidual values, useful life and method of depreciation / amartization are reviewed at each
financial year end and adjusted if impact on depreciation is significant.

Subsequent costa are included in the agset's carrying amount or recognised 88 8 separate part, as appropriate,
only when it is posgible that future economic benefit associated with the item will flow to the Company and
the cost of the item can be measured reliably. Normal repairs and maintenance are charged to profit and
losa account.

Gains or losses on dispozal are included in profit and loss account.

An assessment ia made at each balance sheet date to determine whether there ia any indication of impairment
or reversal of previous impairment, in respect of item of fixed assets and intangible assets. In the event that
an asset’s carrying amount exceeds its recoverable amount, the carrving amount i reduced to recoverable
amount and an impairment loss ia recognized in the profit and loss account. A previously recognized
impairment loss is reversed only if there has been a change in the estimates used to determine the recoverable
amgunt, however not to an amount higher than the carrying amount that would have been determined {net
of smortization or depreciation), had no impairment lozses been recognized for the asset in prior years.
Reversal of impairment loss is restricted to the original coat of the asaet.

6.10.2 Leased assets

IFRS 16 'Leases’ was issued on January 01, 2016, This standard is adopted locally by the Securities and
Exzchange Commission of Pakistan and is effective for accounting periods beginning on or after January 1,
2019. IFRS 16 replaced IAS 17 'Leares’, and IFRIC 4 '‘Determining whether an Arrangement containes a
Lease' The Company applied IFRS 16 with a date of initial application of January 01, 2019.

IFRS 16 provides a single lessee accounting model, requiring the recognition of assets and liabilities for all
leases, together with options to exclude leasea where the lease term is 12 months or less, or where the
underlying aeset 18 of low value. IFRS 16 substantially carries forward the lessor accounting in IAS 17, with
the distinction between operating leages and finance leases being retained, The Company does not have
significant impact of IFR8 16 due to either short term lease contracts or finance lease contracts.

The Company decided to apply recognition exemption to short term leages of office premises, as lessor can
get these premises vacated by serving short notice.

6.10.3 Capital work-in-progreas

6.11

Capital work-in-progreas is atated at cost. All expenditures connected to the apecific assets incurred during
installation and construction period are carried under capital work-in-progrese. These expenditures are
transferred to relevant category of fixed assets ar intangibles a6 and when the assets start operation,
Investment properties

Property held for the purpose of rental income and long-term capital appreciation is classified as investment
property.

6.11.1 Initial recognition

Investment property ie initially recognized at cost which is equal to the fair value of conaideration paid at
the time of acquisition or construction of the asset.

6.11.2 Meagurement subsequent to initial recognition

Subeequent to initial recognition, investment property is carried at historical cost less aceumnulated depreciation
and accumulated impairment losges, if any.

6.11.3 Depreciation

Depreciation ig charged to profit and loss account in the game manner as owned fixed assets. Refer note
6.10.1.




6.12

Investment and other income

6.12.1 Dividend income and bonus shares

Dividend income is recognized when the right to receive the pame is sstablished.
Entitlement of bonus sehares is recognized when the right to receive the same ia eatablished.

6.12.2 Interest income

Interest incoms ig recognized on time proportion basis that takes into account effective vield on the assets.

6.12.3 Rental income

Rental income on investment properties is recognized as income on accrusl basis.

6.12.4 Administrative surcharge

6.13

6.14

6.15

6.18

6.17

Administrative surcharge includes documentation and other holders in respect of insurance policies issued,
at a rate of 5% of the gross premium, restricted to a maximum of charges recovered by the Company from
msurance contract Re. 2 ODOmcaaeofmoborandhealth,andRs 4,000 in case of 81l other insurance contracts.
Administrative surcharge is recognized as revenue at the time of issuance of policy. For the purpose of these
financial statements, adminigtrative gurcharge is included in gross premiums written during the year.,

Segment reporting

The Company’s operating business is organized and mansged separately according to the nature of the
services provided with each segment representing a strategic business unit that serves different markets.

The Company has four major segments namely fire and property damsage, marine, aviation and transport,
motor and miscellaneous, as disclosed in note 6.1.

The Company accounts for segment reporting are prepared in the format prescribed under the Insurance
dOrdJEche 2000 and the Ingurance Rulegs, 2017 and provide required information at appropriate level of
eta

Financial instrumenta

Financial azsets and financial lisbilities are recognized when the Company becomes s party to the contractual
provisions of the instrument and derecognized when the Company loses control of contractual rights that
comprise the financial assets and in the case of financial liabilitiea when the obligation specified in the
contract is discharped, cancelled or expired. Any gain or loss on the derecognition of the financial sesets and
Liabilities is included in the net profit or loss account for the period in which it arises.

Finaneial instruments carried in the balance-sheet include investments, loan and other receivables, insurance
/ reinsurance receivables, reinsurance recoveries against outstanding claims, cash and bank, provision for
outstanding claims, insurance / reinsurance payables, other ereditors and accru

Off setting of financial asset and financial liabilities

Financial assets and financial linbilities are off-set and the net amount ie reported in the financial statements
when there is a legally enforceable right to aet-off the recognized amount and the Company intends either
to settle on net basis, or realize the assets and to settle the liabilitiea simultaneously.

Related party trangactions

All transactions involving related parties arising in the normal course of business are conducted at arm’s
length at normal commercial rates on the same terms and conditions as third party transactions using
valuation modes, as admissible, except in extremely rare circumstances where, subject to the approval of
the board of directors, it ie in the interest of the Company to do so.

Taxation

6.17.1 Current

Provision for current taxation is based on taxable incoms for the vear determined in accordance with the
prevailing law for taxation of income. The charge for current tax is caleulated using prevailing tax rates or
tax rates expected to be applied to the profit for the year, if entered. The charge for current tax also include
adjustments, where considered necessary, to provision for tax made in previous years arising from assessment
finglized during the current year for such years.

6.17.2 Deferred

Deferred tax iz accounted for using the balance sheet liability method in respect of all temporary differences
ariging from differences between the carrying amount of assets and liabilities in the financial statements
and the corresponding tax hases used in the computation of taxable profit, Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recogniaed to the
extent that it 1s probable that taxable profits will be available against which the deductible temporary
differences, unused tax losses and tax credits can be utilized.
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6.18

6.19

6.21

Deferred tax ia caleulated at the rates that are expected to be applied to the period when the differences
reverse based on tax rates that have been enacted or substantively enacted by the balance sheet date.
Deferred tax is charged or credited in the profit and loss account, except in the case of items credited or
charged to equity in which case it ia included in atatement of comprehensive income.

Foreign currencies

Transactions in foreign currency, if any, are converted into Pak rupeea at the rate of exchange prevailing
on the date of transaction.

Monstary assets and liabilities denominated in foreign currencies are translated into Pak rupees at the rate
of exchange prevailing at the reporting date, Exchange difference are taken to profit and logs account.

Management expenses

Management expenses are allocated to all classes of business in proportion to the net premium income of
the year. Underwriting expensea have been allocated to various classes of business on a baais deemed
equitable by the management. Provizion for bad debts iz based on review of outstanding amounts as at
balance sheet date. Bad debta are written off to the profit and losa account when identified. Expenaea not
allowable to the underwriting business are charged to Other expenses.

Creditors, aceruals and provisions

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

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

IFRS 9 - Financial Instruments and Amendment to IFRS 4 Insurance Contracts- Applying IFRS
9 'Financial Instruments with IFRS 4

IFRS 9 'Financial Instruments' was issued on July 24, 2017. This standard is adopted locally by the Securitiea
and Exchange Commiggion of Pakistan through its 8.R.0. 229 (I}/2019 and ia effective for accounting period
{ year ending on or after June 30, 2019.

Amendment to IFRS 4 Tnsurance Contracts- Applying IFRS 9 'Financial Instruments with IFRS 4 {(effective
for annual periods beginning on or after July 01, 2018). The amendment address issue arising from the
different effective dates of IFRS 9 and the forthcoming new standard IFRS 17 'Insurance Contracts'. The
amendments introduce two alternative options for entities issuing contracts within the scope of IFRS 4,
notably a temporary exemption and an overlay approach, The temporary exemption enables eligible entities
to defer the implementation date of IFRS 9. The overlay approach allows an entity applying IFRS 9 from
July 01, 2018 onwards to remove from profit or loss the effects of soms of the accounting mismatches that
may occur from applying IFRS 9 before IFRS 17 is applied.

Temporary Exemption from Application of IFRS 9

Ap an insurance company, the management has opted temporary exemption from the application of IFRS
QasaﬂowsdbylntomahonalAmmhng Standards Board (IASB) for entities whose activities are predominantly
connected with insurance, Additional disclosures, as required by the IASB, for the financial assets with
contractual cash flows that meet the 'Solely for Payment of Principal and Interest' (8PPI) criteria excluding
thoge held for trading and for the financial assets that do not meet the SPPI criteria for being eligible to
apply the temporary exemption from the application of IFRS 9.

When adopted IFRS 9 replaces the existing IAS 39, 'Financial Instruments - Recognition and Messurement'
and will affect the following two aresas.
Clasgification and measurement of financial assets and financial liabilitiea

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and messurement of financial
liabilities, However, it eliminatea the previous IAS 39 categoriea for financial agsets of held to maturity,
loans and receivables and available for sale.

The impact of IFRS 9 on the classification and measurement of financial assets is set out below.

Under IFRS 9, on initial recognition, a finanrial asset ia classified as measured at: amortised cost; fair value
through other comprehensive income (FVOCI) — debt investment; FVOUCI — equity investment; or fair valus
through profit and losa (FVTPL). The classification of financial assets under IFRS 9 is generally based on
the business model in which & financial asset is managed and its contractual cash flow characteristics.

The following table explaing the original measurement categories under IAS 39 and the new measurement
categories under IFRS 9 for each clags of the Company's financial agsets and financial liabilities,




6.23

6.24

(Rupeea in ‘000)

Original New Original New carrying
classification classification carrying amount under
under IAS 39 under IFRS 8 |amount under IFRS 8
IAS 3%
Financial Assets
Investments
Equity securities
Ligted shares Held for trading Fair value through
Profit and losa 75,268 75,268
Mutual funda Held for trading Fair value through
Profit and losa 893,390 393,390
Listed ahares Availeble for sale  Fair value through Cther
comprehensive income 214,828 214,828
Debt ascurities
Government Securitien Held to maturity Amortised coat: 182,586 182,586
Others Available for gale  Fair value through Other
comprehengive income 31,330 31,330
Term deposit receipte (TDRs) Held to maturity Amortised cost 341,700 341,700
Cther receivables Loans and receivables Amortised cost 1,813 1,813
Insurance / reinsurance
receivables Loans and receivables Amortised cost 550,314 550,314
Reingurance recoveries againet
outstanding claims Loans and receivables Amortised cost 465,460 465,460
Cash at bank Leans and receivablea Amortised cost 28,403 28,403
Financial Liabilitiea
Outstanding claims including
IBNR Other financial liahilities Amortised cost 596,061 596,061
Ingurance { reingurance
payables Other financial liabilities Amortised cost 18,638 18,638
Other creditors and accruals Other financial liabilities Amortised cost 91,287 91,287
Impairment

The carrying amount of assete are reviewed at each reporting date to determine whether there is any
indication of impairment loas impairment of any asset or group of assets, If such indication exista, the
recoverable amount of the asset is eatimated. An impairment loss is recognised whenever the carrying
amount of an asset excoeds ite recoverable amount. The recoverable amount is the higher of an assets fair
value less cost to sell and value in use. Impairment logsses are recognised in profit and loss account. Impairment
is recogniged based on management's agsessment of objective evidence of impairment ag a result of one or
more events that may have an impact on the estimated future cash flows of the inveatmenta. A aignificant
or prolonged decline in fair valus of an equity investments classified as available-for-sale below ita cost is
also considered sn objective evidence of impairment. Impsairment losses sre reversed when there is an
indication that impairment logs may no longer exist and there has been a change in the eatimate used to
determine the recoverable amount.

Earninga per share

The Company preeents basic and diluted sarnings per share (EPS) for its shareholders. Basic EPS is caleulated
by dividing the profit or loss attributable to shareholders of the Company by the weighted average number
of ordinary 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.

Cash and cash equivalents

For the purpose of cash flow statement, cagh and cash equivalents include cash at bank in current and saving
accounta, cash and stampa in hand and bank deposits.
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6.25 Dividend and bonus shares

Appropriations of profit are reflected in the statement of changes in equity in the period in which such
appropriations are approved. Dividend to shareholders is recognised ag liability in the year in which it ig
approved. Bimilarly, reserve for issue of bonus shares ia recognised in the year in which such issue ia approved.

6.26 Fair value

Fair value is the price that would be recsived to sell an asset or paid to tranesfer a Liability in an orderly
transaction hetween market participants at the measurement date.

6.27 Share capital

Bhares are classified as equity when there ia no obligation to transfer cash or other asseta. Incremental costa
directly attributable to the issue of equity instruments are shown in equity as a deduction from the proceeds.

CHANGES IN ACCOUNTING POLICY

7.1  On January 01, 2019 the Company changed its accounting policy for the recognition, clagsification and
mesasurement of Government Securities amounting to Re. 168,918,816 to held to maturity on the baasis of
management's intention to hold the securities till their maturities, s required by the International Accounting
Standards "[AS 39'. Previously, thess investments were carried at fair value under available-for-sale
investment category.

Asn per the revised accounting policy refer no. 8.8.1, losses amounting to Rs. 21,504,266 previously recognized
in the other comprehensive income and accumulated in statement of changes in equity as reserve namely
'unrenlised loss on revaluation of available for sale investment' ia being amortized using the effective interest
rate method over the remaining life of the held to maturity investment. Further, the difference between new
amortized cost and maturity amount is being also amortized over the remaining life of the {inancial assets
uring the effective interest rate method and realized in the profit and loss account.

This changs in accounting policy has been applied prospectively in accordance with the requirement of JAS
- 8 'Accounting Policy, Change in Accounting Estimates and Error'.

Movement of reserve "unrealizsed loss on revaluation of avaliable for aale investment® due to recalssification:

(Rupees in 0H0)
Opening reserve
Reeerve of loss transfer due to reclassification 21,972
Reclassification of loas included in profit and lose account
Maturity of investment 346
Amortization 2,794
3,140
Closing reserve 18,832
8 PROPERTY AND EGUIPMENT
2019
Cost Bearecia
Particulars ““‘1 " w: Tranefer in ]Jjutl w Dh"] |d“|::tm [ﬁ;
le s | Additions o | H{ow) ll,ﬂl! irthw ol .'[m} T mll,!ll! g
Owned
{ffice premigea 62,088 . . . 62088 1047 2,680 . . 13066 49,027 5%
Furniture and fixtures 32192 Frf] - - 2467 19234 1318 - - 0,850 11917 0%
Electric fittings and equipmenta 7318 1018 . . 28902 15301 1267 . . 16,568 11774 0%
{fice equipments ga 291 . 9 647 U7 . . 6604 2397 0%
Motor vehicles 135,365 14,332 (12,‘?97) - 136300 86238 11248 {0955 - 87503 4837 0%
Computers equipmenta 17,984 . 17682 16161 468 . . 16626 1063 35.9%
Right of usw aseet
Motar vehicles 27,383 B8 . . 7,441 1369 5491 . . 6,360 20,681 0%
AOR3 16267 (11T - 4000 IGE334 23801 (BSSB) - 187870 146,136

80




2018 (Rupees in ‘000)
ot —r i
Particulars Sy | My | RO ot 5 | ) Dt Diprt] Tt i e
e s " A ke s, P T R ke e
Owned
{ffice premises 62,083 . 62,083 7760 2716 10476 5L60T %
Furniture and fixtures 11,930 262 12192 17808 L4l 19234 12968 10%
Eloctric fittings and equipments 26,778 1,346 2319 14081 L280 15,301 12018 10%
{ffice equipments 8,604 1% . 4500 6,188 268 . 6447 2368 10%
Motor vehicles 114639 37148 (1642 135,365 8798 10736 (7,208 8206 49129 0%
Computars equipments 18942 4l . 17304 16,686 hib . 16161 1288  88.5%
Right of use agset .
Motor vahicles - N 383 27,388 - 1A% - 1389 26,014 0%
259871 66,936 ﬂﬁ,ﬂ!} B10586 144,106 13325 (7.299) 165,224 155,312
8.1 Detail of disposal of fixed assets
(Rupees in ‘000)
Accummlated Prefit} Mode of
Partiealar of asset Cot ke Bokmlie  Saleprocesd PreftiComjon  Hodecl Purticalar of purchaser
Motor Vehicles
Honda Civie 1,411 1,342 69 963 884 Negotiations  Mr.Bardar Muhammad
Honda Civie 1,406 1,337 89 850 781 Nogotigtiong  Mr.Aurangzeb Shaikh
Honda Civie 1,830 1,466 864 1,075 711 Negotiations  Mr.(Ginlem Shebbir Channar
Buzuki 179 179 061 100 100 Negotiations  Mra.Azra
Nigsan Sunny 401 400 1 211 210 Negotiations  Mr.Junaid Iftikhar
Daihatsu Mira 925 207 718 860 132 Nepotiations  Mr.Muhammad Tahir
Toyota Corrola 1,605 BOG 800 1,260 450 Negotiations  Takafnl Operator
Honda Civie 2,494 1,935 560 1,050 490 Negotiations  Takeful Operator
Honda Civie 1,888 1,740 148 1,260 1,112 Negotiations  Mr.Ehurram Shahzad
Niggan Sunny 394 388 8 130 124 Nogotiations  Mr.Moinuddin
Honda 59 (] 2 15 13 Negotiations  Mr.Arshad Ehan
Yamaha 130 31 99 100 1 Negotiations  Mr.Sardar Abdul Khalil
Ravi 37 35 2 20 18 Negoiiations Mr.Ehurram Shehzad
Ravi 38 85 4 20 16 Nepotiations  Mr.Ehurram Shahzad
sub, Total 12,797 9,956 2,842 7,884 5,042
INVESTMENT PROPERTIES & OFFICES PREMISES
Shefiq Plaza 1,125 882 243 18,000 15,757 Negotiations  Takaful Operatar
Bahadur Shah 6,898 3,084 2,714 12,000 9,286 Negotiatione  Takaful Operator
Fuisalahad 4,548 1,982 2,566 10,000 7,434 Negotiations  Takeful Operator
Business Centre 507 408 ag 10,000 9,901 Nepotiations  Takaful Operator
sub, Total 12,878 7,256 5,622 418,000 43378
2019 25,675 17,212 8,464 55,884 47,420
2018 16,422 7,208 9,125 14,065 4,940

SEAST
WEST
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INTANGIBLE ASSETS

Computer goftware
Capital work in progress

9.1 Net carrying value basis

Opening net book value
Amortization charge
Closing net book value

Gross carrying value bagis

Cost
Accumulated amortization

Net book value

Amortization rate % per annum

9.2 Capital work in progress

Balance ag at December 31

9.2.1

10, INVESTMENT PROPERTIES

(Rupees in “000)

Note 2019 2018
9,1 492 703
8.2 706 705
1,197 1,408

703 1,004
(211) (301)

492 703

1,737 1,737
(1,244) (1,034)

493 703

30 30

9.2.1 705 706

This represents amount paid to the vendor for the development of computer software.

201% {Rupees in ‘000)
— ne
Particulars A886 | Agivons /| Deletion/ | p A0 | Asat  Depesiation T (%per
Ji 1 December | J 1,| for the year | on December
"ty | Trantrtnrmaeran RS | T BT | o Gl DG | Dtember | )
Office premises 77,343 6,666 12,879 71019 26901 2,809 7,266 22,454 48,566 6%
77,043 6,555 12879 71019 26901 2809 7,256 22454 48,585
2018 {(Rupees in ‘000)
e
Particulars Asat Adfitions!| Deletion ! Asat Asat Dﬁm Asat Prpn Gw
J 1 d December | J 1, | forthe December
301y | Transr i trunserout "3 55" | ““S01F | Faneern g | Ppregpeer | )
Office premigen 77,343 77,343 24246 2,855 25,901 50,442 b%
77,943 77,943 24,246 2,666 26,901 60,442

10.1 Revaluation was carried out by the Company in the month of February, 2019 and March, 2019. The valuation
exercise was carried out by independent valuers M/e. Al-Bhahbaz Surveyors (Private) Limited and M/s. Salam
Associates (Private) Limited and revalued market value ia catimated at Re. 172.60 million (2018: Ra. 218.70

million).

10.2

Rental income from investment property amounting to Re. 7.7 million (2018: Ra. 9.09 million) has been recorded

net of depreciation in profit and loss account i.e. Ra. 4.40 million (2018: Rs.8.44 million).




11 INVESTMENTS IN EQUITY SECURITIES

11,1 Investments - Held for Trading

et
SEAST

(Rupees in ‘000)
2019 2018
Impair- - Impair- .
Cost ment / C%r:ﬂ::lg Cost ment / C%ra?:::g
Provision Provision
Listed securities
0il and Gas Development
Company Limited 36,867 4,747 40,604 33,421 (7,143) 26,278
Kot Addu Power Company
Limited 25 @ 16 27 (2) 25
Fauji Fertilizer Company
Limited 6,039 557 6,696 3,560 618 4,178
Silkbank Limited 2,625 (651) 1,974 3,318 (693) 2,625
Fauji Cement Company
Limited 18 ®) 13 21 @ 18
Pakistan Stock Exchange
Limited 4,843 (389) 4,454 7,995 (3,152) 4,843
Habhib Bank Limited 3,386 bb0 3,935 . - -
Bank Alfalah Limited 1,286 86 1,371
Lotte Chemical Pakistan
Limited 1,417 {15) 1,402
Bui Northern Gas pipelinea 727 a6 762
Pakistan State 01l Co., 2,367 116 2,472
Avanceon Limited 3,786 31) 3,755
The Hub Power Limited 3,056 1,113 4,668
United Bank Limited 1,393 252 1,646
Niehat Mills Limited 1,264 338 1,692 . . .
68,667 6,692 70,269 48,342 (10,376) 37,967
Mutual funds
Naticnal Investment Truat
Limited 224278 (22,178) 202,100
MCB Cash Manapemsnt
Optimizer Fund 23,236 70 23,306 20,222 (225) 19,997
HBL Cagh Fund (formerly
PICIC Cash fund) 8,177 49 5,226 20,484 (528) 19,966
First Habib Cash Fund 20,040 27 20,067 20,180 (152) 20,028
ABL Cash Fund 13,196 24 13,220 10,137 {92) 10,045
NAFA Tslamic Asaet
Allocation Fund 51,688 (2,388) 49,300
Pakistan Cash Management
Fund 9,914 80 9,994
Askari Sovereign Cash Fund . . . 30,428 (302) 30,126
Faysal Money Market Fund 18,066 731 19,786 19,789 307 20,096
UBL Liquidity Plus Fund 9,688 34 9,722 10,214 (246) 9,968
Atlas Money Market Fund 9,818 (133) 9,685 9,726 349 10,075
Al Ameen Islamic Asset
Allocation Fund 20,190 77 20,267
J8 Islamic fund 41,138 (3,818) 37,320
NAFA Stock fund 42,197 {3,239) 38,958
Meezan Islamic Fund . . . 40,871 {4,902) 36,969
HBL Cash Fund 20,262 217 20,479 20,382 (402) 19,980
Alfalah GHP Money
Market Fund 28,077 60 28,137 20,494 (389) 20,105
ABL Government Securities
Fund 9,356 178 9,534 9,949 108 10,057
NIT Money Market
(Saddar br) 87,060 84 87,144
NIT Money Market
(Clifton br,) 138,355 1,661 140,016
Al-Ameen Iglamic Cagh Fund 7,042 29 7,069 - - -
390,362 3,029 393,391 622,281 (387,940) 584,343
458,929 9,721 458,850 670,623 (48,315) 622,308
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{Rupees in “000)

11.2 Investments - Available for Sale

2019 2018
Impair- . Impair- .
Cost ment / Cs‘.;rlymg Coat ment / C%rrlymg
Provision alue Provision alue
Related party
Listed Securities
Apkari Life Apsurance
Company Limited (note 12.3) 285,831 {3,817 282,013 270,212 (66,943) 204,269
Others
Listed Securities
Agritech Limited 10,593 (142) 10,451 10,593 (55) 10,538
296,424 {3,959) 292,464 280,805 (65,998) 214,807
Deficit on revaluation . . (77,637} . . {11,639)
296,424 {3,969) 214,827 280,806 {65,908) 203,168
Total equity securities 765,362 a,762 683,477 951,428 (114,313) 825,476
11.8 This represents investment in associated undertaking.
12 INVESTMENTS IN DERT SECURITIES
2019 2018
Impair- Impair-
Cost ment / Ca‘.rrrlying Cost ment / C%.rrlying
Provision alune Provision alue
Held to Maturity (Note 12.1)
Government securities
Pakigtan Inveatment Bonda = 141,643 141,643 145,430 (21,782) 123,648
GoP Ljara Sukuk . . 20,046 278 20,324
T - Bills 40,943 40,943 14,947 - 14,947
182,586 182,588 180,423 {21,504) 158,919
Available for sale (Note 12.1)
Others
Term Finance Certificates 13,040 2,690 15,730 10,000 8,040 13,040
Corporate Sukuk 12,270 3,330 15,600 10,000 2,270 12,270
25,310 6,020 31,330 20,000 b,310 25,310
Deficit on revaluation - - - - - {468)
207,896 6,020 213,916 200,423 (16,194) 188,761
12,1 Investment in debt securities - held to maturity
Maturity Effective Profit Face December
Name of investment year yield % Payment Value 31, 2015
Pakistan Investment Bonds (Note 12.1,1)
10 Yeara Paldetan Inveatment Bond 2021 12.10% Half yearly 1,000 993
10 Yeara Paldetan Investment Bond 2021 12.10% Half yearly 4,000 3,958
10 Years Paldetan Inveatment Band 2022 11.64% Half yearly 5,000 4,965
& Years Pakistan Investment Bond 2020 19.40% Half vearly 1,000 997
10 Years Pakiatan Investment Bond 2026 11.00% Half vearly 20,000 16,637
3 Years Pakistan Investment Bond 2021 7.26% Half vearly 22,000 20,671
10 Years Pakistan Investment Bond 2026 11.00% Half vearly 20,000 16,540
10 Years Pakistan Investment Bond 2026 11.00% Half yearly 10,000 8,117
10 Years Pakistan Investment Bond 2026 11.00% Half yearly 10,000 8,117
10 Years Pakistan Investment Bond 2028 11.00% Half yearly 10,000 8,117
20 Years Pakistan Investment Bond 2024 10.91% Half yearly 16,000 13,815
20 Years Pakistan Investment Bond 2024 10.91% Half yearly 10,000 9,187
10 Yearn Pakigtan Investment Bond 2022 11.64% Half yearly 30,000 29,794




et
SEAST

WEST
TR
(Rupees in “000)
. Maturity Effective Profit Face December
Name of investment year yield % Payment Value 21,2019
Treasury Bills
3 Months Treasury Bill 2020 T7.46% On maturity 42,000 40,943
Available for aale
Term Finsmee Certificaten
JS Bank Perpetuity (6M Kibor + 2.25%) Half yearly 10,000 15,730
Corporate Bukukas
Dubai Ielamic Bank Perpetuity (3M Kibor + 1.75%) Monthly 10,000 15,600
215,918
Inveatment in debt securities - available for sale
. Maturity Effective Profit Face December
Name of investment year yield % Payment Value 31,2018
Pakigtan Investment Bonds (Note 12,11}
10 Yoars Pakigtan Investment Bond 2021 13.25% Half yoarly 1,000 973
10 Years Paldistan Investment Bond 2021 11.60% Half yoarly 4000 4,043
10 Yoars Pakigtan Investment Bond 2022 12.68% Half yearly 5,000 4,907
b Years Pakistan Investment Bond 2020 7.10% Half yearly 1,000 1,017
10 Yours Pakistan Investment Bond 2026 8.00% Half yearly 20,000 20,809
3 Years Pakistan Investment Bond 2019 5.80% Half yearly 5,000 5,017
10 Yours Pakistan Investment Bond 2026 7.80% Half yoarly 20,000 21,019
10 Yours Pakistan Investment Bond 2026 7.871% Half yonrly 10,000 10,498
10 Yours Pakistan Investment Bond 2026 7.87% Half yonrly 10,000 10,515
10 Yours Pakistan Investment Bond 2026 7.87% Half yearly 10,000 10,515
20 Yonrs Pakistan Investment Bond 2024 9.25% Helf yearly 15,000 15,461
20 Yonrs Pukistan Investment Bond 2024 9.26% Heulf yearly 10,000 10,203
10 Years Pakistan Investment Bond 2022 11.55% Heulf yearly 30,000 30,363
GoP Ljarah Sukuks
3 Yeurs GoP Jjarah Sukuk 2019 4.40% Half yesrly 20,000 20,046
Treasury Bills
6 Montha Treasury Bill 2019 7.46% On maturity 15,000 14,947
Term Finance Certificates
J8 Bank Parpstuity (6M Kibor +2.225%) Half yearly 10,000 10,000
Corporate Sukuks
Dubai Islamic Bank Perpetuity (SM Kibor + 1.76%) Monthly 10,000 10,000
200,433

12.1.1 The amount of Pakistan Inveatment Bonds includes Re. 106 million (2018: Re. 81 million) depoaited with the
State Bank of Pakistan as required by Section 29 of the Insuranece Ordinance, 2000.
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(Rupees in “000)
Note 2019 2018
13 INVESTMENTS IN TEREM DEPOSITS
Deposits maturing within 12 months 13.1 341,700 64,071

13.1 Theee repreaent Term Deposait Receipte (TDRa) in local currency carrying intereat ratea ranging from 7.20% to
13.90% per annum (2018: 3.50% to 6.00% per annum).

14 LOANS AND OTHER RECEIVABLES
Unegecured - considered good

Acerued inveatment income 6,560 3,762
Advances 14.1 132,360 26,405
Deposite 9,528 6,362
Other receivables 1,813 4,813

150,261 41,332

14.1 This represents advances in the normal course of business which do not carry any interest / mark-up.

15 INSURANCE / REINSURANCE RECEIVABLES
{Unsecured - considered good)

Due from insurance contract holders 252,943 138,582
Provigion for impairment of receivables from
insurance contract holders 15.1 {5,765) (7,1156)
Premium written off (1,973) (1,286)
245,205 130,181
Duse from other insurers / reinsurers 305,109 159,582
550,314 289,763
15.1 Movement of provision for doubtful debts
Opening balance (7,115) -
Charge during the year (8,962) (7,768)
Reveraal during the year 10,312 643
(5,765) (7,116)

16 DEFERRED TAXATION
Deferred tax asset / (liability) arising in respect of:

accelerated depreciation on fixed assets (29,126) {16,203)
invegtments 25,427 27,847
leased assets (1,913) (1,308)
provision for doubtful debta 1,672 2,063
16.1 (3,939) 11,899
18.1 Balance at beginning of the vear 11,899 (14,84b)
Reversal during the year
in reapect of effect of change in tax rate - 148
in reapect of temporary differences arising
during the year {15,838) 26,696
(15,888) 26,744
Balance at the end of the year (3,989) 11,899
17 PREPAYMENTS
Prepaid reingurance premium ceded 577,141 622,853
Prepaid rent 643 1,073
Othera 232 267

678,016 624,193




EAST
3 WEST
TANTHAMCE

CIL, 17m.

{Rupees in ‘000)

Note 2019 2018
18 CASH AND BANK

Cash and cash equivalents
Cagh in hand 125 7
Policy and revenue stamps, bond papera 2 70
128 T

Cash at bank

Current account 17,159 26,062
Saving account 18.1 11,118 9,648
28,276 356,700
28,403 36,777

18.1 These include interest bearing accounts carrying interest rates ranging from 6% to 10% (2018: 5% to 10%)
per annum.

19 ORDINARY SHARE CAPITAL
19.1 Authorized share capital

2019 2018
--—-No. of shares —---
Ordinary shares of
120,000,000 100,000,000 Rs. 10 each 1,200,000 1,000,000

19.1.1 Authorized share capital has been increased to meet the minimum paid-up capital requirement as required
under section 28 of Insurance Ordinance 2000,

19.2 Issued, subscribed and paid-up share capital

2019 2018
Number of Shares
17,788,310 6,354,899 ()rdinal:y shares of Ra.10 each,
’ fully paid in cash 177,883 63,549
85,112,395 69,867,846 Ordinary shares of Ra.10 each,
issued as fully paid bonus shares 851,124 698,678
102,900,708 76,222,745 1,029,007 762,227
20 RESERVES
General reserve 200,000 200,000
Unrealized loas on revaluation of available for sale investments {63.670) {66,952)
136,330 133,048
21 LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE
Current portion 8,613 7,693
Non-current portion 5,470 13,810
13,983 21,508
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(Rupees in ‘000)

21.1 Liabilities against assets subject to finance lease
2019 2018
Description Minimum | Finsnoal Principal Minimum | Financial Prineipal
lease chargos for outgtandin lease charges for ontstandin
payment |fature periods g payments |future periods &
Not later than one year 10,081 1,568 8,513 9,574 1,881 7,693
Later than one year and
not, later than five years 5,789 319 5,470 15,059 1,249 13,810
Over five years . . . . . ;
15,870 1,887 13,983 24,633 3,130 21,503
22 PREMIUM RECEIVED IN ADVANCE
Promium received in advance 22.1 35,554 13,888
22.1 Thias includes cash margin (bond) received from policy holders amounting to Rs. 34.632 million (2018: Rs.
10.957 million).
23 INSURANCE / REINSURANCE PAYABLES
Due to other insurers / reinsurers 18,638 12,714
24 OTHER CREDITORS AND ACCRUALS
Sundry creditors 18,885 22,871
Commission payable 15,951 16,661
Federal excize duty 2,740 2,077
Federal insurance fee 782 2,737
Workers' Welfare Fund 29,988 25,284
Withholding tax 4,950 3,494
Uneclaimed dividend 31 31
Due to directora 241 17,960 4,801
91,287 77,956
24,1 This represents unsecured and interest free loan obtained from directors of the Company.
25 TAXATION - NET
Provigion for income tax 46,260 36,916
Lesa: Advance tax (14,555) {10,961)
31,706 26,964
26 CONTINGENCIES AND COMMITMENTS
There are no contingencies and commitments as at statement of financial porition date (2018: Nil).
27 NET INSURANCE PREMIUM
Written gross premium 3,246,178 3,107,161
Unearned premium reserves - opening 981,543 754,296
Unearned premium reserves - closing (1,252,194) (981,543)
Premium earned 2,975,627 2,879,913
Lezs: Reinsurance premium ceded 1,462,502 1,616,904
Prepaid reinsurance premium ceded - opening 622,852 426,632
Prepaid reinsurance premium ceded - closing (677,141) {622,8563)
Reinsurance expense 1,608,214 1,420,683
1,467,313 1,459,230




28.1

a0

years
‘fEA ST
ST

{Rupees in ‘000)

Note 2019 2018
NET INSURANCE (CLAIMS EXPENSE
Claims paid 983,422 812,411
Outstanding claims {including IBNR} - closing 596,061 594,943
Outstanding claims {inchuding IBNR) - opening (594,9843) (660,415)
Claimeg expense 984,540 846,929
Leas: Reinsurance and other recoveries received 318,607 310,968
Reinsurance and other recoveriea in
respect of outstanding claims - eloging 465,460 442,006
Reinsurance and other recoveries in respect of
outgtanding claimg - opening (442,0086) (540,027
Beinsurance and other recoveries revenue 342,061 212,947
642,479 633,992
Claim development
2015 2016 2017 2018 2019
At end of accident year 18,899 47,499 15,086 9,431 1,373
one year later 18,613 47,268 8,367 9,399 -
two years later 18,440 46,031 7,610 -
three years later 18,408 46,031 -
four years later 12,172 -
Current estimate of current claims 12,172 46,031 7,610 9,399 1,373
Cumulative payments to date 9,746 4,985 5,TH4
Liability recognized in balance sheet 2,426 41,046 1,856 6,193 1,373
Note 2019 2018
NET COMMISSION
Commission paid or payable 735,130 598,586
Deferred commission expense - opening 172,216 146,599
Deferred commission expense - closing (328,921) (172,216)
Net commission 578,434 572,969
Less; Commisaion received or recoverable 355,304 303,022
Unearned reinsurance commisgion - opening 99,091 77,864
Unesarned reinsurance commigsion - closing (130,736) {99,091)
Commission from reinsurers 328,669 281,795
254,775 291,174
MANAGEMENT EXPENSES
Employee benefit cost 30.1 122,673 114,565
Office repairs and maintenance 7.198 8,606
Vehicle running expenaes 68,072 65,628
Traveling expenses 46,708 44,819
Electricity, gaz and water 8,478 7,623
Printing and stationery 7,658 1,637
Office rent 5,296 4,648
Entertainment 12,163 14,991
Postage, telegram and telephone 4,644 4,360
Advertisement and publicity 1,470 293
Rent, rates and taxes 86 26
Miecellaneous 978 901
286,317 263,260

EAST WEST INSURANCE CO., LTD. - ANNUAL REPORT 2019 .




30.1 Employee benefit coat

Salaries, allowance and other benefits
Charges for post employment benefit

31 GAIN/LOSS ON INVESTMENT

Income from equity securities
Held for trading
Dividend income
Loes on disposal of securities

Income from debt securities
Held to Maturity
Return on debt securities
Palkistan Investment Bonda
GoP Jjara Sukuk
Treasury Bills

Available for sale
Return on debt securities
Psalastan Investment Bonda
GoP Jjara Sukuk
Treasury Bills
Term Finance Certificatea
Corporate Sukuk

Return on term deposits
Net unrealized gaing / losses on investments
at fair value through profit or loge (held for trading)

Investment related expenses

31.1 Pakistan Investment Bonds

Return on Pakistan Investment Bonda
Amortization of unrealized loss due to reclassification
from available for sale to held to maturity

32 RENTAL INCOME

Rental income:
Leaa : Depreciation

332 OTHER INCOME

Return on bank balancea

Profit on disposal of fixed assets
Reversal of bad debis

Others

Note

31.1

(Rupees in ‘000)
2019 2018
120,085 112,380
2,488 2,185
122,578 114,565
41,258 26,802
(56,911) (365)
(15,663) 26,527
14,818
224
178
15,220
9,480
2,600
- 1,386
1,417 14
1,382 27
2,799 13,515
12,761 262
9,721 (48,314)
24,848 (8,010)
(1,594) (1,210)
28,254 (9,220)
17,612
(2,794)
14,818 -
7,648 9,093
(2.809) (2,855)
4,840 6,438
2,779 1,366
47,420 4,940
10,812 643
3,488 4
63,999 6,952




34

34.1

34.2

OTHER EXPENSBES

Employee benefit cost

Office repairs and maintenance
Vehicle running expenaea
Auditors' remuneration

Remuneration of directors and executives

Legal and professional charges
Depreciation and amortization
Subsacription and membership
Annusl supervision fes

Bad debt expense

Provigion for doubtful debt
Rent, rates and taxea
Electricity, gas and water
Postage, telegram and telephone
Workers Welfare Fund

Others

Employee benefit cost

Salaries, allowance and other benefits
Charges for post employment benefit

Employees' provident fund

Size of the fund

Number of members

Cost of investment made
Percentage of investment made
Fair value of investment

Note

341

34.3
38
9& 10

15
151

3

{Rupees in ‘000)

2019 2018
56,819 44,677
14,978 10,300
11,316 13,372

1,315 1,364
12,465 12,410
2,618 2,534
22,812 18,626
6,776 5,530
2,016 2,016
1,978 1,286
8,962 7,759
1,691 913
670 871
1,614 1,730
4,704 2,982
242 635
150,969 126,508
55,208 43,376
1,616 1,801
56,819 44,677

Unaudited Audited

72,081 60,529

120 122
88,589 7,581
54% 62%
44,830 41,119

34.2,1The Company has contributory provident fund scheme of all ita permanent employeea. The fund is
maintained by the Trustees and all decisions regarding investments and distribution of income ete. are

34.3

a6

36

made by the Trustees.

Auditors' remuneration

Audit fee
Half yearly review
Out of pocket expenses

FINANCE COST

Bank charges
Lease finance charges

INCOME TAX EXPENSE

For the year
Current
Deferred

700 848
272 265
343 251
1,815 1,364
456 531
2,397 897
2,853 1,428
46,260 36,915
18,920 (1,665)
60,180 35,260
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36.2
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371
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38.1

89

{Rupees in ‘000)
Note 2019 2018
For the prior year{s) 36.1
Current (9,003) (24,526)
Prior - - 3,000
(9,003) (21,526)
51,177 13,724

The income tax assessments of the Company are finalized on self assesament basis. The return of income
upto tax year 2019 have been submitted to the authorities. Amount of Rs. 9.008 million (2018; Ra. 21.525
million) reprezents excesz liability recorded in the books of the Company as compared to tax return.

Relationship between accounting profit and tax expense is ag follows

Accounting profit before tax 285,023 146,116
Applicable tax rate 29% 0%
Tax at the above rate 68,157 43,835
Effect of deductions not allowed (3,531) (1,787)
Effect of rental income - (1,099)
Effect of deferred tax 18,920 (1,665)
Effect of dividend income (5,776) (4,034)
Effect of prior year reversal (9,003) (21,526)
Effect of transfer of immovenble property (12,290) -
Provigion for taxation 51,177 13,724
EARNING PER SHARE

Net profit after tax for the vear 188,846 132,382
Weighted average number of ordinary shares outstanding 101,527,719 101,472,956
Basic and diluted earnings per share (Rupees) a7.1 1.81 1.30

There is no dilution effect on the basic earnings per share as the Company has no convertible dilutive potential
ordinary shares outstanding at the year end; consequently, the reported basic earnings per share ia also the
diluted earnings per share. The correspondmg earnings per share has been adjusted on account of issuance
of bonus and right shares.

{(Rupees in “000)
REMUNERATION OF DIRECTORS AND EXECUTIVES

Chief Executive Directors Exscutives

2019 2018 2019 2018 2019 2018
Managerial remuneration 3.312 3,212 5,040 5,040 12,8338 9,621
Bonus - - - - 1,927 1,376
House rent 1,488 1,488 2,160 2,160 12,647 9,679
BOD Meeting fee - - 706 650 - -

4,800 4,800 7,906 7,860 27,307 20,676
Number of persons 1 1 6 7 7 5

In addition to the above, the Chief Executive, Divectors and Executives of the Company are provided with
Company maintained cara and medieal reimbursement at actual up to a maximum of one bagic salary, where
applicable.

RELATED PARTY TRANSACTIONS

Related partles comprise of associated companies, entities under common control, entities with common
directors, major shareholders and key management personnel of the Company. Trangactions with related
parties are carried out at arm’a length pricea. Transactiona with related partiea including remuneration to
key manapement personnel are as follows:




Nature of Transaction

Loan received from directors
Javed Yunue
Naveed Yunus
Pervez Yunus

Loan repaid to directors
Javed Yunus
Naveed Yunus
Pervez Yunus

Purchase of shares
Agkari Life Assurance Co, Litd.
East West Holding Co. Lid,

Related with
the Company

Director
Dirsctor
Director

Director
Director
Director

Associated undertaking
Asgociated undertaking

Isgue of bonus shares and right shares at market value
Chief Justice (R } Mian Mahboob Ahmad Director

Naved Yunus Director
Ambreen Naved Yunus Other related party
Javed Yunue Director
Rubina Javed Yunus Other related party
Pervez Yunus Dirsctor
Samina Pervez Yunue Other related party
Maheen Yunus Director
Shamiala Maheen Yunus Other related party
Samad Maheen Yunus Other related party
Anum Maheen Yunus Other related party
Umeed Angari Director
Ahgan Mahmood Alvi Director
Kazim Raza Director
Remuneration Paid

Naveed Yunua Director
Javed Yunus Director
Pervez Yunus Director
Chief Justice (R ) Mian Mahboob Ahmad Director
Umeed Ansari Dirsctor
Ahsan Mahmood Alvi Director
Kazim Raza Director
Shabbir Ali Kanchwala Chief financial officer

39.1 Year end balances

Receivable from related parties
Payabls to related partiea

(Rupees in 000)
2019 2018
4,898 3,026
86,460 275,319
- 1,000
5,696 2,090
24,221 276,637
- 750
15,619 89,062
84,962 -
60 g1
272,237 159,448
159,700 181,433
186,669 174,392
336,482 111,815
227,860 172,377
73,065 112,701
355,716 189,735
86,946 144,894
59,239 98,720
61,038 101,71¢
20 34
18 a1
17 28
4,800 4,800
3,600 3,600
3,600 3,600
170 170
160 160
180 180
150 150
2,700 2,700
18,173 5,014
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(Rupees in 000)
40 SEGMENT REPORTING
40,1 Following are the segment assets, liabilities, revenue and expenges of the Company:
2019
Marine
Fire and Py s
Sepgment current year Property Av;;t‘;on Motor M;Z(:::l: Total
Damage Transport
Premium receivable (inclusive of federal duty,
fodersl insurance foe and administrative surcharpe) 1,016,254 397,527 471479 1,360,918 3,246,178
Gross divect premium 221,184 151,797 211,784 1,180,468 1,746,223
Facultative inward premium 785,012 236,846 250,302 164,893 1,440,053
Adminigtrative surcharge 10,068 5,884 9,393 36,667 60,902
1,016,254 397,627 471,478 1,360,918 3,246,178
Written groas preminm 1,016,264 397,527 AT1,479 1,380,918 3,246,178
Unearned premium reserves - opening 285,590 52,097 139,382 504,474 981,543
Unearned premium reserves - closing {362,788} {54,466) {197,628) {687,467  (1,262,194)
Premium earned 939,111 395,158 413,333 1,227,925 2,975,527
Reingurance premium ceded {466,867 (149,160 80473 (158,202) (1,462,503
Prepaid reinmurance premium ceded - opening (133,642) (26,410 47,912) {414,888) (622,85%)
Prepaid reinmurance premium ceded - closing 129,620 8,616 43,295 384,710 677,141
Heinsurancs expense {460,780} {166,954) {94,090) {778,981} (1,508,214
Net ingurance premium 469,322 229,204 319,243 449,544 1,467,313
Commiggion income 132,889 32,058 18,758 139,979 323,658
Net underwriting income 602,191 261,262 337,996 (89,623 1,790,972
Inquranee claima paid {290,561} (144,267) {170,904) {437,690} (993,429)
Outstanding claims (including IBNE) - opening 119,062 23,801 35,342 416,738 594,943
Outgtanding claima (including [BNE) - closing {103,892) (18,741) (36,921) {438,507 (596,061)
Ingurance claims expensea {216,391} (137,207 {172,483 {459,459) {984,540)
Reinsurance and other recoveries received 115,264 66,300 22,064 119,969 SI8807 |
Reinsurancs and other recoveries in respect of
outstanding claime - opening (56,041} (4,248 (8,164) {373,553) (442,008)
Reinurance and other recoveries in respect of
outetanding claime - cloaing 64,642 4,381 10,432 396,106 466,460
Inqurance claime recovered from reinsures 108,765 66,438 94,382 143 541 342,061
Net claims {106,636} {70,774) {148,151) {316,918} (642,479
Commission expense {255,088) (85,966) 221]) (145,169 (578434
Management expense (91,258) (44,568) {62,076) (87,414) {285,317
Net inqurance claims and expenaes {452,983} {201,308) (302,438) (549,501}  (1,506,228)
Underwriting results 149,208 59,954 36,658 40,022 284,742
Gain/{Loss) on investment 23,254
Rental income 4,840
(Qther income 63,993
Other expenses (160,968)
Finance cost (2,859)
Profit befors tax from takaful operations 12,010
Profit before tax 235,023
Segment asseta 685,040 338,438 472,783 665,762 2,173,013
Unallocated assets 1,467,196
_ 5,640,200
Segment, linhifities 662,666 323,628 450,761 634,741 2071796
Unallocated Habilitiea 143,111

3,214,907




2018 (Rupees in ‘000)
Marine
Fire and P oad Miscella-
Sement prior year Property Av;ﬂntsﬂn Motor ;Sec:“sa Total
Damage Transport

Premium receivable (inclueive of federal duty,
federal inpurance fes and administrative surcharge) 953,806 386,846 474,100 1,262,520 3,107,161
Grosg direct premium 312,333 203,826 216,213 1,038,135 1,771,507
Facultative inward preminm 666,766 176,536 247,728 194,696 1,275,716
Administrative surcharge 14,808 6,284 10,169 28,689 9,989

083,896 386,646 474,100 1,262,620 3,107,161
Written gross premium 943,896 306,646 474,100 1,262,520 3,107,161
Unearned premlum Teserves - opening 273,841 30,364 94,264 466,826 64,285
Unearned premium reservee - cloaing (285,590) {62,087 {139,382) (504,474 (981,548)
Premium earned 972,147 364,913 428,982 1,113,872 2,879,913
Reinsurance premium ceded (B2T,365) (145,369 (136,842) (807,329  (L616,909
Prepaid reimsurance premium ceded - opening (126,476) (17,361) (23,083 (260,713 (426,632)
Prepaid reimeurance premium ceded - closing 133,642 26,410 47912 414,889 622,863
Reinsurance expense (519,198 (196,320) {112,013 (653,159) {1,420,683)
Net ingurancs premium 453,949 228,593 316,969 460,719 1459230
Commiggion income 129,649 20404 18,483 104,261 281,797
Net underwriting income 582,698 257,997 335,462 564,980 1,741,027
Inerance claime paid (264,069 (114,744) {138,830) (394,774 @1z41])
Ouistanding claims (including IBNR) - opening 166,102 30,559 26,028 437,726 660,415
Outstanding claims (including IBNE) - closing (119,062 (23,801) (35,342) (416,738) (694,948
Inmrance claims expensen (217,029 (107,986) {148,14) (373,786) (946,939)
Reinsurance and cther recoveries received 136,454 40,865 27,042 115,668 310,960 |
Reinsurance and other recoveries In respect of
cutstanding claims - opening (103,652) (15,180) (15,087) (408,109) (540,027)
Reingurance and ather recoveries in respect of
outetanding elaims - closing 56,040 4,248 8,164 373,663 442 006
Insurance claima recovered from reinsures 78,882 29,933 21,019 83,112 212,948
Net claims (138,141) (78,053) {127,124 (290,674) {633,992)
Commission expense (287,100 (77,617 {112,783 (145,490 (572,971
Mansgement expense (31,718 {41,241 (57,185) 12 (263,266)
Net insurance claims and expenses @56959)  (19911)  (297,079) (619,280  (1470,228)
Underwriting results 126,640 61,086 38,378 45,696 270,799
Gain/(Lows) on investment (9,220)
Rental income 5,438
Other income 6,962
Other expenses {126,506)
Finanes cost (1,428)
Loss hefare tax from takaful sperations (920)
Profit before tax 146,116
Begment assets 541,338 273,202 378,821 550,628 1,743,984
Unallocated assets 1,214,097

2,958,081
Segment Habilitica 629,885 267,422 870,807 530,974 1,707,088
Unallocated lisbilitiea 127,154
1,834,242

The management of the Company has allocated indirect management expenses to underwriting business on
the bagis of net premium revenue under individual buginess as per the stated accounting policy of the
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42
42,1

{Rupees in ‘000)
MOVEMENT IN INVESTMENTS

. Fair value
Available Held to
for sale Maturity through profit Total
and loes
Ag at January 01, 2019 386,929 - 622,308 1,009,237
Additions 15,619 60,752 708,484 784,856
Dispoaals (sale and redemptions
exclusing net realised gains) 6,020 (39,992) (871,8683) (805,835)
Fair value net gains
(excluding net realised gains) (3,959) - 9,721 5,762
Reclagsified to held to Maturity investment (158, 451) 158,451 - -
Effect of reclassification 345 - 245
Effect of amortization 8,028 - 3,028
Az at December 31, 2019 246,158 182,685 468,660 897,393

MANAGEMENT OF INSURANCE RISK AND FINANCIAL RISK

Inpurance risk

The rigk under an ingurance contract is the possibility that the insured event occurs and the uncertainty of
the amount of the resulting claim i.e. frequency and severity of claims and that the actual claims and benefit
payments exceed the carrying amount of the insurance linbilities. By the very nature of an insurance contract,
this risk is random and therefore unpredictable. The Company’s risk profils is improved by diversification
of these risks of losses to a large portfolio of contracts, since a diversified portfolio is less likely to be affected
by an unexpected event in gingle subast,

The Company principally issues the general insurance cover. Risks under theee policies ususally cover a twelve
month duration. For general ingurance contracts, the most significant risks arizse from fire.

Underwriting limits and retention policiea and procedures precisely regulate who ia authorized and acecountable

for conecluding insurance and reinsurance contracts and at what conditions. Compliance with these guidelines

is regularly checked and developments in the global, regional and local markete are closely observed, reacting,

ghere necessary, with appropriate measures that are translated without delay into underwriting guidelines
required,

The primary riek control measure in respect of the insurance risk is the transfer of the risks to third parties
through reinsurance. The reinsurance business ceded is placed on a proportional and non proportional bazis
with retention limita varying by lines of buginess.

Reinsurance is used to manage insurance risk. Although the Company has reinsurance arrangements, it
does not, however, d.ischarge the Company's liability as primary insurer and thus a credit risk exposure
remaing with respect to reingurance ceded to the extent that any reinsurer may be unable to meet its
obligations under such reinsurance arrangements. The Company minimizes such credit risk by entering mto
reinsurance arrangements with reinsurers having good credit ratings, which are reviewed on a regular basi

The creditworthiness of reinsurers is considered on an annual basis by reviewing their financial strength
prior to finalization of any contract.

42.1.1 Frequency and severity of claims

The frequency and severity of claims can be affected by several factors like political violence, environmental
and economical, atmospheric disturbancea, natural disastera, concentration of risks, civil ricts etc. The
Company manages these riek through the measures described above.

The Company monitors concentration of ingurance rigks primarily by clags of buginess. The table below sets
out the concentration of the claima and premium liabilitiea (in percentage terma) by clasa of busineas as at
the balance sheet dats:




SEasT
WEST
TalCELNCE

2019 2018

Class of buginess Groas Nst Gross Net Gross Net Gross Net
claims | ¢laims |premium |premium | ¢laims | claims |premium | prémium
liability | liability | liability | Liability | liability | lability | Lability | Lability

% % % % % % % %
Fire and property damage  17%  38% 29%  35%  20% 41%  29% 42%
Marine, aviation and transport 3% 10% 5% % 4% 13% 6% %
Motor 6% 20% 16%  23% 6% 18%  14% 26%
Miscellaneous 4%  32% 50%  35% 0%  28%  51% 25%
Total 100% 100%  100% 100% 100%  100% 100%  100%

42.1.2 Source of uncertainty in estimation of future claim payments

The key source of estimation of uncertainty at the balance sheet date relates to valuation of outstanding
claims, whether reported or not, and includes expected claims settlement costs.

Congidergble judgment by management is required in the egtimation of amounts due to policyholders ariging
from claims made under insurance contracts. Such estimatea are necessarily based on assumptions about
several factors, involving varying and significant degrees of judgment and uncertainty, and actual resulte
may differ from management's estimates resulting in future changes in estimated Liabilities. Judgment is
further used to assess the extent to which exteamal factors such as judicial decisions and government legislation
affect the estimates,

Similarly, the provision for claims incurred but not reported ie based on historic reporting pattern of the
claims; hence, actual smount of incurred but not reported claimes may differ from the amount estimated.

42.1.3 Key assumptions

The principal assumption underlying the liability estimation of IBNR and Premium Deficiency Reserves is
that the Company’a future claim development will follow similar hiatorical pattern for occurrence and
reporting. The management uses qualitative judgment to assess the extent to which past cccurrence and
reporting pattern will not app]y in future. The Judgment includes external factors e.g. treatment of one-off
occurrence claima, changes in market factors, economic conditions, etc. The internal factors guch aa portfolio
mix, policy conditions and claim handling procedures are further used in this regard.

42.1.4 Claims development

The Company maintains adequate reserves in respect of its iInsurance business in order to protect itself
against adverze future claims experience and developments. The uncertainties about the amount and timing
of claim payments are normally regolved within one year.

Claims which involve litigation and, in the case of Marine, general average adjustmenta take longer for the
final amounts to be determined which exceed one year. Claims of last five years are disclosed in note 29.1.
All amounts are presented in gross numbers before reinsurance.

42.1.56 Sensitivity analysis

The insurance claims provision is aensitive to the above key assumptions. The analysia below is performed
for poasible movements in key assumptions, with all other assumptions held constant, showing the impact
on liabilities and revenue account.

(Rupees in 000)
Impact on
December 31, 2019 Rate Im!;?c;itl)ini revenue
gross liabilities account
Current claims +10% 98,454 (98,454)
-10% {98,454) 98,464
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{Rupees in ‘000)
42,2 Reinsurance risk
An analysis of gross amount due from other insurere and reinsurers recognized by the rating of the entity

from which it is due is as follows:
Amount due Reinsurance Other
Rating from recoveries against reinsurance
reinsurers outstanding claims assets
A ar above (including PRCL) 305,108 465,460 677,141
305,109 465,480 577,141

42.3 Financial risk

42.3.1 Credit rigk

Credit rigk ig the risk that the counter party to a financial instrument will cauge a financial logs for the
Company by failing to discharge an obligation. The Company’s policy ia to enter into financial contracta with
reputable counter parties in accordance with the internal guidelines and regulatory requirements.

Exposure to credit risk

The maximum exposure to credit risk before any credit enhancements at December 31, 2012 is the carrying
amount of the financial apsets ap pet out below:

2019 2018
Nature of financial agseta

Investmenta
Equity securities 683,477 826,476
Debt securities 213,916 183,761
Term deposits 341,700 64,071
1,239,093 1,073,308
Loans and other receivables 17,901 14,927
Insurance / reinsurance receivables 550,314 289,763
Reingurance recoveries againgt outstanding claime 465,460 442 006
Cash and bank 28,276 36,701
2,301,044 1,855,706

Concentration of credit risk

Concentration of rigks arise when a number of financial ingtrumenta or contracts are entered into with the
aame counterparty, or where a number of counterparties are engaged in eimilar buasinesa activities, or
activities in the same geographic region, or have similar economie features that would cause their ability
to meet contractual obligations to be eimilarly affected by changes in economie, political or other conditions.

The Company's portfolio of financial assets is broadly diversified and transzactions are entered into with
diverse credit worthy counterparties, thereby mitigating any significant concentration of credit risk. Provigion
for impairment ig made for doubtful receivables according to the Company's policy, The remaining pagt due
balances were not impaired as they relate to 2 number of policy holders and other insurers / reinaurers for
whom there ia no history of default. The credit quality of the banks with which Company has balances
imncluding TDR's can be aesessed with reference to external credit ratings as follows:
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{(Rupees in ‘000)

Rating Rating 2019 2018
Name of banks Short termm Long term agency
Cash at bank

Allied Bank of Pakistan A1+ AAA PACRA 2,767 498
Askari Bank Limited A1+ AA+ PACRA 3 1,261
AlBarsks Bank (Pakistan) Limited Al A PACRA 3 3
Bank Alfalah Limited Al+ AA+ PACRA 4 ]

Banklglami Pakigtan Limited Al A+ PACRA 1 -
The Bank of Punjab Al+ AA PACRA 217 ag
Dubai Islamic Bank A1+ AA JCR.VIS 26 7
Faysal Bank Limited A1+ AA PACRA 5,669 10,186
Habib Metropolitan Bank  A-1+ AA+ PACRA 18 11
Habib Bank Limited A1+ AAA JCR-VIS 3 2
MCB Bank Limited Al+ AAA PACRA 119 104
National Bank of Pakigtan A-1+ AAA PACRA 10 60
Soneri Bank Limited Al+ AA- PACRA 1,630 1,621
Summit Bank Limited Suspended JCR-VIS 6,163 5,438
Sindh Bank Limited A-l A+ JCR.VIS 1 1
United Bank Limited A1+ AAA JCR-VIS 159 1,297
The Punjab Provineial Bank Not available 8 é
J38 Bank Limited Al+ AA- PACRA 554 1,775
MCB Bank Limited (Formerly NIB Bonk Limitsd) =~ A-1+ AAA PACRA 8 8
The Karekaram Cooperative Bank Not available 2,334 1,702
Zarai Taraqiati Bank Limited A-1+ AAA JCR.VIS 8,683 11,787

28,276 35,701

Term deposit certificates
JS Bank Limited Al+ AA. PACRA 250,000 -
Summit Bank Limited  Suspended JCR-VIS 47,000 36,900
Dubai Islamic Bank A1+ AA- JCR-VIS 10,000 -
MCB Bank Limited Al+ AAA PACRA 200 300
Fayeal Bank Limited Al+ AA PACRA - 10,071
The Karakeram Cooperative Bank Not available 14,600 18,800
Bank Islami Limited  Not available 20,000 -

341,700 64,071
Impaired assets

The impairment provision is written-off when the Company expects that it cannot recover the balance due.
During the year, receivables of Rs. 5.765 million (2018: Re. 7.115) were impaired and provided for. The
movement in provigion for doubtful debta account is shown in note 15.1.

42.3.2 Liquidity risk

Liquidity risk ia the risk that the Company will encounter difficulty in meeting its financisl obligations as
they fall due. Liquidity risk arises because of the pDﬂ-Blbl]lty that the Company could be required to pay ite
Linbilities earlier than expected or difficulty in raising funds to meet commitments associated with financial
lighilities ag they fall due.

The Comparny's approach to managing liquidity is to ensure, as far aa possible, that it will always have
sufficient iquidity to meet its Liabilities when due, under both normal and stress conditions, without incurring
unacceptable losses or risking damage to the Company's reputation. In the case of the Company, the liquidity
le;vel remained on satisfactory level during the year and Company did not face any difficulty in generation
of Hiquidity.

The following are the contractual maturities of financial liabilities including estimated interest payments

on an undigeounted casghflow basie;
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{Rupees in ‘000)

2019
Carrying Contractual Upto Greater than
amount cagh flows one year one year
Non-derivative
Financial liabilities
Outstanding claima including IBNR 596,061 596,061 139,982 456,079
Insurance / reinaurance payablea 18,638 18,638 18,638 -
Other creditors and aceruals 52,828 62,828 52,825
Liabilities against assets subject
to finance lease 13,983 15,870 8,513 7,367
681,610 683,397 219,961 463,436
2018
Carrying Contractual Upto Greater than
amount cash flows one year one year
Non-derivative
Financial liabilities
Outstanding claims including IBNR 594,943 594,943 86,038 508,905
Ingurance / reingurance payables 12,714 12,714 12,714 -
Other creditors and aceruals 44,364 44,364 39,005 5,359
Lisbilities against assets subject
to finance lease 21,503 24,633 9,574 15,059
673,524 676,654 147,381 529,328
42.3.3 Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices of securities. This can be due to a change in credit rating of the issuer or the
instrument, change in market sentiments, speculative activities, supply and demand of securities and liquidity
in the market,

Market risk comprises of three types of risks: price rigk, interest rate risk and currency risk.
42.3.4 Price risk

Primarily, the Company's equity investments are expozed to the price risk. Price risk is limited by the
Company through diversification of its portiolio and active monitoring of capital markets.

The table below summarizes the Company's equity price risk as of December 31, 2019 and 2018 and shows
the effects of a hypothetical 10% increase and a 10% decrease in market prices as at the year end. The selected
hypothetical change doee not reflect what could be considered to be the best or worst case scenarios. The
results could be worse in Company's equity investment portfolio because of the nature of equity markets.

Ey'pothetlca.l Hypothetical

Estimated fair increase /
Fair val Hypotheteal h‘;;llle nﬁl;::_l deer;su;e m dme) II)I

air valoe price chan othet older's pr oga

ge change in price equity before tax
December 31, 2019 683,477 10% increase 751,826 48,637 68,348
10% decrease 815,129 {48,527) (68,348)
December 31, 2018 825,476 10% increase 908,024 87,783 82,648
10% decrease 742,928 {67,783) (82,648)

The financial instruments of the Company can be classified into fixed rate instruments and variable rate
ingtruments as shown below:




years
‘fEAST
WEST

{(Rupees in ‘000)

Carrying amount
2019 2018
Fixed rate instruments
Financial aesets 624,985 207,676
Variable rate ingtruments
Financial assete 42,446 24,9568

Sensitivity analyais for fixed rate instruments

The Company does not account for any fixed rate financial assets and lisbilities at fair value through profit
and loss. Therefore, & change in interest rates at reporting date would not affect profit and loss account.
Sensitivity analysis for variable rate instruments

An increase of 100 basia points in interest rates would have increased the profit and loss by the amounts
shown below. Reduction in interest rates by 100 basis pointa would have an opposite impact. This analysis
assumes that all variables remain constant. The analysis has been performed on the same basis for the

comparative period.
Profit before tax Total Equity
100 bp 100 bp 100 bp 100 bp
increase decrease increase decrease

Ag at December 31, 3019

Sensitivity 424 (424) 301 (301)
As at December 31, 2018

Sengitivity 350 {350) 245 {245)

Above sensitivities are calculated on the assumption that all factors remsain constant except interest rates
and resulting variation in fair values of the investments and impact on the profit and loss.

The Company monitors the interest rate environment on a regular basis and alters the portfolio mix of fixed
and floating rate securities. The Company’s policy requires the management to manage the risk by meaauring
the mismatch of the interest rate sensitivity gap of financial assets and ligbilities and caleulating the sverage
duration of the portfolio of fixed interest securities. The average effective duration of the Company’s portfolio
is a meagure of the sengitivity of the fair value of the Company’s fixed interest securities to the changea in
market interest ratea.

The Company’s policy refrains from the holding of interest bearing instruments that induce the average
effective duration of the fixed interest portfolio to paga the benchmark of the average duration,

Foreign currency risk

Foreign currency risk is the riak that the fair value or future cash flows of financial instrumenta will fluctuate

because of changes in foreign exchange rates. The Company, at present is not materially exposed to currency
risk as majority of the transactions are carried out in Pakistani rupess.

43 CAPITAL MANAGEMENT
The objectives, policies and processes for managing capital of the Company are as followa:

To be an appropriately capitalized institution, as defined by regulatory authorities and comparable to
the peers;

Maintain strong rating and to protect the Company against unexpected events;
Availability of adequate capital at reasonable coat 20 as to ensble the Company to expand; and
Achieve low cost of capital with appropriate mix of capital elementa.
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FATR VALUE MEASUREMENT

IFRS 13 defines fair value as an exit price. Fair value is the price that would be received to sell an asset or
paid to tranefer a liability in an orderly transaction between market participants at the measurement date.

All aggete and liahilities for which fair value is meagured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that ia significant to
the fair value measurement as a whole:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets
or liabilities.
Level 2: Valuation techniques for which the lowest level input for which the fair value measurement is

directly or indirectly obaervable.

Level 3: Valuation techniques for which the lowest level input for which the fair value measurement ig
unobservable.

Carrying amount of assets measured under historical cost convention approximates their fair value. Further,
fair value of certain assets measured under present value convention is not determinable. Hierarchy of fair
value levels is discloped as under;

(Rupees in “000)
2019
Fair value measurement using
Level 1 Level 2 Level 8
Fair value - amounta for disclosure purposes
Investment properties 48,665
Investment - available for aale 214,827 -
214,827 48,666 -
Investment - held for trading 468,650 - -
2018
Fair value measurement using
Level 1 Level 2 Level 3
Fair value - amounts for discloaure purposes
Investment properties - 50,442
Investment - available for sale 203,168 183,761 -
203,168 234,203 -
Investment - held for trading 622,308 - -
2019
Rupee:s in ‘000
STATEMENT OF SOLVENCY
ADMISSIBLE ASSETS
Cash and bank deposite
Cagh and other equivalenta 128
Current and other accounts 28,276
Depoeits maturing within 12 months 341,700
370,103
Investmenta
Government Securities 182,686
Marketable securities 510,105
Term Finance Certificates 31,330

724,021
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Rupees in ‘000

Investment Propertics 48,565
Current assets - others
Premium due but unpaid 217,422
Amount due from other insurers/reinsurera 306,109
Prepaid reinsurance premium ceded 577,141
Loans and other receivables 6,560
Deferred commiggion expense 328,921
Admisaible asaseta of Takaful Operation 687,429
Reinsurance recoveries against outstanding elaimsa 466,460
Prepayments 875
Advances, deposite and receivable 143,701
2,112,618
Fixed Agacta
Office premises 49,027
Total admiesible assets 3,804,334
INADMISSIBLE ASSETS
Marketable securities 173,372
Inadmissible aseets of Takaful Operation 36,415
Promium due but unpaid 27,782
Furniture and fixtures 11,917
Electric fittings and equipmenta 11,774
Computers 1,063
Office equipment 2,397
Vehicles 69,958
Computer software 492
Capital workin progreas 706
Total inadmisaible assets 386,875
Total assets 3,640,209
LIABILITIES
Outstanding claims including IBNR 586,081
Unearned premium reserves 1,262,194
Unearned reinsurance commiseion 130,736
Retirement benefit obligations 2,197
Deferred taxation 3,939
Premium received in advance 35,654
Insurance / reinsurance payablea 18,638
Other creditors and aceruals 91,287
Lisbilities against assets subject to finance lease 13,983
Taxation - provigion less payment 31,705
Total liabilities of takaful operations 28,613
Total liabilities 2,214.907
Total net admisaible assets 1,089,427
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{Rupees in “000)

2019 2018
NUMBER OF EMPLOYEES
Number of employees at the end of the year 165 135
Average number of employees 160 133

DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on April 29, 2020 by the Board of Directors of the
Company.

GENERAL

iy Figures have been rounded off to the nearest Pak rupee unlees otherwise stated.

iiy Corresponding figures have been re-arranged and re-classzified, where ever necessary for the purpose
of comparison, the effect of which is not material.

. —wsh
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Chairman Chief Executive Officer Director Director Chief Financial Officer

Earachi Dated : 28th April, 2020




HELD BY THE SHAREHOLDERS OF

EAST WEST INSURANCE COMPANY LIMITED

AS AT DECEMBER 31, 2019

years
‘fEAST
WEST

No. of Shareholders Shareholding Range Shareholdings | Percentage
29 1 200 4,088 0.0040
166 201 1,000 35,819 0.0848
4 1,001 2,000 4,862 0.0047
2 2,001 4,000 7,666 0.0073
1 4,001 5,000 4,395 0.0043
4 5,001 15,000 81,500 0.0806
8 15,001 20,000 140,957 0.1370
10 20,001 25,000 217,996 0.2119
& 25,001 30,000 132,876 0.1291
1 80,001 85,000 80,464 0.0296
4 35,001 40,000 148,342 0.1442
] 40,001 45,000 258,062 0.2459
& 45,001 95,000 256,024 0.2488
2 95,001 1,500,000 1,696,693 1.5617
1 1,500,001 2,600,000 1,869,215 1.8166
2 2,600,001 4,000,000 6,696,857 6.5079
6 4,000,001 5,000,000 26,387,612 25.6438
2 5,000,001 8,500,000 11,292,583 10.9743
2 6,500,001 7,500,000 14,000,128 13.6056
-3 7,600,001 8,500,000 29,789,896 38.6682
265 102,900,705 100.0000
Categories of Shareholders Number Share Held | Percentage
CEO,Directors and their spouses and minocr children 14 61,453,993 59.7216
Joint Stock Companies, Insurance Companies,
Investment Companies & Modaraba 2 8,501,725 8.2621
Individual 249 32,944,987 32.0163
Total 266 102,900,705 100.0000
Information as required under the Code of Corporate Governance
Categories of Shareholders Shareholders | Share Held | Percentage
Associated Company
M/s. Askari Life Assurance Co., Ltd. 1 5,609 0.0054
M/s. East West Holding Company Ltd. 1 8,496,216 8.2567
CEO, Directors, their Spouses and Minor Children
Chief Justice { R ) Mian Mahboob Ahmed 1 3,698 0.0036
Javed Yunus 1 7,941,823 77179
Porvez Yunus 1 7,737,441 7.5183
Naved Yunus 1 6,997,456 6.8002
Maheen Yunus 1 7,689,351 T7.4726
Umeed Ansari 1 1,376 0.0013
Ahsan Mahmood Alvi 1 1,250 0.0012
Mirza Kazim Raza 1 1,136 0.0011
Ambreen N. Yunus 1 7,925,065 7.7017
Rubina J. Yunus 1 4,531,500 4,4038
Samina P. Yunus 1 4,628,617 4,4981
Shamaila M. Yunus 1 5,872,086 5.7066
Samad M. Yunus 1 4,000,826 3.8880
Anum M. Yunus 1 4,122,368 4.0062
Individual 249 32,944,087 32.0163
Total 265 102,900,705 100.0000
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to the Board of Directors
FOR THE YEAR ENDED DECEMBER 31, 2019

g3 Ogpan) apuag Al oy a1 all) Sana Cylenpally 5 Leiiliapa e el y BDluall g Cygalall oy dilsaalt

We have reviewed the accompanying financial statements of East West Insurance Company Limited
Window Takaful Operation (hereafter referred as "The Operator") for the year ended 31 Decomber 2019.

We acknowledge that as a Shariah Advisor of the Operator, it is Shariah Department's responsibility
to ensure that the financial arrangements, contracts and transactions under taken by the Operator with
its participanta and stakeholders are compliant with the requirements of Shariah rules and principles.
During the year, the Shariah Advisor visited the premises regularly to provide Shariah assistance in
day to day activities.

As per the charter of the Operator it is mandatory on the management and employees to ensure application
of Shariah guidelines issued by the Shariah Advisor and to ensure Shariah compliance in all actives of
the Company. The prime responsibility for ensuring Shariah compliance of the Operator's operations
thus lies with the managements.

To form our opinion as expreased in this report, we have reviewed all types of business transactions of
the Operator during the year 2019, Bazsed on above, we are of the view that under Takaful Rule 2012,

1. The financial arrangements products and transactions entered into by the Operator and the Waqf,
as the cage may be for the year ended December 31, 2019 are incompliance with the requirements
of the Shariah rules and guidelines as prescribed by the Shariah Advisor.

II. The Operator strived to identify new investment avenues and opted different available options
that delivered excellent results. During the year management continuously consulted with the
BShariah advisor on the matters and market practices relating to investment activities. The
investment avenues and locations selected by the investment manager were periodically reviewed
by the Shariah Department and are found Shariah compliant and in conformity with the Shariah
guidelines issued by the S8hariah Advisor.

III. The Shariah Department has provided Bazic Takaful training to the staff of the window Takaful
operations. Meanwhile, the mandatory training on Takaful Concept and practices was algo organized
for executive level & sales staff as well.

IV. The Operator should more focus towards enhancing the skills and knowledge for the all staff of
Window Takaful related to the Shariah structure of the company and on Takaful Concept and
practices. The Operator should organize the more sessiona for executive level & sales staff as well
around the country.

V. Consequently, we have found that the company is in accordance with the Shariah prineipals with
regpect to all transactions

May Allah bless us with the best Tawfeeq to achieve this precious tasks and best to us with success in
this world and in the world hereafter and forgive us for our mistakes . A'ameen.

Mufti Sajjad Ashraf Usmani
Shariah Advisor

East West Insurance Company Litd.
Window Takaful Operations
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with Shariah Rules and Principles

The financial arrangements, contracts and transactions, entered into by the Window Takaful Qperation
of the East West Insurance Company ("the Company") for the year ended 31 December 2012 are in
compliance with the Takaful Rules, 2012.

Further, we confirm that:

1. The Company has developed and implemented all the policies and procedures in accordance with
the Takaful Rules, 2012 and rulings of the Shariah Advisor along with a comprehensive mechanism
to ensure compliance with such rulings and Takaful Rules, 2012 in their overall operations.
Further, the governance arranpements including the reporting of events and atatus to those
charged with relevant responsgibilities, such as the Audit Committea/Shariah Advisor and the
Board of Directors have been implemented.

2. The Company has ensured availability of all manuals / agreements approved by Shariah Advisor
{ Bosard of Directors to maintain the adequate level of awareness, capacity and sensitization of the
staff and management;

3. All the producta and policies have been approved by Sharigah Advisor and the financial arrangements
including investments made, policies, contracts and transactions entered intc by Window Takaful
Operation are in accordance with the policies approved by Shariah Advisor:

4. The assets and liabilities of Window Takaful Operations (Participant's Takaful Fund and Operator's
Fund) are segregated from its other assets and liabilities, at all times in accordance with the
provisions of the Takaful Rules. 2012: and

5. Rule 10 (1) (k) of Takaful Rule 2012 which states that an operator shall ensure that in case of
general takaful each Participant Takaful Fund, at all times, has admissible assets in excess of
its liahilities. Operator had funded shortfall of PTF's asgets over liabilities by way of actual transfer
of funds ag Qard-e-Hasna to Participants Takaful Fund's bank aceount in compliance of Rule 20
(1) Takaful Rule 2012, accordingly. PTF has admissible assets in excess of ita Liabilities.

Thig has been duly confirmed by the Sharigh Advisor of the Company.

W

NAVED YUNUS
Chief Executive Officer

Earachi Dated: April 29, 2020
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to the Board of Directors on the Statement of Management's
Assessment of Compliance with the Shari'ah Principles

Introduction

We were engaged by the Board of Directorse of East West Insurance Company Limited ("the Company™) to
report on the management's assessment of compliance of the Window Takaful Operations ("Takaful Operations”)
of the Company, as set out in the annexed statement prepared by the management for the year ended
December 31, 2019, with the Takaful Rules, 2012, in the form of an independent reasonable assurance
conclugion about whether the annexed statement presents fairly the status of compliance of the Operations
with the Takaful Rules, 2012, in all material respects.

Applicable Criteria

The criteria against which the subject matter information (the Statement) is assessed comprise of the
provisions of Takaful Rules 2012.

Responaibilities of the Management

The Board of Directors / management of the Company are responsible for designing, implementing and
maintaining internal eontrols relevant to the preparation of the annexed statement that is free from material
migstatement, whether due to frand or error. It algo includes ensuring the overall compliance of the Takaful
Operations with the Takaful Rules, 2012.

The Board of Directors / management of the Company are also responsible for preventing and
detecting fraud and for identifying and ensuring that the Takaful Operations comply with laws and
regulations applicable to its activities. They are also responsible for ensuring that the management, where
appropriate, those charged with governance, and personnel involved with the Takaful Operations
compliance with the Takaful Rules, 2012 are properly trained, aystems are properly updated and that any
changes in reporting encompass all significant business units.

Our Independence and Quality Control

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

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

Our responsibilities

Our responsibility is to examine the annexed statement and to report thereon in the form of an independent
reasonable assurance conclusion based cn the evidence obtained. We conducted our engagement in accerdance
with International Standard on Assurance Engagements (ISAE) 3000, Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information issued by the International Auditing and Assurance
Btandards Board. That standard requires that we plan and perform our procedures to obtain reascnable
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agsurance about whether the annexed statement presenta fairly the status of compliance of the Takaful
Operations with the Takaful Rulea, 2012, in all material respects.

The procedures selected depend on our judgment, including the assessment of the riska of material non-
compliances with the Takaful Rules, 2012, whether due to fraud or error. In making those risk
asgessments, we have considered internal control relevant to the Takaful Qperations compliance with the
Takaful Rules, 2012, in order to design aspurance procedures that are appropriate in the circumstances,
but not for the purposes of expressing a conclusion aa to the effectiveness of the Company's internal
control over the Takaful Operations' compliance with the Takaful Rules, 2012, Reasonable assurance
is less than abaolute assurance.

A gystem of internal control, because of ite nature, may not prevent or deteet all instances of non-compliance
with Takaful Rules, 2012, and consequently cannot provide absolute assurance that the objective of
ecompliance with Takaful Rulea, 2012, will be met. Also, projection of any evaluation of effectiveness to
future periods is subject to the risk that the controls may become inadequate or fail. The procedures
performed included:

* Evaluated the systems, procedures and practices in place with respect to the Takaful operations
against the Takaful Rules, 2012 and Shari'ah advisor's guidelines;

* Evaluated the governance arrangements including the reporting of events and status to those charged
with relevant respongibilities, such as the Audit Committes / Shari'ah Advisor and the board of
directors;

* Tested for a sample of transactions relating to Takaful operations to ensure that these are carried
out in accordance with the laid down procedures and practices including the regulations relating to
Takaful operations as laid down in Takaful Rules, 2012; and

* Reviewed the statement of management's assessment of compliance of the Takaful transactions
during the vear ended December 31, 2019 with the Takaful Rules, 2012.

Coneclusion

Our conclusion has been formed on the basis of, and is subject to, the matters outlined in this report. We
believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our conclusion.
In our conclusion, the annexed statement, for the year ended December 31, 2019, presents fairly the status
of compliance of the Takaful Operations with the Takaful Rules, 2012, in all material respects.

@‘So\f——/k

BDO Ebrahim & Co.,
Chartered Accountants
Engagement Partner: Zulfikar Ali Causer

Karachi Dated: 29th April, 2020
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Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial staterents of EAST WEST INSURANCE COMPANY LIMITED -
WINDOW TAKAFUL OPERATIONS (the Qperator), which comprise the statement of finaneial position as
at December 31, 2019, and the profit and loss account, the statement of comprehensive income, the statement
of changes in funds and the cash flow statement for the year then ended, and netes to the financial statements,
including a summary of gignificant accounting policies and other explanatory information and we state that
we have obtained all the information and explanations which, to the hest of our Imowledge 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 Palkistan and give the information required by the
Insurance Ordinance, 2000 and the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of Operator's affairs as at December 31,2019 and of the
profit and other comprehensive income, the changes in funds 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 standarde are further deseribed in the Auditor's Respongibilities
for the Audit of the Finanecial Statements section of our report. We are independent of the Operator in
accordance with the International Ethics Standards Board for Accountanta' 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 sudit evidence we have
obtained is sufficient and appropriate to provide a basia for our opinion.

Key Audit Matter

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. We have determined that there are no key audit matters to communicate
in our report.

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

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

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

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing o, consider whether the other information is materially ineonsistent 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 8 material misstatement of this other information, we are
required to report that fact, We have nothing to report in this regard.
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Responeibilities of Management and Board of Directora for the Financial Statementa

Management is respongible for the preparation and fair presentation of the financial statements in accordance
with accounting and reporting standards as applicable in Pakigtan 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 finaneial statementsa that are free from material
misgtatement, whether due to fraud or error,

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

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

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

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

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

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

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

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




EAST
WEST
IHEARCE

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

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

From the matters communicated with the board of directors, we determine those matters that were of most
significance in the audit of the financial statements of the current year and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

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

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

b) the statement of financial position, the profit and loss account, the statement of comprehenaive income,
the statement of changes in funds and the statement of cash flows together with the notes thereon
have been drawn up in conformity with the Insurance Ordinance, 2000, the Companies Act, 2017 (X1
of 2017), and are in agreement with the books of account;

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

d) no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).
The engagement partner on the audit resulting in this independent auditor's report is Zulfiksr Ali Causer.

@N-QV—/A

BDO Ebrahim & Co.,
Chartered Accountants

Karachi Dated: 20th April, 2020
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AS AT DECEMBER 131, 2019

{(Bupees in ‘000)
December 31, 2019 December 31, 2018
Operator’s Participant's Operator’s Participant's
Note  Fund  TakafalFund “CET°ER®  "Rid  Tokoful Funq AEETCEtE
ABRETS
Property and equipment 7 11,949 11,949
Investment property - at cost 8 37,100 37,100 . .
Tnvestmenta 9 - - 50,000 50,000
Qard-c-Hasna to PTF 10 18,150 - 18,150 8,000 6,000
Accrued investment income . b 5 130 3 133
Takaful / retakafisl receivahles 11 - 78,478 T8ATS - 8,7 8771
Taxntion - net 12 386 15 401 122 . 122
Deferred waksls expense 21 . 41,701 41,701 . 4,109 4109
Defierved commisgion expense 2 18,571 - 19571 1673 - 1678
Beceivable from PTF 16,233 . 16,233 1,800 . 1,800
Prepaymenta 13 433 44,455 44,893 . 366 366
Cash and bank 14 16 812 828 700 b1l 1,211
TOTAL ASSETS 103,343 165461 259,904 60,436 13,760 74,185
EQUITY AND LIARILITIES
Operator's fund
Statutory fund 16 £0,000 50,000 50,000 50,000
Accumulated qurplua / (loeses) 11,080 11,080 {820) (920)
61,090 61,090 49,080 48,080
Caded money 500 500 5% 500
Accumulated surplua f (Jogses) 9,441 9441 {5,666) {5,558)
9,941 9,841 {5,068) {5,068)
Qard.e. Hasna 10 18,160 18,160 6,000 6,000
LIABILITIES
Undsrarit ..
Qutatanding claima . . . .
TUnearned contribution reserve 19 86,424 86,424 10,821 10,821
Unearned retakaful rebate 22 7,318 7,819 37 a7
93,743 99,748 10,858 10,858
Takaful / Re-takaful payable . 15,193 15,198 - - -
Unearned wakala foe 2 31,701 . 31,701 4109 4109
Contribution received in advanee - 9,457 2457 - - -
Payable to OFF . 16,733 15,733 . 1,300 1,300
Other creditors and accruals 16 6,912 Bl 7,166 800 658 1,468
Payable to East West Insurance
Company Limited 17 4,140 4,140 6,438 8,438
TOTAL LIABILITIES 278 13737 170,138 11,845 15,81 84,161
TOTAL EQUITY AND LIABILITIES 108,843 155461 259,304 60425 13,760 T4,185
CONTINGENCIES AND COMMITMENTS 18
Ths annexed notes from 1 to 36 form an integral part of these financial statements.
| .
—_ ot - D )
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Chairman Chief Executive Officer Director Director Chief Financial Officer

Karachi Dated : 28th April, 2020




FOR THE YEAR ENDED DECEMBER 31, 2019
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(Rupees in ‘000)

For the period

from
May 08, 2018 to
Note December 31, December 31,
2019 2018
Participants' Takaful Fund
Revenue Account
Net takaful contribution 19 66,841 {2,201)
Net takaful claima 20 (14,765) (836)
Wakala expense 21 (44,865) (2,548)
Direct expenses @ (L
Retakaful rebate 22 7,703 24
Underwriting resulis 14,921 (5,669)
Investment income 25 76 3
Surplus / (deficit) for the year / period 14,997 (5,558)
Operator's Fund
Revenue Account
Wakala fee 21 44,856 2,546
Commiasion expense 23 (25,950) (1,122)
Management expenses 24 (5,620) (2,579)
Operating resulte 13,285 {1,166)
Investment income 26 2,745 1,316
Rental income 232
Cther expensea 26 {4,252) {1,080)
Proflt / (loas) for the year / period 12,010 (920)

The annexed notes from 1 to 36 form an integral part of these financial statements.

Chief Executive Officer Director Director

Ny et b £

Chairman

Earachi Dated : 20th April, 2020

Mo

Chief Financial Qfficer
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FOR THE YEAR ENDED DECEMBER 11, 2019

{Rupees in 000}

For the period
from
May 08, 2018 to
Note December 31, December 31,
2019 2018
Participants' Takaful Fund
Surplus / {deficit) for the year / period 14,997 (5,556)
Other comprehensive income
Total comprehenaive income / (losa) for the year / period 14,997 (5,668)
Operator's Fund
Profit / (loas) for the year / period 12,010 (920)
Other comprehenaive income
Total comprehengive income / (loss) for the year / period 12,010 (920)

The annexed notes from 1 to 36 form an integral part of these financial statements.

ST P 7.

Chairman Chief Executive Officer Director Director Chief Financial Officer

EKarachi Dated : 20th April, 2020




FOR THE YEAR ENDED DECEMEER 31, 2019

Contribution made during the period
Total comprehensive income for the period
Lose for the period
Other comprehengive income

Balanece as at December 31, 3018
Total comprehensive income for the year
Profit for the year

Other comprehensive income

Balance as at December 31, 2019

Ceded money

Total comprehensive income for the period
Deficit for the period
Other comprehensive income

Balance as at December 31, 2018
Total comprehensive income for the year
Burplua for the year

Other comprehensive income

Balance as at December 31, 2019

EAST
WEST
o0, LIS,

(Rupees in *000)
Operator’s Fund
Statutory Accumulated Total
Fund Loages

00,000 50,000
(920) (920)

(820) (920)

50,000 (920) 49,080
12,010 12,010

12,010 12,010

50,000 11,090 61,090

Participant’s Fund

Statutory Accumulated Total
Fund Loagesn
500 500
{5,556) (5,656)
{5,666) (5,656)
500 (5,556) (5,056)
14,997 14,997
14,997 14,997
500 9,441 9,941

The annexed notea from 1 to 36 form an integral part of these financial statements.

— e
NS e T = ot / A oot f g e M
T
Chairmsn Chief Executive Officer Dirsctor Director Chief Financial Officer

Karachi Dated : 28th April, 2020
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FOR THE YEAR ENDED DECEMBER 31, 2019

OPERATING CASH FLOWS
(n) Takaful activities
Contribution received
Retakaful contribution paid
Claims paid
Retakaful and recoveries received
Commission paid
Retakaful rebate received
Wakala fee received
Wakala fee paid
Net cash generated from / (used in} takaful activities

(b) Other operating activities

Income tax paid

Direct expenses paid

Other expeneea paid

Management expensea paid

Other operating receipts

Net cash generated from other operating activities

Net eash generated from f (used in} operating activities

INVESTMENT ACTIVITIES
Profit / return received on investments
Addition to plant and equipment
Addition to investments
Proceeds from digposal of investment
Qard.-e-Hasna to PTF
Net cash (used in) / generated

from investing activities

FINANCING ACTIVITIES
Contribution to the Operator's fund
Ceded money
Qard.e-Hasna from OPF
Net cash generated from financing activitiea
Net {decreaaec) f increase in cash and cash equivalents
Cash and cash equivalents at beginning
of the year / period
Cash and ecash equivalents at end of the year / period

v, e T ':"):— ) ‘JJ /

Chairman Chief Executive Officer

Karachi Dated : 20th April, 2020

(Rupees in ‘000)

For the period from
May 08, 2018 to
For the year ended December 31, 2019  Docember 31, 2018
Operator’s Participant’s Aggregate Aggregate
Fund Takaful Fund
146,106 146,106 8,575
(99,803) (99,803) {9,092)
(98,069) (98,069) {835)
- 83,304 83,304 -
(39,535) - (99,535) {2,518)
. 14,985 14,985 60
72,447 - 72,447 6,655
. (72,447) (72,447) (6,655)
32,912 (25,924) 6,988 (3,810)
(264) (15) (279) (122)
. @ 3 68
{3,001) - (3,001) {1,080)
{3,821) - (3,821) {2,056)
(17,167 14,019 (3,148) 6,594
(24,253) 14,001 (10,252) 3,336
8,659 (11,922) (3,264) (475)
3,107 74 3,181 1,186
(50,300) (50,300)
(20,000) (20,000)
20,000 20,000 .
(12,160) (12,150 (6,000)
(69,343} T4 (69,289) (4,814)
60,000
- - 600
12,150 12,150 6,000
. 12,150 12,150 56,600
(60,684) 301 (60,383) 51,211
60,700 611 51,211 .
16 812 828 51,211
- (AN NN - i
Director Director Chief Financial Officer
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(Rupees in ‘000)
For the period from

May 08, 2018 to
For the year ended December 31, 2019  December 31, 2018

Operator's Participant’s Aggregate Aggregate
Fund Takaful Fund

Reconciliation to profit and loss account;

Operating cash flows 8,669 (11,923) (3,264) {478)
Depreciation (1,261) - (1,251)
Return on deposita 3,107 T4 8,181 1,186
Increase in aseets other than cash 32,904 141,400 174,304 16,976
Increase in liabilities (31,409) (114,5654) (145,963) (24,162)
Profit / (loas) for the year / period 12,010 14,997 27,007 (6,476)
Attributed to:
Operator's Fund 12,010 920)
Participants' Takaful Fund 14,997 (5,5656)
27,007 (6,476)
CASH AND CASH EQUIVALENTS
Cagh at bank 16 812 828 1,211
50,000

Term deposits

18 B12 828 651,211

The annexed notea from 1 to 36 form an integral part of these financial atatemente.

\\,\_QLM-__&L%:;?)_ ‘}J (J. 4_&;/, @MQMQ-’- M

Chairman Chief Executive Officer Director Director Chief Financial Officer

Karachi Dated : 28th April, 2020
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FOR THE YEAR ENDED DECEMBER 31, 2019

STATUS AND NATURE OF BUSINESS

1.1  East West Insurance Company Limited (the Operator) hag been allowed to undertake Window Takaful
Operations (WTQ) on May 08, 2018 by Securities and Exchange Commission of Pakistan (SECP) under
SECP Takaful Rules, 2012 to carry on General Window Takaful Operations in Pakistan.

1.2  For the purpose of carrying on the takaful business, the Operator has formed a Participants' Takaful
Fund (PTF) on April 06, 2018 under the Waqf deed with the ceded money of Rs. 500,000. The Waqf deed
and PTF policies (Waqf Rules) which govern the relationship of Operator, Waqf and Participants for
management of Takaful operations, investment of Wagf and Operator's Fund are approved by the Shariah
Advisor of the Operator.

2 GEOGRAPHICAL LOCATION AND ADDRESSES OF BUSINESS UNITS

The registered office of the Operator is situated at 27, Regal Plaza, Jinnah Road, Quetta. The principal
place of business is mituated at Sarwar Shaheed Road, Lakson Square Building No. 03, 4th, Floor Karachi.

8 BASIS OF PREPARATION

Thess financial statements have been prepared in line with the format issued by the SECP through
Ingurance Rules, 2017, and SECP Circular no 26 of 2015 dated July 09, 2015,

These financial statements reflect the financial position and resulta of operationa of both the Operator's
Fund (OPF) and Participants’ Takaful Fund (PTF) in a manner that the assets, liabilities, income and
expensss of the Operator and PTF remain separately identifiable.

3.1 Statement of compliance

3.1.1 These financial statements have been prepared in accordance with accounting and reporting standards
as applicable in Pakistan. The accounting and reporting standards comprise of International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as are
notified under the Companies Act, 2017, provizions of and directives issued under the Companies Act,
2017, the Ingurance Ordinance, 2000, the Insurance Rules, 2017, Insurance Accounting Regulation and
SECP Takaful Rules, 2012.

In case requirements differ, the provision of and directives issued under the Companies Act, 2017, the
Insurance Ordinance, 2000, the Insurance Rules, 2017, Insurance Accounting regulations, 2017 and
SECP Takaful Rules, 2012, shall prevail. Total assets, total liabilities and profit or logs of the Window
Takaful Operations of the Operator's referred to as the Operator's Fund has been presented in these
financial statementa in accordance with the requirements of Circular 25 of 2015 dated July 9, 2015.

3.2 Functional and presentation currency

These financial statements are presented in Pak Rupees, which is also the Operator's functional carrency.
All financial atatements presented in Pak Rupees have been rounded to nearest Rupees, unless otherwise
stated.

4 NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED
ACCOUNTING STANDARDS

4,1 Amendments that are effective in current year and not relevant to the Operator

The Operator has adopted the amendmenta to the following approved accounting etandards aas applicable
in Pakistan which became effective during the year from the dates mentioned below against the reapective

standard:
Effective date
(annual periodas
beginning on or
after)
Conceptual Framework for Financial Reporting 2018 - Original Issue March 01, 2018

IFRS 5 Additional hedge accounting discloaures (and consequential
amendments) resulting from the introduction of the hedge
accounting chapter in IFRS 9 July 01, 2018




4.2

4.3

Effective date
I(:1.1::1:1!.19.1 periods
eginning on or
after)

IFRS7  Financial Instrumenta : Disclosures - additional hedge
accounting disclosures(and consequential amendments)
resulting from the introduction of the hedge accounting
chapter in IFRS 9 July 01, 2018

IFRS 9 Financial Instruments - reissue to incorporate a hedge

accounting chapter and permit the early application of the

requirements for presenting in other comprehengive income

the 'own credit’ gains or losaea on financial liabilities

designated under the fair value option without early

applying the other requirements of IFRS 9 July 01, 2018
IFRS 9 Financial Instruments - finalised version, incorporating

requirements for classification and measurement,

impairment, general hedge accounting and derecognition July 01, 2018

IFRS 16 Leases January 01, 2019

IAS 39 Financial Instruments: Recognition and Measurements-
amendments to permit an entity to elect to continue to apply
the hedge accounting requirements in IAS39 for a fair value
hedge of the interest rate exposure of a portion of a
portfolio of financial assets or financial liabilities when IFRS 9
is applied, and to extend the fair value cption to certain

contracts that meet the 'own use' scope exception July 01, 2018
IFRS 8 Amendments regarding prepayment featurea with negative
compensation and modifications of financial liabilities January 01, 2019

IFRS 9 Finanecial Instruments - amendments regarding prepayment
features with negative compensation and modifications of
financial labilities negative compensation and modifications

of financial liabilities January 01, 2019
IAS 19 Employee benefite - amendments regarding plan
amendments, curtailmenta or settlements January 01, 2019

JAS 28 Investments in Associates and Joint Ventures - amendmenta
regarding long-term interesta in aesociates and joint ventures January 01, 2019

Other than the amendments to standards mentioned above, there are certain annual improvements made
to IFRS that became effective during the year;

Annual improvements to IFRSs (2015 — 2017) Cycle:

IFRS 3 Buginess Combinationg January 01, 2019
IFRS 11 Joint Arrangements January 01, 2019

IAS 12 Income Taxes January 01, 2019

IAS 23 Borrowing Costs January 01, 2019
Standards / amendments that are effective in current year and relevant to the Operator
IFR8 156 Original issue July 01, 2018

IFR8 156 Clarifications to IFRS 15 July 01, 2018

The impact of its adoption or classification and measurement is not considered material on these financial
statements.

Amendments not yet effective

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

The following amendments to the approved accounting standards as applicable in Pakistan would be effective
from the dates mentioned below against the respective standard:
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4.4

5.1

Amendments to IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS 1, IAS 8, IAS 34,
IAS 37, IAS 38,IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and SIC-32 to
update these pronouncementa with regard to references to and quotes
from the framework or to indicate where they refer to different version

of the Conceptual Framework. January 01, 2020
IFRS 3 Business Combinations - amsndments to clarify the definition

of & business January 01, 2020
IFRS 14 Regulatory Deferral Accounts July 01, 2019
IAS1 Presentation of Financial Statements - amendments regarding

the definition of materiality January 01, 2020

IAS 8 Accounting Policies, Changes in Accounting Estimates and

Errors - amendments regarding the definition of materiality  January 01, 2020
IAS 39 Amendments regarding pre-replacement isaues in the context

of the IBOR reform January 01, 2020

Standards or interpretations not yet effective

The following new standardas and interpretations have been issued by the International Accounting Standards
Board (IASB), which have not been adopted locally by the Securities and Exchange Commission of Pakiatan
(SECP):

IFRS 1 Firgt Time Adoption of International Financial Reporting Standards
IFRS 17 Ingurance Contracts

The Operator expects that the adoption of the other amendments and intexpretations of the standards will
not have any material impaet and thersfore will not affect on theses financial statements in the period of
initial application.

BASIS OF MEASUREMENT

These financial etatements have been prepared under the historical cost convention except otherwise stated.

The financial statements have been prepared following the accrual basis of accounting except for the cash
flow information.
Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved financial reporting standards, as
applicable in Pakistan, requires the use of cextain critical accounting estimates. It alszo requires management
to exercige its judgment in the process of applying the Operator's accounting policies.

Estimates and judgments are continually evaluated and are based on the historical experience, including
expectations of future events that are believed to be reasonable under the circumstances. These estimates
and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised, if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both periods. In particular, judgements and
estimates made by the management in the application of approved aceounting standards, as applicable in
Pakigtan, that involve a high degree of complexity or asgumptions and are gignificant to these financial
statementa are aa follows:

Note
- Determining the residual values, depreciation method and useful lives
of property and equipment 6.1
- Determining the residual values, depreciation method and useful lives
of investment property at coat 6.2
- Unearned contribution regerve 6.5.2
- Contribution due but unpaid - net 6.5.3
- Provision for outstanding claims (including IBNR) 6.6.1
- Unsearned retakaful rebate 6.9.2
- Retakaful recoveries againegt outstanding claims 6.8
- Classification of takaful contracts 6.4
- Prepaid Retakaful contribution ceded 6.7.2
- Segment reporting 6.14
- Impairment of assets 6.22
- Deferred commisgion expense 691

- Allocation of management expenses 6.18




6.1

6.3

SEAST
ST

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are act out below:
Property and equipment

Property and equipment are stated at cost less accumulated depreciation and impairment in value, if any.

Depreciation is charged to profit and loss account applying the reducing balance method at the rates specified
in the note 7 to the financial statements.

In reapect of addition and disposaal during the year, depreciation is charged from the month of acquisition
and upto the month preceding the disposal respectively.

Subsequent costs are included in the aseet's carrying amount or recognised separate asset, as appropriate,
only when it is probable that future economic benefits associated with the items will flow to the Operator
and the cost of the item can be meagured reliably, All other repair and maintenance coats are charged to
the profit and loss account in the year in which they are incurred. The gain or loas on diepossl or retirement
of an asset represented by the difference between the sale proceeds and the carrying amount of the asset
is recognized as an income or expense.

Investment property - at cost

Thease are asaets held for capital appreciation and for rental earnings and are measured under the coat
model. These are stated at cost less accumulated depreciation and impairment.

Investment property is derecognised when sither they have been dmpo:sed of or when the investment property
is permanently withdrawn from use and no future economic benefit is expected from its disposal. The
difference between the net disposals and carrying amount of the asset is recognised in the statement of profit
or losa in the year of derecognition.

Transfers are mads to or from the investment property only when there is a change in uss. If owner occupied
property becomes an investment property, the Operator accounts for such property in sccordance with the
policy stated under property, plant and equipment upto the date of change in uge.

Depreciation is charged to statement of profit or loss using the straight-line method over their estimated
useful lives at the rates disclosed in note 8 to these financial statements, whereby the cost of an naset leaz
residusl value is written-off over its estimated useful life. A full month’s depreciation is charged for assets
in the month of purchase and no depreciation is charged in the month of disporal.

Maintenance and normal repairs are charged to statement of profit or loas as and when incurred. Major
renewals and improvements, if any, are capitalised.

Rental income from investment property that is leased to 4 third party under an operating leass is recognised
in profit and loss account on a straight-line basis over the lease term.

IFRS 9 - Financial Instruments and Amendment to IFRS 4 'Insurance Contracts- Applying IFRS
9 '‘Financial Instruments with IFRS 4

IFRS 8 'Financisl Instruments' wae issued on July 24, 2017. This standsard ie adopted locally by the Securitiss
and Exchange Commission of Pakistan through its S.R.0. 229 (I}/2019 and is effective for accounting period
{ year ending on or after June 30, 2019,

IFRS8 & replaces the existing guidance in A8 39 Financial Instrumenta: 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

E'e;l;:iremnéents. It also canries forward the guidance on recognition and derecognition of financial instruments
39,

Amendment to IFRS 4 'Insurance Contracte- Applying IFRS @ 'Financial Instruments with IFRS 4 (effective
for annual periods beginning on or after July 01, 2018). The amendment address issue arising from the
different effective dates of IFRS 9 and the forthcoming new standard IFRS 17 'Insurance Contracts'. The
amendments introduce two alternative options for entitics 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 allowz an entity applying IFRS 9 from
July 01, 2018 onwards to remove from profit or loss the effects of some of the accounting mismatches that
may occur from applying TFRS 9 hefore IFRS 17 ig applied.
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Temporary Exemption from Application of IFRS ¢

As an ingurance Operator, the management has opted temporary exemption from the application of IFRS
Qua]lowedbylntemahonalAmountmgStandardaBoard([ASB) for entitiea whose activities are

connected with insurance. Additional disclosures, as required by the IASB, for being eligible to apply the
temporary exemption from the application of IFRS 9 are given below.

The fair value of the financial sssets are not significantly different from their carrying amounts sincs these
asgeta are short term in nature or are frequently repriced to market rate,

When adopted IFRS 9 replacea the existing IAS 39, 'Financial Instruments - Recognition and Measurement'
and will affect the following two areas.

Classification and measurement of financial asseta and financial liabilities

IFRS 9 largely retaing the existing requivements in IAS 39 for the clagrification and meagurement of financial
Liabilities. However, it eliminates the previous IAS 3% categoriea for financial asseta of held to maturity,
loans and receivables and availabls for sale.

The impact of IFRS 9 on the clazsification and measurement of financial assets iz et out below.

Under IFRS 9, on initial recognition, s financial asset is clageified as measured at: amortised cost; fair value
through other comprehensive income (FVQOCI) — debt investment; FVOCI — equity inveatment; or fair value
through profit and loas (FVTPL). The classification of financisl assets under IFRS 9 is generally based on
the business model in which a financial asset is managed and its contractual cash flow characteristics.

The following table explaing the original measurement categories under IAS 39 and the new measurement
categories under IFRS 9 for each class of the Operator and Participants' financial assets and financial

liabilitiea.
{(Rupees in ‘000)
Original New Original Now carrying
classification classification carrying | amount under
under IAS 39 under IFRS 9 amount under IFRS ¢
IAS 39

OPERATOR’S FUND
Financial assets
Qard-e-Hasna to PTF Loans and receivables Amortised cost 18,150 18,150
Accrued investment income Loang and receivables Amortiged cont - -
Cash at bank Loans and receivables Amortiged cost 16 16
Receivable from PTF Loans and receivables Amortiged cost 16,233 16,233
Financial Liabilities
Other ereditors and aceruals Other financial liabilities Amortised cost 6,913 6,913
PARTICIPENTS' TAEAFUL FUND
Financial assets
Accrued investment income Loans and receivables Amortised cost b b
Takaful / retakaful receivable Loans and receivables Amortised cost 78,473 78,473
Cash at bank Loans and receivables Amortised cost 812 812
Financial Liabilities
Qard-o-Hasna from Operator Other financial lighilities Amaortised cost 18,150 18,150
Qutstanding claims Other finanecial liahilities Amortised cont . .
Takaful f Re-takaful payable Other financial lighilities Amortiged cont 15,193 15,193
Payable to Operator’s Fund Other financial liahilities Amortised cost 15,733 15,733
Other creditors and accruals Other financial liabilities Amortiged cost 244 244




6.4

Apg on reporting dates the fair value of the Operator’s financial agsets are not gignificantly different from
their carrying amounts.

Impairment of financial asseta

In relation to the impairment of financial assets, IFES 9 requires an expected credit logs (ECL) model, ss
opposed to an incurred credit loas model under IAS 39, The expected credit loss model requires an entity
to aceount for expected credit loases and changes in those expected credit losses at each reporting date to
reflect changes in credit risk since initial recognition. In other words, it is no longer necessary for a credit
event to have occurred before credit losses are recognized. The ECL model involve significant judgments and
egtimation processes. The Operator ia currently in the process of analyzing the potential impact of expected
credit loss model upon adoption of IFRS 9.

Takaful contracta

Takaful contracts are based on the principles of Wakals. Takaful contracts so agresd usually inspire concept
of Tabarru (to donate for benefit of others) and mutual gharing of losses with the overall objective of
eliminating the element of uncertainty.

A separate Participanta Takaful Fund (PTF) is created in which all contribution received under general
takaful eontribution net off any government levies and administrative surcharge are credited. The role of
Takaful Operator ie of the management of the PTF. At the initial stage of the setup of the PTF, the Takaful
Operator makes payment ag coded money to the PTF. The terms of the takaful contracts are in accordance
with the generally accepted principles and norma of ingurance business auitably modified with guidance by
the Shariah Advisor of the Takaful Operator.
Omce a contract has been clagsified as a takaful contract, it remains a takaful contract for the remainder
of ite lifetime, even if the takaful riak reducea aignificantly during this period, unleas all rights and obligations
are extinguished or expired.
The Operator underwrites non-life takaful contracts that can be categorised into:

- Fire and property damage

- Marine, aviation and tranaport

- Motor

- Miscellansous

Contracts may be concluded for a fixed term of one year, for less than one year and in some cases for more
than one year. However, most of the contracts are for twelve monthe duration. Takaful contracts entered
into by the Operator under which the contract holder is another takaful operator (inwards retakaful) of a
facultative nature are included within the individual category of takaful contracta, other than those which
fall under treaty. The takaful risk involved in these contracts is similar to the contracts undertaken by the
Operator as takaful operator.

Fire and property damage

Fire and property takaful contracts mainly compensaate the customera for damage suffered to their property.
Customers who undertake commercial activities on their premises could also receive compeneation for the
loss of earnings caused by the inability to use the covered properties in their business activities (business
interruption cover),

Marine, aviation and transport

Marine, aviation and transport claes of business provides coverage against loss and damage to goods in
trangit by any meang of conveyance, physical logs or damage to aircraft, shipe, and against liahilitiea to third
parties and passengera ariging from their use.

Motor

Motor takaful contracts cover physical loss or damage to the vehicle and lisbilities to third parties as provided
under the requirements of the Motor Vehicle Ordinance, 1965,

Miscellaneoua

All other takaful contracts like machinery breakdown, bonds, cash in hand, cash in transit, personal accident,
public Liabilities, health, crop, livestock, travel, bankers and other financial ingtitutions packages, product
liabilities, profesaional indemnity, workera compensation ete. are included under Miscellaneous takaful

cover.
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6.5
6.5.1

6.5.3

6.6.1

6.7
6.7.1

Contribution
Contribution income earned

Contribution written under a policy is recoghized as incoms over the period of takaful from the date of igsue
of the policy to which it relates to ita expiry as followa:

a) for takaful buasiness, evenly over the period of the policy;
b) for proportional retakaful businees, evenly over the period of underlying retakaful policies; and

¢)  for non-proportionsl retakaful business, on inception of the retakaful contract in accordance with the
pattern of retakaful service.

Where the pattern of incidence of risk varies over the period of the policy, contribution is recognized as
revenue in accordance with the pattern of incidence of risk.

Whers contribution for a policy is payvable in installments, full contribution for the duration of the policy is
recognized as written at the inception of the policy and a related azset is set up in respect of the contribution
receivable at a later date. Contribution is stated grose of commisaion payable to intermediaries and exclugive
of taxes and duties levied on contributions.

Unearned contribution reserve

The unearned contribution reserve is the unexpired portion of the contribution including administrative
surcharge which relates to business in force at the balance gheet date. Unearned contribution has been
calculated by applying 1/24th method and proportionate method for policies covering a period of one year
and other policies respectively as epecified in the Insurance Rules, 2017.

Contribution due but unpaid - net

Contribution due but unpaid under takaful contracts is recorded as receivable when it is due, at the fair
value of consideration receivable less provision for doubtful debtas, if any, If there is objective evidence that
the receivable is impaired, the Operator reduces the carrying amount of the receivable accordingly and
recognizes it as impairment loss in profit and loss account.

Claima expense

Takaful claims are charged to PTF and include all claims occurring during the year, whether reported or
not, including external claims handling coats that are directly related to the procesaing and settlement of
claims, reduction for the value of salvage and other recoveries, and any adjustments to claims outstanding
from previous years. Claims are charged to profit and loss account as incurred based on estimsated Liability
for compensation owed under the takaful contracts.

Provision for outstanding claims (including TBNR)

The PTF recognises liability in reapect of all claims incurred upto the atatement of financial position date
which is measured at the undiscounted value of the sxpected future payments. The claims sre considered
to be incurred at the time of the incident giving rise to the claim except as otherwise expressly indicated
in a Takaful contract,

The proviaion for claims incurred but not reported (IBNR) ia made at the statement of financial poaition
date, in accordance with SECP circular no. 9 of 2016. For estimation of IBNR claims reserve, the liability
for IBNR for all classes of busineszs is based on actuary recommendation. Any significant change in agsumption
used event may affect the management's judgement which could affect the provision made for IBNR.
Reinsurance recoveriea against outatanding claims and salvage recoveries are recognized as an asset and
are measured at the amount expected to be received.

Retakaful contracts
Retakaful expense

Contribution ceded is recognized as an expense over the period of retakaful from inception to which it relates
to ita expiry as followa:

a) for proportional retakaful business, evenly over the period of the underlying policies;
b))  for non-proportionsal retakaful business, evenly over the period of indemnity.

Where the pattern of incidence of risk varies over the period of the policy, retakaful contribution is recognized
as expense in accordance with the pattern of incidence of risk.
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6.7.2 Prepaid retakaful contribution ceded
The portion of retakaful contribution ceded not recognized aa an expense as at year end is recognized as
prepaid retakaful contribution ceded. Unrecognized portion is determined in the same manner as for unearned
contribution reserve.

6.8 Betakaful recoveries against outstanding claims

Claima recoveries receivable from retakaful operator are recognized as an asaet at the same time as the
claima, which give rise to the right of recovery, are recognized as a liability and are measured at the amount
expected to be received.

6.9 Commission
6.9.1 Commiassion expense

Commission expensae incurred in obtaining and recording policiea ia deferred and is recognized in the profit
and loss account s an expense in accordance with the pattern of recognition of takaful contribution revenue.

6.9.2 Rebate from retakaful operators

Rebate income from retakaful is recognised at the time of issuance of the underlying takaful policy. These
are deferred and recognized as liability and recognized in the profit and loss account as revenue in
with the pattern of recognition of retakaful contribution.

6.10 Walkala and Mudarib fee

The Operator manages the general takaful operations for the participants and charges 40% for fire and
property, 40% for marine, aviation and transport, 35% for motor, 35% for miscellaneous and 20% for health,
on groea contribution written including administrative surcharge as wakala fee againat the services.

‘Whakala fes is recognised on the same bagis a8 the related revenue is recognired. Unexpired portion of wakala
fee is recopnized as a liability of OPF and an asset of PTF.

The Operator algo manages the Participants’ investment as Mudarib and charges 650% of the investment /
deposit income earned by the PTF as Mudarib's share.

6.11 Takaful surplus

Takaful surplus attributable to the participants is caleulated after charging all direct cozt and setting aside
varioug regerves. Allocation to participants, if applicable, is made after sdjustment of claims paid to them
during the year.

6.12 Qard-e-Hasna

Qard-s-Hasna (interset fres loan) is provided by Operators' Fund to PTF in case of deficit in PTF. Qard-e-
Hagna is recognised at the amount provided to PTF less impairment, if any. In the event of future sumrplus
in the Participants' Takaful Fund, to which a Qard-e-Hasna has been made, the Qard-e-Hasna shall be
repaid prior to distribution of surplus to Participanta.

6.13 Revenue recognition
6.13.1 Participants' takaful fund
6.13.1.1 Contribution
The revenue recognition policy for contributions ia given under note 6.5.1.
51312 Rebate from retakaful operators
The revenue recognition policy for rebate from Re-takaful operators iz given under note 6.9.2,
6.13.2 Operator's fund
The revenue recognition policy for wakala fee is given under note 6.10.
6.13.3 Participants' takaful fund / Operator's fund
6.13.3.1 Investment income
Profit on investments, return on profit and loss sharing accounts and bank deposits are recognized on accrual

bagis.
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6.14

6.15

6.16

6.17

6.18

6.19

6.20

6.21

Segment reporting

An operating segment is 4 component of the Operator that engages in business activities from which it may
earn revenues and incur expenses, The Operator presents gegment reporting of operating results using the
clagaea of buginess as specified under the Insurance Ordinance, 2000 and the Ingurance Rules, 2017 as the
primary reporting format.

The Operator has four primary business sepments for reporting purposes namely; fire and property damage,
marine, aviation and transport, motor and miscellaneous. The nature and business activities of these
segments are disclosed in note 6.4.

Aggets, liabilities and capital expenditures that are directly attributable to segments have been assigned
to them while the carrying amount of certain assets used jointly by two or more segments have been allocated
to segments on a reasonable basis. Those assets and liabilities which cannot be allocated to a particular
segment on a reasonable bagiz are reported as unallocated corporate assets and Liabilities.

Financial ingtruments

Financial asseta and financial liabilities are recognized when the Operator becomes a party to the contractual
provisions of the instrument and derecognized when the Operator loses control of contractusal rights that
comprize the financial assets and, in the case of financial liabilities, when the obligation specified in the
contract is discharged, cancelled or expired. Any gain or loss on the derecognition of the financial assets and
linbilities is included in the profit or loss account for the period in which it arises.

Finaneial instrumentsa carried in the atatement of financial position include investmenta, acerued investment

income, takaful / retakaful receivables, receivable from PTF, cash and bank deposits, payable to OPF, other
creditors and accruals and payable to East West Insurance Company Limited.

Off setting of financial asset and financial liahilities

Finanecial asseta and financial liabilities are off-set and the net amount is reported in the financial atatementa
when there is a legally enforceable right to set-off the recognized amount and the Operator intends either
to settle on net basis, or realize the assets and to settle the liahilities simultaneously.

Related party transactions

All tranaactions involving related parties ariaing in the normal course of busineas are conducted at arm's
length at normal commercial rates on the same terms and conditions as third party transactions using
valuation modes, a8 admissible, except in extremely rare circumstances whers, subject to the approval of
the board of directors, it is in the interest of the Operator to do so.

Taxation

The profit of the Operator is taxed as part of total profit of the East West Insurance Company Limited as
the Operator is not separately registered for tax purposes.

Management expenses

Expenses allocated to the PTF represent directly attributable expenses and these are allocated to various
revenue accounts on equitable basis. Expenses not directly allocable to PTF are charged to OPF.

Creditors, aceruals and provisions

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

Provisions are recognised when the Operator / PTF has a present legal or constructive obligation as a result
of paet events and it is probable that an outflow of resources embodying sconomic bensfits will be required
to settle the obligation and a relisble estimate of the amount can be made.

Provigions will be reviewed at each statement of financial position date and will be adjusted to reflect the
current estimate.

Receivables and payables related to Takaful contracts

These are recognizsed at cost, which is the fair value of the consideration given. However, an assessment is
made at each statement of financial position date to determine whether there is objective evidence that a
financial asset or group of assets may be impaired. If such evidence exists, the eatimated recoverable amount
of that asset 18 determined and any impairment loss is recognised for the difference between the recoverable
amount and the carrying amount.




6.22 Impairment

The carrying amount of assets are reviewed at each reporting date to determine whether there ias any
indication of impairment of any asset or group of aseets. If such indieation exists, the recoverable amount
of asset is extimated. An impairment loss is recognized whenever the carrying amount of an asset exceeds
its recoverable amount. The recoverable amount ig the higher of an agget fair value less cost to gell and value
in use. Impairment losses are recognised in profit and losa account.

6.283 Cash and cash equivalents

8.1

8.3
8.4

Cash and cash squivalente are carried in the statement of financial position at cost. For the purpose of cash
flow statement, cash and cash equivalents congist of cash at bank in cirrent and saving account, cash in
hand, stampa in hand and bank deposits.

PROPERTY AND EQUIPMENT
2019 {Rupees in ‘000)
Coat Agcumnlated Depreciation
Particulars Aagt | Addiions | Tramaferto  Aset | Asab |poug, \Tranderts  Asat Written
J 1,| during the | investment| December | Jan invesiment | December |down velue| rate’
g e e e ars” | " for theyear "eiment) Docet
Office Premises - 48,000 (38,000) 10,000 - T83 {700) 83 9,917 5%
Vehicles . 2,300 . 2,300 . 268 . 268 2,082 20%
50,300 (38,000) 13,300 - 1,051 {'140) 351 11,949

(Rupees in 000)
2019 2018

Operator’s Participant’s Apggregate Aggregate
Fund Takaful Fund

INVESTMENT PROPERTIES - AT COST

Cost 38,000 38,000
Less: sccumulated depreciation (900} {900)
37,100 - 37,100 -
Balance as at January 01, 2019 - -
Transfer from property and equipment 88,000 38,000
Depreciation charge:
upto the date of tranafer (700) (700)
upto year end (200) {200)
Carrying amount as at December 31, 2019 37,100 - 37,100 -
The carrying amount as at
December 31, 2019 is agpregate of:
Cost 38,000 48,000
Accumulated depreciation (900) (900)
37.100 - 37,100 -
Rate of depreciation (%) 8%

Thie represents office premisea owned by the Operator. These investments properties are acquired on an
arms length transaction and recorded as per cost model defined in IAS 40, All of these properties ars rented
out and income generated since its purchase date is Re. 232,000/-. The fair value of investment is same as
the cost since we purchased it recently, however, we are carrying it at cost model due to the difficulties of
identifying aale of the similar type of properties recently.

Depreciation on this property is calculated using reducing balance method @5% calculated on written down
value (WDV) of the property.

Forced sale value of the investment property is agsessed at Re. 38 million,
The depreciation on investment property measured at WDV is charged to other expenses.
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(Rupees in “000)

2020 2021-2024 After 2024
8.5 'The minimum lesse payments receivable
under non-cancellable operating leases 2,292 11,701 3,691
2019 2018

Operator’s Participant’s Aggregate Aggregate
Note Fund Takaful Fund

9 INVESTMENTS

Deposite maturing within 12 montha 9.1 - - - 50,000

9.1 This represented term deposits in local currency carrying profit rates Nil for this year (2018: 4.13% to 7.80%
per annum),

10 QARD-E-HASNA TO PTF

In accordance with the Takaful Rules, 2012, if at any point in time, assets in Participants' Takaful Fund are
not sufficient to cover its liabilities, the deficit shall be funded by way of an intersst free loan (Qard-e-Hasna)
from Operator's Fund, In the event of future surplus in the Participants' Takaful Fund, to which a Qard-e-
Haena has been made, the Qard-e-Haana shall be repaid prior to distribution of surplus to Participants.
Further, if there is deficit in a Participants' Takaful Fund for three consecutive years, the Operator is requirsed
to submit a report to the Commission within 30 days of the submission of the regulatory returns under
section 46(1) of the Ordinance explaining the reagons thereof,

2019 2018
Balance as at January 01 6,000 .
Traneferred from OPF during the year 12,150 6,000
Returned by PTF during the year - -
Cloeing balance as at December 31 18,150 8,000
2019 2018

Operator’s Participant’'s Agpgregate Aggregate
Note Fund Takaful Fund

11 TAEKAFUL /RE-TAKAFUL RECEIVABLES

{Unsecured - considered good)

Due from Takaful contract holders - 44,600 44,600 4,085
Due from other Takaful / Re-takaful operators - 33,873 33,873 4,708
- 78,473 78,478 8,771

12 TAXATION - NET

Advance tax 386 15 401 122

13 PREPAYMENTS

Prepaid retakaful contribution ceded . 44,466 44,486 366
Other prepayments 438 . 438 .

488 44,455 44,893 366




{Rupees in “000)
2019 2018

Operator’s Participant’s Aggregate Aggregate
Note Fund Takaful Fund

14 CASH AND BANK

Cash at bank
Current accounts 1 . 1 2
PLS aceounta 14,1 16 812 827 1,208

18 812 828 1,211

14.1 These represent profit and loas sharing accounts carrying profit rates ranging from 7% to 10% (2018: 3.75%
to 7.27%) per annum.

16 STATUTORY FUND

Amount of Ra, 50 million is deposited as statutory fund to comply with provisions of paragraph 4 of circular
no. 8 of 2014 read with section 11{1)(c) of Takaful Rulea, 2012 issued by S8ECP, which states that ‘every
insurer who ia interested to commence Window Takaful business shall transfer an amount of not lesa than
Rs. 50 million to be depoeited in a separate bank account for Window Takaful bueiness duly maintained in
a scheduled bank’.

2019 2018

Operator’s Participant’®s Aggregate Aggregate
Note Fund Takaful Fund

16 OTHER CREDITORS AND ACCRUALS

Salaries payable 179 - 179 330
Staff provident fund 186 - 185 108
Federal excise duty - - - 664
Commission payable 4,691 . 4,691 277
Federal inpurance fee - - . 43
Withholding tax payable 46 - 46 73
Acerued expenaea 1,911 244 2,166 63

6,912 244 7,158 1,458

17 PAYABLE TO EAST WEST INSURANCE COMPANY LIMITED

This represents the amount pavable in respect of expenses incurred by East West Insurance Company
Limited on behalf of the Operator,

18 CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments outstanding as at December 31, 2019.
For the
period from
May 08, 2018
December to December
Note 31, 2019 31, 2018

19  NET TAKAFUL CONTRIBUTION

Written groae contribution 196,670 17,346
Unearned contribution reserve (opening) 10,821 .
Unearned contribution reserve (closing) (86,424) (10,821)
Contribution earned 121,067 6,626
Lesa:
Re-takaful contribution ceded 98,316 8,092
Prepaid retakaful contribution ceded {opening) 366 -
Prepaid retakaful contribution ceded (cloging) (44,455) {366)
Retakaful expense b4,226 8,726
86,841 (2,201)
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20

21

23

24

NET TAEKAFUL CLAIMS

Claimsg paid or payable
Leas: Retakaful and other recoveries received

WAEKALA EXPENSE

Groas wakala fee
Deferred wakala expense {(Opening)
Deferred wakala expense (Closing)

RETAKAFUL REBATE

Retakaful rebate received or recoverable
Unearned retakaful rebate {opening)
Unearned retakaful rebate {closing)

COMMISSION EXPENSE

Commiasion paid or payable
Deferred commission expenae

MANAGEMENT EXPENSES

Salaries, allowances and employees benefits
Office rent and maintenance

Motor vehicle running expense

Printing and stationary

Postage and telegram

Utility expenses

Repair and maintenance

Computer related sxpenses

Service charges

Note

24

{(Rupees in ‘000)
For the
period from
May 08, 2018
December to December
31, 2019 31, 2018
98,069 835
(83,304) .
14,785 836
72,447 6,855
4,109 .
{31,701) (4,109)
44,855 2,546
14,986 61
a7 -
(7,319) (37
7,708 24
43,848 2,796
(17,898) (1,673)
25,950 1,122
4,734 2,339
72 16
2456 148
92 3
11 2
200 b7
19 10
- 4
247 -
5,620 2,679

24.1 These include Rs. 0.05 million and Rs. 0,065 million (2018: Rs. 0.163 million and Rs. 0.068 million) in respect

of bonus and provident fund reapectively.

INVESTMENT INCOME

Participante’ Takaful fund
Return on PLS accounts
Less: Modarib share on return on PLS accounts

Operator's Fund
Return on PLS accounts
Return on mutual fund
Return on term deposits

Add: Modarib share on return on PLB aaving accounts

152 3
(76) :
76 3
a7 897
286 .
2,066 418
2,669 1,315
76 .
2,745 1,315




26

OTHER EXPENSES

Salaries, allowances and employees benefits
Shariah registrar fees

Auditor's remuneration

Depreciation expenses

Bank charges

Staff welfare expenses

Newspaper and periodicals

{Rupees in “000)

For the
period from
May 08, 2018
December to December
Note 31, 2019 31, 2018
26.1 1,053 G668
1,228 324
28.2 600 [71:]
1,252 .
2 4
106 24
6 1
4,252 1,080

28.1 'Thess include Rs. 0.008 million and Re. 0.024 million (2018: Rs. 0.013 million and Rs. 0.009 million ) in

27

reapect of bonus and provident fund respectively.
Auditor's remuneration

Annual audit fee

Interim review fee

Qut of pocket expense
Sind aalea tax

BRELATED PARTY TRANSACTIONS

441 59
100 -
a5
28 -
605 59

The Operator has related party comprise of the associates, subsidiary company, directors, key management

personnel and staff retirement funds. All transactions

mvolving related parties arising in the normal couree

of business are conducted at commercial terms and conditions. Detail of related parties transactions with

balances are ag follows:
(Rupees in ‘000)
Nature of Transaction Relationghip with Bagis of
the Company Relationsghip 2019 2018

Loan received from Enat West Insurance

Company Limited Window Takaful Operator Management Company 6,436
Loan paid from East West Insurance

Company Limited (2.208)
Payment received from East West Insurance

Company a3 statutory receipt Window Takaful Operator Management Company 50,000
Remuneration Paid

Syed Arif Husgain Head of Window Takaful Operatiotn =~ Key Management Parsonal 91 1,350

Sajjad Usmani Shariah Advisar Koy Management Parsonal 1,228 3

Ahdul Hakeem Siddiqui Head of Window Takaful Operatin Koy Management Parsonal 839 .
Staff retirement benefits Head of Window Takaful Operation ~ Key Management Personal 6 108
Takaful Operator -East West Insurance

Company Limited Purchasel Transfer in Office Premises ~ Management Company 10,000
Tekaful Operator -East Weat [nsurance

Company Limited Purchase { Transfer in Investment Proparty Management Campany 38,000
Takaful Operator -East West Insurance

Company Limited Purchasef Tranafer in Motor Vehicles Manapement Company 2,300

EAST WEST INSURANCE CO., LTD. - ANNUAL REPORT 2019 -




27.1

28
28.1

Nature of Transaction

Year end balances
Receivable from related parties
Payable to related parties

the Company

Esst West Insurance Company Limited

Staff retirement bensfits
Key management personal

SEGMENT REPORTING

Relationship with
Relationship

Basiz of

{(Rupees in ‘000)

2019 2018

4,140 6,436
185 108
179 312

4,504 6,856

Following are the pegment assets, liabilities, revenus and expenses of the Operator's Takaful fund:

(Rupees in ‘000)
Marine
Fire and PR .
M 1la-
Operator’s Fund Property Av;s::;on Motor ::::u: Total
Damage Transport
ceeeeeemee- December 31, 2018 — oo

(Groas wakala fee 28,017 9,071 24 626 10,733 72,447
Unearned wakala fee - opening 2,668 80 1,406 55 4,108
Unsarned wakala fee - closing (12,141) (2,480) {10,686) (6,394) (31,701)
Wakala fee earned 18,444 5,671 15,346 4,394 44,855
Commission paid / payable (16,672) (5,798) {14,961) (8,417 {43,848)
Deferred commission expense - opening (1,292) (29) (328) {24) {1,673)
Deferred commission expense - closing 7,688 1,781 6,520 3,732 19,5671
Commission expense (10,376) (4,096) (B,769) (2,709) {25,950)
Management expenses (2,310) (836) {1,923) (6b1) (5,620)
Underwriting results 6,768 1,739 4,664 1,133 13,286
Investment income 2,746
Rental income 232
Other sxpenses {4,252)
Profit before tazation for the year 12,019
Begment Assets 7,588 1,731 6,520 3,732 19,571
Unallocated Assets 84,272

103,843
Segment Liabilities 12,141 2,480 10,686 6,394 31,701
Unallocated Liabilities 11,062

42,753




28.2

(Rupeea in ‘000)

. Marine
Fire and . o= -
M 1la-
Operator’s Fund Property Av;:f;"“ Motor |~ °°° | Total
Damage Tranaport
SRR, ; F=Y-7= 2P S R Y ) 1. S —————
Groes wakals fes 4,574 174 1,805 102 6,655
Unearned wakala foe - closing (2,568) (B0) (1,408} (65) (4,109)
Wakala fee earned 2,008 94 399 47 2,646
Commission paid / payable {2,189) (73 (490) (43) (2,795)
Deferred commission expense - cloging 1,292 29 328 24 1,673
Commission expense (89N (44) (162) (19 (1,122)
Management expenses (2,032) (95) (404) (48) (2,679
Underwriting results (923) (46) (167) (20) (1,166)
Investment income 1,315
Other expenses (1,080)
Loss before taxation for the period (920)
Segment Assets 1,318 62 262 a1 1,673
Unallocated Assets 58,752
60,425
Segment Liabilities 8,236 152 644 76 4,108
Unallocated Liabilities 7,237
11,845
Following are the segment nssets, liabilities, revenue and expenses of the Participants' Takaful fund:
Fire and | Marine .
Participants’ Fund Property Av;:ltmn Motor Mlilscelln Total
Damage |Transport eous
o= December 81, 2019 v
Written gross contribution including
administrative surcharge 70,042 22,677 70,361 33,690 196,670
Gross written contribution 70,042 22,877 70,361 33,590 196,670
Unearned contribution reserve - opening 6,419 201 4,016 185 10,821
Unearned contribution reserve - closing (30,366) (6,200) {80,670) (19,339) (86,424)
Contribution earned 46,106 16,678 43,847 14,436 121,067
Re-takaful contribution ceded 36,304 14,782 26,335 20,894 98,315
Prepaid Retakaful contribution ceded - opening 366 - - - 366
Prepaid Retakaful contribution ceded - closing (12,828) (4,569) (14,020) (13,088) (44,455)
Retakaful expense 23,842 10,213 12,315 7,856 54,226
Net takaful contribution 22,264 6,465 31,632 6,580 66,841
Retakaful rebate 3,648 1,632 1,445 1,178 7,703
Net underwriting income 25,812 7.997 32,977 7,768 74,644
Net claims (2,168) (3,044) (6,959) (2,603) (14,785)
Wakala fee (18,444) (6,671) (15,346) {4,394) (44,8556)
Direct expenses {3) - - - [6)]
Net insurance claims and expenses (20,615) (9,715) (22,296) {6,997) (59,623)
Underwriting results b,197 (1,718) 10,681 761 14,921
Investment income 76
Surplus for the year 14,997
Segment Aggetr 58,886 21,302 56,003 18,438 154,629
Unallocated Assete 832
155,461
Begment Liabilitiea 42,421 16,346 40,344 13,282 111,394
Unallocated Liabilities 15,976
127,370
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29

(Rupees in ‘000)
Marine
Fire and s
Participants’ Fund Property Avlil:ﬁon Motor M:;:::?- Total
Damage Transport
mmmmmmmnmmnmmmmnmeneee D@Comber 81, 2018 ---emememceece e
Written gross contribution including
administrative surcharge 11,435 436 b,166 320 17,346
Gross written contribution 11,435 435 5,156 320 17,346
Unearned contribution reserve (6,419) (201) {4,018) (185)  (10,821)
Contribution earned 8,016 234 1,140 136 6,626
Re-takaful contribution ceded 6,435 206 2,451 - 9,092
Prepaid Retakaful contribution ceded (368) - - (366)
Leas: Retakaful expense 6,069 208 2,451 - B, 726
Net takaful contribution (1,063) 28 {1,311) 1356 {2,201)
Retakaful rebate 24 - - - 24
Net underwriting income (1,029) 28 {1,311) 135 (2,177
Net claims - - (835) - (835)
Wakala fee (2,0086) (94) (399) 4n (2,548)
Direct expenses (1) - - - (1)
Net insurance claims and expenses (2,007) (94) {1,254) {4 (3,38
Underwriting results (3,038) (66) (2,545) 88 (5,559
Investment income
Deficit for the period (5,558)
Begment Assets 10,183 475 2,313 275 13,246
Unallocated Asgets 514
13,760
Segment Liabilities 8,347 389 1,896 226 10,858
Unallocated Liabilities 1,958
12,816

Mansgement has allocated indirect management expenses to underwriting business on the basis of net
takaful contribution under individual business as per the stated accounting policy of the Operator.

FINANCIAL INSTRUMENTS

Financial instruments congigt of financial assets and financial ligbilities.

Financial assets of the Operator include investments, acecrued investment income, takaful / retakaful
receivable, receivable from PTF and cash and bank. Financial liabilities of the Operator include payable to
OPPF, other creditors and accruals and payable to East West Insurance Company Limited.

The carrying valuss of all inancial assets and liabilities reflected in the financial statements are approximate
to their fair values, except for non-trading investments, which are stated at cost.




As at December 31, 2019 (Rupees in ‘000)
Effsctive Profit hearlng Non-profit bearing
' ; M M
Operaior's Fund Note ynel(: I;'ml;lw:iit nrity W Sub Total Maturiiy ulﬁlgtv Sab Total Tatal
Ong year | ome year ohe yeAT | Ome year
Financial assets
Acerued investment income - - - - - - -
Receivable from PTF . . . 16,233 - 16,233 18,233
Cagh and bank 14 6.27%-11% 15 - 16 1 - 1 16
15 - 15 16,234 - 18334 16,249
Financial liabilities
Other creditora and acornale 16 . . . 6,867 . 6,867 6,867
Payable to East West Insurance
Company Limited 17 . . . 4,140 . 4,140 4,140
- - 11,007 - 1L,007 11,007
On balance sheet gap 15 . 15 5227 - 5287  Ba42
As at December §1, 2019 (Rupees in ‘000)
Participant’s Fund Mutority | Maturity Maturity | Matori
pant’e oo | seld Frofl | SCiG | Vier” | SubTotl | wthm | afer’ | Sabheal |
0618 AT | 06 FOAT 006 YMT | 0N year
Financial assets
Acerued investment ineome - - - B - b [
Takaful / retakaful receivables 11 . . . 78,473 . 78473 784738
Cash and bank 14 6.27%-11% 812 . 812 . . . 812
812 - §12 78,478 - 78478 79,290
Financial linbilities
Payable to OFF - - - 15,733 - 15,733 15,733
Other creditors and aceruals 18 - - - 244 - 244 244
15,977 - 15977 15977
On balance sheet gap 812 - §12 62,601 - 62,501 63,318
As at December 31, 2018 (Bupees in ‘000)
Effsctive Profit bearing Non-profit bearing
Operator’s Fund Mutari i ity | Mutari
pecators Nolo | st/ Broft | NP | MR | bt | win | aher |sobo | T
(DA year | Ome yOAT oG yMr | ome year
Fi ial
Investments T 4.13%-7.80% 50,000 . 60,000 . . . 0,000
Acerued investment ineome . . . 130 . 130 180
Raceivable from PTF . . . 1,800 . 1,800 1,800
Cash and bank 12 3.75% - 7.27T% 698 - 698 2 - 2 700
00,698 - 50,698 1,932 - 1,932 52,630
Financial liabilities
Other croditors and accruals 14 - - - T4 - T 714
Payable to Eagt Wegt Insurance
Company Limited 16 . . . 6,436 . 6,436 6,436
- - - 7,210 - T.210 7.210
On halance sheet gap 50,698 - B0g98 (5278 - (5,278) 45420
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30.1

As at December 31, 2018 {Rupees in ‘000)
Effective Profii bearing Non-proflt hearing
Participant’s Fund ! ity | Makuri Maturi i
cipants Note | yild [ Brofi My | Ml | cubTotal | b | BT | ot | T
one year | ome year ONE Jear | 0D year
Financial ageets

Accrued investment income - - - 3 - 3 3
Takaful / retakaful receivables 9 - - - 8,71 - 8,771 8,771
(ash and bank 12 3.76% - 7.27% 511 - 611 - - - Bi1
51 - 511 8,774 - 8,774 9,255

Financial liabilities
Payable to OPF . . . 1,300 . 1,300 1,300
Other creditors and aceruala 14 . . . 4 . 4 4
- - 1,304 - 1,304 1,304
On halance sheet gap 511 - 811 7,470 - 7,470 7,981

MANAGEMENT OF TAEKAFUL AND FINANCIAL RISK

The risks involved with financial instruments and the Operator's approach to managing such risks are
discuased below

Takaful risk

The risk under a takaful contract is the poseibility that the covered event occurs and the uncertainty of the
amount of the resulting claim. By the very nature of a taksful contract, this risk is random and therefore
unpredictable. The principal risk faced under such contracts is that the occurrence of the covered events and
the severity of reported claima. The Operator's risk profile is improved by diversification of these risks of
losses to a large portfolio of contracts as a diversified portfolio is leas likely to be affected by an unexpected
event in single subset.

The Operator principally issuss the general takaful cover. Risks under these policies usually cover a twelve
month duration, For general takaful contracts, the most significant risks arise from fire,

Underwriting limita and retention policies and procedures precisely regulate who is authorized and accountable
for concluding takaful and retakaful contracte and at what conditions. Compliance with these guidelines is
regularly checked and developments in the global, regional and local markets are closely observed, reacting
where neceasary with appropriate meamires that are translated without delay into inderwriting guidelines,
if required.

The primary risk control messure in respect of the Takaful riek is the transfer of the risks to third parties
via retakaful. The retakaful business ceded is placed on a proportional and non proportional basis with
retention limits varying by lines of business.

Frequency and severity of claims

Risk sssociated with general takaful contracts includes the reasonable poseibility of significant loas as well
a6 the frequent occurrence of the takaful events. This has been managed by having in place underwriting
strategy re-takaful arrangements and proactive claim handling procedures.

The Operator class wise major risk exposure is as follows:

Fire and property damage
Marine, aviation and tranasport
Motor

Miscellaneous

The primary risk control measure in respect of the takaful risk is the transfer of the risks to third parties
via retakaful, The retakaful business ceded is placed on a proportional and non proportional basia with
retention limits varying by linea of business.

Retakaful is used to manage takaful rigk. Although the Operator has retakaful arrangements, it does not,
however, discharge the Operator's liability and thus a credit risk exposure remains with respect to retakaful
ceded to the extent that any retakaful operator may be unable to meet its obligations under such retakaful
arrangements. The Operator minimizes such credit risk by entering into retakaful arrangements with
retakaful operators having good credit ratings, which are reviewed on a regular basis. The creditworthiness
ogreta.kafuloperatorsis coneidered on an snnual basis by reviewing their financial strength prior to Analization
of any contract.




Uncertainty in the estimation of future claims payment

Claima on general takaful contracts are payable on a claim occurrence bagis. The PTF is liable for all covered
events that occur during the term of the taksful contract including the event reported after the expiry of the
takaful contract term.

An egtimated amount of the claim is recorded immediately on the intimation to the operations, The egtimation
of the amount is based on management judgment or preliminary assessment by the independent surveyor
appointed for thia purpoae. The initial estimates include expected settlement cost of the elaima.

Thers are several variable factors which affect the amount and timing of recognized claim lisbilities. The
operations takes all reasonable mesasures to mitigate the factors affecting the amount and timing of claim
settlementa, However, uncertainty prevails with estimated claim liabilities and it ia likely that final settlement
of these liabilitiea may be significantly different from initial recognized amount.

Claims development

The development of claims againet takaful contracts written is not disclosed as uncertainty about the smount
and timing of claim settlement is usually resolved within one year. Statement of age-wise breakup of unclaimed
takaful benefita ia not presented as there are no claims that are past due for more than 6 months.

30.1.1 Sensitivity analysis

30.2

The COperator believes that the claim liabilities under takaful contracts outstanding at the year end are
adequate, However, these amounts are not certain and actual payments may differ from the claims Labilities
provided in the financial statements. The impact on the PTF aurplus of the changes in the claim liabilities
net of retakaful is analysed below. Thesensﬂnwtytochangesmcla:mhabﬂjhesnetnftetakaflﬂmdetumned
separately for each class of business while keeping all other assumptions constant. SBensitivity analysis is
not presented as there iz no claim payable by the Operator as at the reporting date.

Retakaful risk

Retakaful ceded does not relieve the PTF from ita obligation towards participants and, as a result, the PTF
remasins liable for the portion of cutstanding claims covered through retakaful to the extent that retakaful
operators fail to meet the obligation under the retakaful agreements.

2019
Amount due Re-takaful Other
Rating from Re-takaful| recoveries against Retakaful
operators outstanding claims asaeta
A or above (including PRCL) 33,873 - 44,466
2018
Amount due Re-takaful Other
Rating from Re-takaful| recoveries against Retakafual
operators outstanding claima asaeta
A or above (including PRCL) 4,706 - 366

Credit risk

Credit risk is the risk that the counter pariy to a financial instrument will cause a financial loss for the
Operator by failing to discharge an obligatiorn., The Operator's policy i to enter into financial contracts with
reputable counter parties in accordance with the internal guidelines and regulatory requirementa.

30.3.1 Exposure to credit risk

The maximum exposure to credit risk before any credit enhancements at Decomber 31, 2019 iz the carrying
amount of the financial assets as set out below:
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{(Rupees in ‘000)
December 31, 2019
Operator’s Participant’s Aggregate
Fund Fund
Investments -
Accrued inveatment income . b 6
Takaful / retakaful receivables - 78,473 78,473
Receivable from PTF 16,233 - 16,233
Cash and bank 18 812 828
16,249 79,290 95,539
December 31, 2018
Operator’s Participant’s Aggregate
Fund Fund
Investments 50,000 - 50,000
Acerued investment income 130 3 133
Takaful / retakaful receivablea - 8,771 8,771
Receivable from PTF 1,800 . 1,800
Cash and bank 700 511 1,211
52,630 9,285 61,915

30.3.2 Concentration of credit risk

Concentration of risks arige when a number of financial instruments or contracts are entered into with the
same counterparty, or where 8 number of counterparties are engaged in gimilar business activities, or
activities in the same geographic region, or have similar economic featurea that would cause their ability
to meet contractusl obligations to be snm.la:]y affected by changes in economic, political or other conditions.

The Operator's portfolio of financial assets is broadly diversified and transactions are entered into with
diverse credit worthy counterparties thereby mitigating any significant concentration of credit risk, Provision
for impairment is made for doubtful receivables according to the Operator's policy. The remaining past due
balances were not impaired as they relate to 2 number of policy holders and other takaful / retakaful operators
for whom there is no history of default. The credit quality of the banks with which Operator has balances
can be assessed with reference to external credit ratings as follows:

(Rupees in ‘000)
December 31, 2019
Rating Rating Operator's Participant’s
Name of banks Short term  Long term agoncy Fund Fund Aggregate

Cash at bank

Summit Bank Limited Buspended JCR-VIS 0.3 0.1 0.3

Dubai Islamiec Bank A1 AA- JCR-VIS 2 510 512

Bank Islami Al A+ PACRA 2 300 302

Meozan Bank A-1+ AA+ JCR-VIS 12 2 14

16 812 828

Term deposits

Summit Bank Limited Suspended JCR-VIS

Dubasi Islamic Bank Al AA- JCR-VIS

Bank Islami Al A+ PACRA




80.4

(Rupeea in ‘000)
December 81, 2018

Rating Rating Operator's  Participant's
Name of banks Shortterm  Long term agency Fund Fund Aggregate

Cash at bank
Summit Bank Lamited Suepended JCR-VIS 7 - 7
Dubai Islamic Bank A-l AA+ JCR-VIS 3 2 5
Bank Islami Al A+ PACRA 484 507 991
Meezan Bank A-1+ AA+ JCR-VIS 206 2 208
700 511 1,211

Term deposit
Summit Bank Limited Sugpended JCR-VIS 10,000 - 10,000
Dubai Islamic Bank Al AA+ JCR-VIS 20,000 - 20,000
Bank Islami Al A+ PACRA 20,000 - 20,000
50,000 - 50,000

Impaired assets

The impairment provision is written-off when the Operator expects that it cannot recover the balance due.
During the year, receivablea of Ra, Nil were provided for or impaired.

Liguidity risk

Liquidity risk is the risk that the Operator will encounter difficulty in meeting its financial obligations as
they fall due. Liquidity rizsk arises because of the poss:hlllty that the Operator could be required to pay ite
liabilities earlier than expected or difficulty in raiging funds to meet commitments associated with financial
Liabilities as they fall due. The Operator's approach to managing liquidity is to ensure, as far aa poaaible,
that it will always have sufficient liquidity to meet ite liabilities when due, under both normal and streas
conditions, without incurring unacceptable losses or rieking damags to the Operator's reputation. In the case
of the Operator, the liguidity level remained on gatisfactory level during the year and Operator did not face
any difficulty in generation of liquidity.

The following are the contractual maturities of financial liabilities on an undiscounted cashflow basis:

(Rupeea in ‘000)
December 31, 2019

Operator’s Fund Carrying | Contiractual Upto Over
amount cash flows one year one year
Financial liabilities
Other creditors and accruals 6,867 6,867 6,867
Payable to
East West Insurance Company Limited 4,140 4,140 4,140
11,007 11,007 11,007 -
(Rupees in “000)
December 31, 2018
Operator’s Fund Carrying Contractunl Upto Over
amount cash flows one year one year
Financial liabilities
Other creditora and accruals 774 T4 774
Payable to
East West Insurance Company Limited 6,436 6,436 6,436 -
7,210 7,210 7,210 -
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{(Rupees in ‘000)
December 31, 2019

Participant’s Fund Carrying | Contractual Upto Over
amount cash flows one year one YeAr
Financial liabilities
Payable to OPF 15,732 15,733 15,733
Other creditors and accuralas 344 244 244 .
16,977 16,977 15,977 -
{(Rupees in ‘000)
December 31, 2018
Participant’s Fund Carrying | Contractual Upto Over
amount cash flows one year one YeAr
Financial liabilities
Payable to OPF 1,300 1,300 1,300
Other creditors and accuralas 4 4 4 -
1,304 1,304 1,304 -

30.6 Market risk

Market rizk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate
a6 A result of changes in market prices. The Operator manages the market riek through diversification of
the investment portfolic and by following the internal guidelines established by the investment committes,
Market risk comprises of three types of risk: currency risk, profit rate risk and price risk,

30.6.1 Currency risk
Currency risk is the risk that the fair value or futurs cash flows of a financial instrument will fluctuate

because of changes in foreign exchange rates. The Fund does not have any financial instruments in foreign
currencies and hence is not exposed to such risk,

30.6.2 Profit rate risk

Profit rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market profit rates. Majority of the profit rate exposure arises from Term Deposits.
The information about the expogure to profit rate risk based on contractual repriging or maturity dates
whichever ia earlier is as follows:

(Rupees in ‘000)
December 31, 2019

Operator's Participant’s Aggregate

Fund Fund
Fized raie instrumenits
Financial asaets
Variable rate insiruments
Financial asseta 16 812 827

16 812 827
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(Rupees in ‘000)
December 31, 2018

Operator’s Participant’s Aggregate

Fund Fund
Fixed rate instrumenis
Financial assets 50,000 - 50,000
50,000 - 50,000
Variable rate instruments
Financial agsets 698 611 1,209
698 511 1,209

Sensitivity analyeis for fixed rate instruments

The Operator doss not account for any fixed rate financial aszets and liabilities at fair value through profit
and loss. Therefore, a change in profit rates at reporting date would not affect profit and loss account,

Sensitivity annalysis for variable rate instruments

Presently, the Operator doss not hold any variable rate instrument and is not exposed to profit rate risk
except for balances in certain profit and loss sharing accounte and term deposits, the profit rate on which
range between 5.6% to 9.6% (2018: 4.13% to 7.8%) per annum,

An increase of 100 basis pointa in profit rates would have increased the profit and loss by the amounta shown
below. Reduction in profit rates by 100 basis pointa would have a vice versa impact. This analysis assumes
that all variables remsain constant.

(Rupees in ‘000)
Loas for the period Total Equity
Operator’s Fund 100 bp 100 bp 100 bp 100 bp
increase decrease increase decrease
Ap at December 31, 2019
Sensitivity 0.2 {0.2) 0.2 {0.2)
Ag at December 31, 2018
Seneitivity 7 4] 7 4]
Deficit for the period Total Equity
Participants’ Fund 100 bp 100 bp 100 bp 100 bp
increase decrease increase decrease
As at December 31, 2019
Sensitivity 8 ®) 8 (8)
As at December 31, 2018
Senaitivity 5 (5) ] (5

Above sensitivities are ealeulated on the assumption that all factors remain constant exeept profit rates and
resulting variation in fair values of the inveastments and impact on the profit and losa.
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The Operator monitors the profit rate environment on a regular basis and alters the portfolio mix of fixed
and floating rate securitiea.

The Operator's policy requires the manspement to manage this risk by measuring the mismatch of the profit
rate sensitivity gap of financial assets and liabilities and caleulating the average duration of the portiolio
of fixed profit securitios.

The average effective duration of the Operator's portfolic is a measure of the sensitivity of the fair value of
the Operator's fixed profit securities to changes in market profit rates,

The Operator's policy refraine from holding profit bearing instrumenta that induce the average effective
duration of the fixed profit portfolio to pase the benchmark of the average duration.

30.6.3 Price risk

31

Price riek is the risk that the fair value or future cash flows of a fnancial instrument will fluctuate because
of changes in market prices (other than those arising from profit rate risk or currency risk), whether those
changes are cauged by factors specific to the individual financial instrument or ite issuer, or factors affecting
gll gimilar financial ingtruments traded in the market, The Operator is not exposed to any such risgk,

CAPITAL MANAGEMENT
The objectives, policies and processes for managing capital of the Operator are as follows:

- to be an appropriately capitalized inetitution, as defined by regulatory authorities and comparable to the
peers,

- maintain strong rating and to protect the Operator against unexpected events;
- availability of adequate capital at reasonable cost go a8 to enable the Operator to expand; and

- achieve low cost of capital with appropriate mix of capital elements.

STATEMENT OF SOLVENCY
(Rupees in ‘000)
2019 2018
Participants' Participants'
Takaful Takaful
Note Fund Fund
ASSETS
Accrued Investment Income 5 3
Takaful / retakful receivable 78,473 8,771
Taxzation deducted at source 16 -
Deferred Wakala expense 31,701 4,109
Prepayments 44 455 366
Bank balances 812 611
155,461 18,760

In-admiasible aseets aa per following clauees of section 32(2) of the Insurance Crdinance, 2000

Takaful / retakful receivable (28,018) {932)
Total admissible asseta 127,443 12,828
LIABILITIES
PTF Underwriting provisions
Unearned contribution reserve (86,424) (10,821)
Unearned retakaful rebate (7,319) 87
Contribution received in advance (2,457) -
Payable to OPT (15,733 (1,300)
Takaful/retakaful payables {16,193) .
Other creditors and accruals (244 {658)

Total liabilities (127,370} (12,816)
Total net admissible asseta 73 12
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FATR VALUE OF FINANCIAL INSTRUMENT

The Operator has not dieclosed the fair value of these itema because their carrying amounta are a reasonable
appreximation of fair value.

Fair value ig the price that would be received to sell an agset or paid to transfer a liahility in an orderly
trangaction between market participants at the measurement date. Consequently, differences may arise
between the carrying values and the fair values estimates.

The Operator measures fair values using the following fair value hierarchy that reflects the significance of
the inputs used in making the measurements:

Level 1: Fair value measursments using quoted prices (unadjusted) in active markets for identical assets
or lisbilities.

Level 2; Valuation techriques for which the lowest level input for which the fair value measurement is
directly or indirectly obaervable.

Level 8: Valuation techniques for which the loweat level input for which the fair value measurement is
unobservable.

DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for isgue on Apirl 29, 2020 by the Board of Directoras of the
Operator.

EVENT AFTER REPORTING DATE

On March 11, 2020, the World Health Organisation has declarsd COVID-19 (the virus) a global ‘pandemic’.
With the growing number of cases in Pakistan the Provincial Governments and the Federal Government of
Pakistan have provided various directions and are taking measures to respond to the virus. The ongoing
situation may have an impact on the operations and financial condition of the Operator. The extent of the
spread of the virus and its potential impact on the Operator is undeterminable at the date these finanecial
atatementa were approved and authorised for issue. However, the management and the Board of Directors
of the Operator continue to monitor the developing situation,
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Figures have been rounded off to the neareat rupee unless otherwise stated.

_ e fowh
N e T o P %ML'M&J,.. g
Chairman Chief Executive Officer Dirsctor Director Chief Financial Officer

Karachi Dated : 28th April, 2020
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37th Annual General Meeting

I/'We

of

in the district of

being a member of EAST WEST INSURANCE COMPANY LIMITED, hereby appoint:

another member of the Company, as my/our proxy in my/our absence to attend and
vote for me/us and on my/our behalf at the Thirty Seventh Annual General Meeting
of the Company to be held on Thursday May 28, 2020 at 11:30 a.m. at the Registered
Office of the Company at 27, Regal Plaza, Jinnah Road, Quetta and at any adjournment
thereof.

Witness:
1. Signature
Name Please

Address affix rupee five
revenue stamp

CNIC or passport No.

2. Signature
Name
Address

CNIC or passport No.

Signature of Member
Please quote folio number

IMPORTANT : This instrument appointing a proxy, duly completed, must
received at the Company’s Share Registrar, THK Asgociates (Pvt) Limited, 1st Floor,
40-C, Block-6, P.E.C.H.S., Karachi, not later than 48 hours before the time of holding
the meeting.
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Be aware,
Be alert Be Safe

Learn ahout investing at www.jamapunjipk

Key features:

G2 Licensed Entities Verification it

¢™ Scam meter
i

M Jamapunji games

L]
§d
@ Tax credit calculator i
% Company Verification g;

@ Insurance & Investment Checklist

»? FAQs Answered

. Jamapunjiis an invester . . Q
{;% . Education Initiative of K] jamapuniji.pk
% . Securities and Exchange ) )
5 ﬂu‘_/) " Commission of Pakistan. , @jamapunji.pk E:]

SECP

www.jamapunji.pk

Stock trading simulator
(based on live feed from PSX)

Knowledge center
Risk profiler
Financial calculator

Subscription to Alerts (event
notifications, corporate and
regulatory actions)

Jamapuniji application for
mobile device

Online Quizzes

Securities and Exchange Commission of Pakistan, Insurance Division
63, Jinnah Avenue, Blue Area, Islamabad.




