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INDEPENDENT AUDITORS® REPORT

To the members of State Life Insutance Cotporation of Pakistan

Report on the Audit of the Unconsolidated Financial Statements

Opinion

We have audited the annexed unconsolidated financial statements of State Life Insurance
Corporation of Pakistan (the Cotporation), which comprise the unconsolidated statement of
financial position as at December 31, 2021, and the unconsolidated statement of comprehensive
income, the unconsolidated statement of changes in equity and the unconsolidated statement of cash
flows for the year then ended, and notes to the unconsolidated financial statements, including a
summary of significant accounting policies and othet explanatoty information and we state that we

have obtained all the information and explanations which, to the best of our knowledge and belief,
wete necessary for the putposes of the audit.

In out opinion and to the best of our information and accotding to the explanations given to us, the
unconsolidated statement of financial position, the unconsolidated statement of comprehensive
income, the unconsolidated statement of changes in equity and the unconsolidated statement of cash
flows together with the notes forming part thereof conform with the accounting and reporting
standards as applicable in Pakistan and give the information required by the Insurance Ordinance,
2000 and the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a
true and fair view of the state of the Corporation’s affairs as at December 31, 2021 and of the profit,
total comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accotdance with International Standards on Auditing (ISAs) as applicable
in Pakistan. Our responsibilities under those standards are further described in the Awdior’s
Responsibilities for the Audit of the Financial statements section of our report. We ate independent of the
Corporation in accordance with the International Ethics Standards Boaxd for Accountants’ Code of
Eithics for Professional Acconntants 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 appropziate to provide a basis for

our opinion.
Emphasis of Matter

We draw attention to note 22.1.13 to the unconsolidated financial statements that describes the
chargeability of sales tax on premium by provincial revenue authorities.

QOur opinion is not modified in respect of the above mattets.
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Information Other than the Unconsolidated Financial Statements and Auditors’ Report
Thereon

Management is tesponsible for the othet information. The other information comprises the
information included in the annual report, but does not include the unconsolidated financial
statements and our auditors’ report thereon.

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

In connection with our audit of the unconsolidated financial statements, our responsibility is to read
the other information and, in doing so, considet whether the other information is mnaterially
inconsistent with the unconsolidated 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 matetial 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 Ditectors for the Unconsolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the unconsoclidated financial
statements in accordance with the accounting and reporting standards as applicable in Pakistan and
the requirements of Insurance Otdinance, 2000 and Companies Act, 2017 (XIX of 2017) and for
such internal conttol as management determines is necessary to enable the preparation of
unconsolidated financial statements that ate free from material misstatement, whether due to fraud
Of etrot.

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

Board of ditectots ate tesponsible for overseeing the Corporation’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Unconsolidated Financial Statements

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

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

o Identify and assess the risks of materal misstatement of the unconsolidated 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



Grant Thormton Anjum Rahman BDO Ebrahim & Co
Chartered Accountants Chartered Accountants

for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from etror, as fraud may iavolve collusion, forgery, intentional
omissions, misteptesentations, ot the overtide of internal control.

Obtain an understanding of internal control relevant to the aundit in ordet to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Corporation’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 approptiateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether 2 material uncertainty exists
related to events or conditions that may cast significant doubt on the Corporation’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditors’ report to the related disclosures in the
unconsolidated financial statements ot, if such disclosures are inadequate, to modify our
opinion. Qur conclusions ate based on the audit evidence obtained up to the date of our
auditors’ report. However, future events or conditions may cause the Corporation to cease
to continue as a going concern.

Evaluate the overall presentation, structure and content of the unconsoclidated financial
statements, including the disclosures, and whether the unconsolidated financial statements
reptesent the underlying transactions and events in 2 manner that achieves fair presentation.

We communicate with the boatd of directots 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.

Report on Other Legal and Regulatory Requitements

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

a)

b)

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

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

the apportionment of assets, liabilities, revenue and expenses between two ot motre
funds has been performed in accordance with the advice of the appointed actuary;

investments made, expenditure incurred and guarantees extended during the year were
fot the purpose of the Corporation’s business; and

zakat deductible at source under the Zakat and Usht Ordinance, 1980 XVIII of 1980),
was deducted by the Cotporation and deposited in the Central Zakat Fund established
under section 7 of that Ordinance.
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The engagement partners on the audit resulting in this independent auditors’ report are Muhammad
Khalid Aziz and Qasim E. Canser on behalf of Grant Thomton Anjum Rahman and BDO Ebrahim

& Co. respectively.

sl Qm\_mku_. =N N

Grant Thornton Anjum Rahman BDO Ebzahim & Co
Chartered Acconntants Chartered Acconntants
Karachi Katachi

Dated: Apul 28, 2022 Dated: Apnil 28, 2022

UDIN: AR202110154c2KTfDYqj UDIN: AR202110067y2WFTgJbk



STATE LIFE INSURANCE CORPORATION OF PAKISTAN

UNCONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2021
2021 2020
Note ~---r--—--(Rupees in '000)--------—---
ASSETS :
Property and equipment 4 881,186 850,816
Investment ptoperties 5 3,618,967 3,638,142
Investments in subsidiaties 6 323,618 323,618
Investments .
Equity securities 7 88,913,774 02,918,024
Mutual funds 8 8,554,292 8,686,126
Government securities 9 910,069,819 821,691,138
Debt securities 10 4,091,596 3,654,344
Loans secured against life insurance policies 151,464,401 129,180,723
Insurance / reinsurance receivables 11 37,430,191 32,574,359
Loans and othet receivables 12 56,221,789 49,925,310
Taxation - payments less provision 3,474,427 3,693,190
Prepayments - 13 66,367 62,120
Cash & bank 4 101,002,030 56,184,733
TOTAL ASSETS 1,366,112,457 1,203,382,643
EQUITY AND LIABILITIES
CAPITAL AND RESERVES ATTRIBUTABLE TO
CORPORATION'S EQUITY HOLDERS
Ordinaty shate capital 15 4,900,060 4,600,000
Ledger account C & D 8,544,917 3,943,311
Reserves 16 4,725 304,725
Unappropriated profit , 1,923,866 1,460,496
Capital contributed to sratutory fund 100,000 -
TOTAL EQUITY 15,473,508 10,308,532
LIABILITIES o
Insurance liabilities 17 1,310,641,293 1,157,476,582
Retirement benefit obligations 18 3,483,912 2,095,926
Deferred capiral grant 15,886 36,957
Defetred taxation 19 3,489,579 1,610,642
Premium received in advance 5,569,399 8,644,311
Insurance / reinsutance payables 20 521,942 566,647
Other creditors and accruals 21 26,916,938 22,643,046
TOTAL LIABILITIES 1,350,638,949 1,193,074,111
TOTAL EQUITY AND LIABILITIES 1,366,112,457 1,203,382,643
CONTINGENCIES AND COMMITMENTS 22

The annexed notes from 1 to 46 form an integral part of these unconsolidated financial statements.
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Pouruchisty Sidhwa



STATE LIFE INSURANCE CORPORATION OF PAKISTAN

UNCONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2021

2021 2020

Note -—--——--(Rupees in '000)---wuuumw-
Premium revenue 162,480,351 119,414,632
Premium ceded to reinsurers (691,665) (380,092)
Net premium revenue 23 161,738,686 119,034,540
Investment income 24 96,101,249 87,207,086
Net realised fair value gain on financial assets 25 58,719 207,639
Net fair value (loss)/gain on financial assets at fair value
through profit and loss 26 (8,555,366) 614,755
Net rental income 27 412,385 559,518
Other income 28 21,452,436 17,009,232

109,409,423 105,598,230

Net income 271,258,109 224,632,770
Insurance benefits 98,348,335 64,886,618
Recoveties from reinsurers {324,854) (211,907)
Claim related expense 14,410 13,715
Net Insurance Benefits 29 98,037,891 64,688,426
Net Change in Insurance Liabilities {other than outstanding
claims) 133,579,212 129,039,485
Acquisition expenses 3 19,995,160 16,596,807
Marketing and administration expenses 32 9,881,631 7,953,025
Other expenses 33 430,318 428417
‘T'otal expenses 163,886,321 154,017,734
Profit before tax 9,333,897 5,926,610
Income tax expense 34 (2,708,425) (1,720,268)
Profit fot the year 6,625,472 4,206,342,
Other comprehensive income - -
Total comprehensive income for the year 6,625,472 4,206,342
Earning (after tax) per share - Rupees 35 143.24 97.78

The annexed notes from 1 to 46 form an integral part of these unconsolidated financial statements.
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STATE LIFE INSURANCE CORPORATION OF PAKISTAN
UNCONSOLIDATED STATEMENT OF CASH FLOWS
FOR.'THE YEAR ENDED DECEMBER 31, 2021

2020

Note 2021
Operating Cashflows e —(Rupees in '000)-uemnmmn
(3) Underwriting activities
Insurance premiums received 154,323,542 100,820,347
Reinsurance premiums paid (763,675) {293,629
Claims paid (48,714,429) (23,128,233)
Surrenders paid (30,002,818) (30,046,296)
Reinsutance and other recoveries received 539,561 158,402
Commissions paid (13,330,913) (12,299,413)
Other underwriting payments, if any (5,286,340) (4,749,131)
Net cash flow from underwriting activities 56,704,928 30,462,047
'b) Other operating activities

Income tax paid (610,726) (563,140)
Other operating payments {1,500,742) -
General management expense paid (5,727,123) (6,439,122)
Other opetating receipts - 284,198 | -
Loans sccured against life insurance policies - advanced (22,351,163} (5,847,788)
Loans secured against life insurance policies - repayments received 2,181,049 12,998,612
Net cash flow used in other operating activities (28,008,705) 432,760
Total cash flow from all operating activities 28,696,223 30,894,807
Investment activities
Profit / return received 96,959,697 69,015,765
Dividends received 7,347,504 4,572,291
Rentals received 1,170,773 -1,050,715
Payment for investments (368,507,053) (245,604,897)
Proceeds from disposal of investments 283,186,785 106,611,187
Fixed capital expenditure (439,452) (364,221)
Ptoceeds from sale of propesty and equipment 1,861 -
Total cash fiow generated from / (used in) investing activities 19,720,115 (64,719,160)
Financing activities

- Dividends paid (1,460,501) {1,046,880)
Total cash flow used in financing activities (1,460,501) {1,046,880)
Net cash flow generated from / (used in) all activities 46,955,837 (34,871,233)
Cash and cash equivalents at beginning of year 45,938,842 80,810,075
Cash and cash equivalents at end of year i4.1 92,894,679 45,938,842
Reconciliation to Profit and Loss Account
Operating cash flows 28,696,222, 30,894,807
Depreciation expense (102,992) (115,193}
Investment income 109,470,878 105,598,230
Amortization/capitalization 872,480 561,435
Non Cash Adjustments (APL) (2,067,304) {14,045,545)
Increase in assets other than cash 28,420,763 22,049,696
Decrease in liabilities other than running finance (23,204,947) {11,372,965)
Allocation of surplus = -
Other adjustments : {1,880,415) (324,638}
Net change in insurance lizbilities (other than outstanding claims) (133,579,212) {129,039,485)
Profit for the year 6,025,472 4,206,342
'The annexed notes from 1 to 46 form an inte?:al part of these unconsolidated fihancial ﬂ:atementsq ’
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STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

1
11

12

1.3

1.4

1.5

LEGAL STATUS AND NATURE OF BUSINESS

,,,,,,

November 01, 1972 under the Life Insurance Nationalization Order, 1972 (LINO). The
Corpotation’s principal office is located at State Life Building No. 9, Dr. Ziauddin Ahmad Road,
ICatachi. It operates in Pakistan through 33 zones for individual life business, 4 zones for group life
business and in the gulf countries comprising United Atab Emirates (JAE) through zonal office
located at Dubai (UAE).

The Cotporation is engaged in the life insurance business, health, accident insurance business and
takaful business.

The Corporation was issued the cettificate of authotization for commencement of Window Takaful
Operation under rule 6 of the Takaful rules, 2012 by Securities Exchange Commission of Pakistan
vide letter no. 0097, dated September 22, 2016. For the purpose of cartying on the takaful business,
the Corporation has formed an Individual Family Participant Takaful Fund (IFPTF) on August 18,
2017 under the Waqf deed and ceded Rs. 1 million to the IFPTE. The Wagqf deed governs the
relationship of Corporation and participants for management of takaful operations. The Corporation
launched the Window Takaful Operationis on January 28, 2021.

The Presidential Order dated Apsl 06, 2016 in respect of State Life (Reorganization and
Convetsion) Ordinance, 2016 was issued by Governtent of Pakistan Ministty of Law and Justice to
provide for the re-organization and conversion of the State Life Insurance Corporation of Pakistan
into a Public Limited Company. After the commencement of this Ordinance, the Federal
Government established a Company namely, State Life Insurance Company Limited under the
repealed Companies Ordinance, 1984 (XLVII of 1984) with the objective of taking over the
business, functions, contracts, policies, proceedings, undertakings, assets, liabilities etc of the
Cotporation on fulfillment of the statutory requirements. The National Assembly converted the said
Otrdinance into Bill for the conversion of State Life Insurance Corporation of Pakistan to State Life
Insurance Company Limited and sent the Bill to Senate for approval and the Senate, instead of
passing the Bill, proposed few amendments in the Bill. For the consideration of the proposed
amendtments the matter was moved to National Assembly Standing Commitiee on Commetce.
Subsequently, Ministry of Commerce vide letter No.1(7)/2013-SLIC-INS dated 10-09-2020
informed that the Senate of Pakistan passed the Bill with cettain amendments, The amended Bill, as
passed by the Senate, was forwarded to the National Assembly as per Article 70(2) of the
Constitution of Pakistan. The National Assembly did not pass the amended Bill within 90 days,
therefore, request was made to the Ministry of Parliamentary Affairs to place the same before the
Joint Session of the Patliament for consideration. However, Bill was not passed by the Joint Session
due to dissolution of Assembly at that day. Hence, in tetms of Article 76(3) of the Constitution of
Pakistan said Bill has been lapsed, despite the fact that it had been passed by the Senate. After
detailed deliberation on the issue between Privatizaton Commission and Ministty of Commerce, it
was agreed that view/comments/input from SLIC may first be obtained in the matter.

Ministty of commetce conveyed the decision of Cabinet Committee dated September 10, 2021 vide
MoC letter No. 1{1)/2020-Ins.Mise./Setvice dated September 22, 2021 tequesting to ptepare draft
amendments in LINO for the divestment of State Life Insurance Corporation of Pakistan and share
it with ministry of commesce. The amendments in LINO were sent to MoC vide letter dated

October 06, 2021.

The Corporation maintains a shareholders' fund and five statutory funds, separately in respect of its
each class of life insurance business. The details relating to each fund has been desctibed in note 3.4



STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

1.6

21

2.2

2.3

24

Summary of significant events and transactions

Duting the yeat the Corporation has introduced new product called "Sehat Card" in collaboration
with Govetrnment of Pakistan in whole KPK and Punjab province.

BASIS OF PREPARATION

These unconsolidated financial statements have been prepared on the format of financial statements
issued by the Securities and Exchange Commission of Pakistan (SECP) through the Insurance Rules,
2017 vide its S.R.O. 89(1) / 2017 dated 09 February 2017.

Statement of compliance

These unconsolidated financial statements have been prepared in accordance with the approved
accounting and reporting standards as applicable in Pakistan. The approved accounting and
reporting standards comprise of International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB) as are notified under the Companies Act, 2017
and provisions of and directives issued under the Companies Act, 2017 and Insurance Ordinance,
2000, Insurance Rules, 2017, Insurance Accounting Regulations, 2017 and the Takaful Rules, 2012,
In case requirements differ, the provisions or directives of the Companies Act, 2017, the Insurance
Ordinance, 2000, the Insurance Rules, 2017, the Insurance Accounting Regulations, 2017 and the
Takaful Rules, 2012, shall prevail.

Basis of measurement

These unconsolidated financial statements have been prepated under the historical cost convention
except as disclosed in the accounting policies mentioned below {tefer note 3).

Functional and presentaﬁon currency

These unconsolidated financial statements have been presented in Pakistani Rupee, which is the
Corporation’s functional and presentation currency. Amounts have been rounded off to the nearest
thousand, unless otherwise stated.

Standards, amendments and interpretations to the published standards that are relevant to
the Corporation and adopted in the current year

The Corporation has adopted the following new standards, amendments to published standards and
interpretations of IFRSs which became effective during the current yeat.

Standard or Interpretation Effective Date ( Annual period
beginning on or after )

IBOR Reform and its Effects on Financial Reporting—Phase 2 January 1, 2021

Adoption of the above standard have no significant effect on the amounts for the year ended December 31,
2021.

Amendment to IFRS 4 Tnsurance Contracts' - Applying IFRS 9 'Financial Instruments' with IFRS 4 addresses
issue arsing 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 oveday 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 01 July 2018 onwards to remove from profit and loss account the effects of some of the
accounting mismatches that may occur from applying IFRS 9 before IFRS 17 is applied.



STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

The Corporation has determined that it is eligible for the temporary exemption option since the Cotporation
has not previously applied any version of IFRS 9, its activities are predominantly connected with insurance as
the percentage of the total carrying amount of its liabilities connected with insurance telative to the total
carrying amount of all its liabilities is greater than 90 percent and the Corporation doesn't engage in significant
activities unconnected with insurance based on historical available information. Under the temporary
exemption option, the Corporation can defer the application of IFRS 9 until the application of IFRS 17.

To determine the appropriate classification of financial assets under IFRS 9, an entity would need to assess the
contractual cash flows characteristics of any financial asset. Indeed, the contractual terms of the financial asset
give tise, on specified dates, to cash flows that are solely payments of principal and interest on the principal
amount outstanding (“SPPI”) ie. cash flows that ate consistent with a basic lending arrangement. In a basic
lending arrangement, consideration for the time value of money and credit risk are typically the most
significant elements of interest.

IFRS 9 defines the terms “prncipal” as being the fair value of the financial asset at initial recognition, and the
“interest” as being compensation for (i) the time value of money, and (if} the credit dsk associated with the
ptincipal amount cutstanding during a particular period of time.

The tables below set out the fair values as at the end of reporting period and the amount of change in the fair
value during that period for the following two groups of financial assets separately:

a) financial assets with contractual terms that give rise on specified dates to cash flows that are solely payments
of pdncipal and interest (“SPPI”) on the principal amount outstanding, excluding any financial asset that
meets the definition of held-for-trading in IFRS 9, or that is managed and whose performance is evaluated on
a fair value basis, and

b) all other financial assets
2021
Fail the SPPI test Pass the SPPT test
Change in Change in
BEsn Fair Value |Impairment m}’; Zl;sszni;m C:;::::g [mpairment ujr:;]:;:ﬁizm
the year the year
Rupees in '000
Cash at bank 101,002,030 - - - - -
Investment in equity securties 88,913,774 - - - - -
Investment in government secuities - - - | 910,069,819 - -
Investment in debt secusities - - - 4,099,169 7,573 -
Investment in mutual funds 8,554,292 - = - o -
Loans and other receivables 56,221,789 - - - - -
Loans secured apainst life insurance policies 5 - - | 151,464,401 ~ #
2021
. Gross Carrying amonnt of debt instrument that pass the SPPI test
Description
M [ A+ | A [ A [aaa] A | a1 | A2 | Unmaeed
Rupees in 000

Investment in Debt Securities - - 4,099,169 - - - - - 7573
Investment in Govt Securities - - - - - - - - | 910,069,819
Loans secured against life 151,464,401
insurance policies - = - - - - . -




STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

2.5

2.6

2.7

Standards, amendments to published standards and interpretations that ate effective but not
relevant

The other new standards, amendments to published standards and interptetations that are
mandatory for the financial year beginning on January 01, 2021 are considered not to be relevant or
to have any significant effect on the Corporation's financial repotting and operations and are
therefore not presented here.

Standards, interpretations and amendments to published accounting and reporting
standards that are relevant but not yet effective and not eatly adopted by the Corporation

The following new standards, amendments to published standards and interpretations would be
effective from the dates mentioned below against the respective standard or interpretation.

Effective Date ( Annual period

Standard or Int tati
ancarc os Interpretation beginning on or after )

Fees in the ‘10 per cent’ Test for Derecognition of Finanecial

Liahilities (Amendment to IFRS 9) January 1, 2022
Onerous Contracts—Cost of Fulfilling a Contract (Amendments to

IAS 37) January 1, 2022
Property, Plant and Equipment: Proceeds before Intended Use

{sitnendments to IAS 16) January 1, 2022
Subsidiary as a First-time Adopter (Amendment to IFRS 1) January 1, 2022
Taxation in Fair Value Measurements (Amendment to IAS 41) January 1,2022
Updating a Reference to the Conceptual Framework (Amendments

to IFRS 3) January 1, 2022
Classification of Liabilities as Current or Non-current (Amendments

to IAS 1) January 1, 2022
Deferred Tax related to Assets and Liabilities atising from a Single

Transacton {Amendments to IAS 12) January 1, 2023
Definition of Accounting Hstimates (Amendments to IAS 8) January 1, 2023
Disclosure Initiative—Accounting Policies January 1, 2023

The management of the Corporation is in the process of assessing the impact of these Standards,
amendments and interpretations to the published standards on the unconsolidated financial

statements of the Corporation.

Standards, amendments and interpretations to the published standards that are not yet
notified by the Securities and Exchange Commission of Pakistan (SECP)

Following new standards have been issued by the International Accounting Standards Board (IASB)
which are yet to be notified by the SECP for the purpose of applicability in Pakistan,

IASB effective date
Standard or Interpretation (Annual periods beginning
on or after)
IFRS1  Fitst Tu-nc Adoption of Intetnational Financial July 01, 2009
Reporting Standards
IFRS 17 Insurance Contract (Amendment to Insurance January 1, 2023

Contract)
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Critical accounting estimates and judgments

The preparation of these unconsolidated financial statements in conformity with approved
accounting standards, as applicable in Pakistan, requires management to make judgments, estimates
and assumptions that affect the application of policies and repotted amounts of assets and liabilities,
income and expenses. The estimates and associated assumptions ate based on historical experience
and various other factors that are believed to be reasonable under the circumstances, the result of
which form the basis of making the judgments about catrying values of assets and liabilities that are
not readily apparent from other sources.

Actual results may differ from these estimates. The estimates and underlying assumptions are
teviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that petriod or in the period of the revision
and future periods if the revision affects both current and future periods.

Significant areas where assumptions, estimates and judgments were exercised in application of
accounting policies relate to: '
a) Classification of investments

In investments classified as "amortized cost", the Corporation has included financial assets with
fixed or detetminable payments and fixed maturity. In making this judgment, the Cotporation
evaluates its intention and ability to hold such investments to maturity.

b) Provision for outstanding claims (including IBINR)

The Corporation records claims based on the sum assured or other basis sct by the Corporation.
However, settlement of all the claims is made based ont the nature of insured event,

Provision of claims incurred but not reported (IBNR) is made on the basis of actuatial valuation.
Actuatial valuation is made on the basis of past ttend and pattern of repotting of claims. Actual
amount of IBNR may materially differ from the actuarial estimates.

c) Provision for taxation

In making estitnates for taxation cuttently payable by the Cotporation, management looks at the
current income tax law and the decisions of appellate authorities on certain issues in the past.

d) Impairment of other assets, including premium due but unpaid

The Corporation also considers the nced for impairment provision against other assets, including
premium due but unpaid and provision required there-against. While assessing such a requirement,
various factors including delinquency in the account and financial position of the policyholders are
considered.

e) Fixed assets, investment properties, depreciation and amortisation

In making estimates of depreciation / amortisation, management uses method which reflects the
pattern in which economic benefits are expected to be consumed by the Corporation. The method
applied is teviewed at each financial year end and if there is a change in expected pattern of
consumption of future economic benefits embodied in the assets, the method would be changed to
reflect the change in pattern, Such change is accounted for as change in accounting estimate in
accordance with International Accounting Standard - 8, "Accounting Policies, Changes in
Accounting Estimates and Errors".

The assets residual values, useful lives and methods are reviewed, and adjusted if appropriate, at each
reporting date.
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The Corporation also reviews value of the assets for possible impairment on an annual basis. Any
change in estimates in future years might affect the carrying amounts of respective items of fixed
assets with a corresponding effect on the depreciation / amottization charge and impaitment.

f) Staff retitement benefits

Staff retirement benefits are provided as per actuatial valuation or following the actuatial advice
which is based upon certain assumptions.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies and methods of computation adopted in the preparation of these
unconsolidated financial statement ate same as those applied in the prepatation of the annual
unconsolidated financial statements of the Corporation for the year ended December 31, 2020.

Property and equipment

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

Subsequent costs

Subsequent costs are included in the assets carfying amount or recognized as separate asset, as
appropriate, only when it is probable that future economic benefit associated with the item will flow
to the Corporation and the cost of the item can be measured seliably. Notmal tepairs and
maintenance are charged to statement of comprehensive income currently.

Depreciation

Depreciation is caleulated on straight-line method to write off the cost of assets over their expected
useful lives at the rates specified in note 4 to the financial statements, after taking into account
residual values, if any. The useful lives, residual values and depreciation methods are reviewed and
adjusted, if appropriate, at each reporting date. Depreciation on fixed assets is charged on a

proportionate basis.

Gain and losses on disposal

An item of fixed asset is derecognized upon disposal or when no future economic benefits are
expected from its use or disposal. Gains and losses on disposal of fixed assets are included in cutrent
year’s income and expenses respectively.

Capital work in progress

Capital worl in progress is stated at cost less impairment, if any and consist of expenditure incurred
and advances made in respect of fixed assets in the course of their acquisition, erection, consttuction
and installation. The assets are transferred to relevant category of fixed asset when they are available

for use.

Investment properties

Investment properties ate accounted for under the cost model in accordance with International
Accounting Standard 40, 'Investment Property' and S.R.O. 938 (1}/2002 dated December 12, 2002
issued by the SECP.

These are carried at cost less accumulated depreciation and impairment losses, if any. Subsequent
expenditure, depreciation and gains or losses on disposal are accounted fot it the same mannet as of
operating fixed assets.
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b)

Other assets

Stock of stationery, printed material and maintenance store in hand for investment propetties ete.
are valued at lower of cost or net realizable value. Cost is-determined on ‘first in first out’ basis.

Funds

The Cotporation maintains a shareholders' fund and five statutory funds, separately in respect of its
each class of life insurance business, namely:

Pakistan Life Fund (ordinary life);
Overseas Life Fund (ordinary life);
~ Pension Fund;

— Health Insurance Fund; and

~ Family Takaful Fund.

Assets, labilities, revenues and expenses are referable to respective statutory funds or allocated to

shareholders' fund.

Expenses of principal office are distributed among all funds on fair and equitable basis.
Pakistan Life Fund (ordinary life)

Pakistan Life Fund comprises individual life business and group life business carried out in Pakistan
as well as individual life Rupee business conducted outside Pakistan. Policyholders' liabilities as
shown in the Pakistan Life Fund are based on an actuarial valuation conducted by the Appointed
Actuary as at the reporting date.

Within the Pakistan Life Fund, business can be further classified as individual life conventional
business, BANCA business, group insurance business and a small amount of annuity business. Most
of the policies contain Discretionary Participation Feature (DPF).

Overseas Life Fund (ordinary life)

The Overseas Life Fund entirely consists of individual life conventional business carried out at
UAE, Kingdom of Saudi Arabia and Kuwait through zonal office located in Dubai (UAE).
Policyholders' liabilities as shown in the Overseas Life Fund are based on an actuarial valuation
conducted by the Appointed Actuary as at the reporting date.

Exchange gains and losses on translation of currencies of Overseas Life Fund and Pakistan Life
Fund (Rupee business) are taken to revenue account through statement of investment income. Most
of the new business written under the Overseas Life Fund contains a Discretionary Participation

Feature (DPF).

Pension Fund

The Pension Fund consists of funds on account of group pension deposit administration contracts.
Policyholders' liabilities as shown in the pension fund are based on an actuarial valuation conducted
by the Appointed Actuary as at the repotting date.
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3.5

The Corporation is implementing mega health insurance programs, ie. Federal Sehat Sahulat
Program and KP Sehat Sahulat Program. These programs covered the 80 million population of
Pakistan across 90+ districts to provide them with health insurance coverage through a vast netwotk
of 450+ panel hospitals. The Federal Sehat Sahulat Program, with expansion to target more than 68
districts across Pakistan, is covering around 10 million families (i.e. 50 million individuals). The
gtowth in the scheme has a massive impact on the quality of health care available to the poor. The
scheme is providing the secondary coverage of Rs. 60,000/- and Rs. 300,000/- under tertiary
covetage per annum. The beneficiaries are also paid additional benefits such as cash payments of
transportation and funeral charges. Besides pure BISP data, the entite FATA, FR Region,
Tharpatkar and AJK regions have been covered under this scheme. The coverage was further
extended to all the disabled person and repistered transgender community of Pakistan. Plans are
underway to expand the scheme to cover 100% population of GB, Islamabad and Punjab. The KP
Sehat Card Plus Program has covered the entire population of Khyber Pakhtunkhwa, where more
than 7 million families would be covered. This scheme has a worth of around 87+ billion in the next

five years. The scheme provides inpatient hospitalization secondary coverage of Rs. 40,000/- pet
member and Rs. 400,000/- under tertiary coverage per annum. State Life being a public sector

organization would strive to extend its setvices to manage social health programs most efficiently
and economically.

Family Takaful Fund

The Corporation on receipt of license to start Window Takaful Operations, established a statutory
fund namely 'Family Takaful Fund' to offer Family Takaful Contracts. Family Takaful Contract is an
arrangement which rests on key Shariah ptineiples of mutual cooperation, solidarity and well-being
of a community, and is based on the principles of Wakala Waqf Model. Under a Takaful
arrangement, individuals come togethet and contribute towards the common objective of protecting
each other against financial losses by shating the tisk on the basis of mutual assistance.

The obligation of Waqf for Waqf participants’ liabilities is limited to the amount available in the
Wagqf fund. In case thete is a deficit in the Waqf Fund, the Window Takaful Operator shall grant an
interest free loan (Qard-e-Hasna) to make good the deficit. The loan shall be repayable from the
future surpluses generated in the Waqf Fund, without any excess of the actual amount given to it.
Repayment of Qard-e-Hasna shall receive priority over susplus distribution to Participants from the
Waqf Fund.

Insurance contracts - classification
The Cotpotation maintains five statutory funds which are as follows:

- Pakistan Life Fund

- Overseas Life Fund

- Pension Fund

- Accidental and Health Insutance Fund
- Family Takaful Fund

Within the Pakisran Life Pund the business can be further classified as individual life conventional
business, group insurance business and a small amount of annuity business.

Most of the new individual life ‘conventional policies written by the Corporation contain 2
Discretionary Participation Feature (DPF), DPF indicates policies in which the investor receives an
additional payment, the amount or. timing of which is contractually at the discretion of the issuer.
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The Overseas Life Fund entirely consists of individual life conventional business. Most of the new
business written under the ovetseas life fund contains 2 DPF.

The Pension Fund consists of funds administered under Group Pension Deposit Administration
contracts.

The Accident and Flealth Insutance Fund consists of Group Health and Accident Insurance
Contracts.

During the year the Corporation has fully operate Family Takaful Operations effective from
February 2021.

Considering all the five statutory funds together, the bulk of Corporation business consists of
individual life conventional policies. Most of the remaining business consists of group life insurance
business. Group Health is a relatively new venture of the Cotpotation which started in 2012 and has
yet to register any significant growth. The Corporation also offers some supplementary benefits
attached in the form of riders to the individual life policies and the group life contracts, Each of
these classes of business are described in greater detail below.

Contract details and measurement

The insurance contracts offered by the Corporation are described below:
Individual life policies
Individual life conventional products

These are long term contracts with either level or single premiums. These plans generally provide for
some death benefit on death duting the currency of the policy and a sutvival benefit eithet on the
happening of cettain contingencies ot on the matutity of the policy. The premiums ate payable only
in the life time of the policyholder. In case of term insurance products there is no survival benefit.

Universal life policies

Under these plans 2 cettain amount is set aside from the premium for expenses and meeting the
mortality cost and the remainder of the premium is invested to earn some investment return.
Investment return is allocated to these products on an annual basis keeping in view the investment
eatnings of the Pakistan Life Fund.

Term insusance policies

A few products of the Corporation ate term insurance plans providing benefits only in case of death.
Under these policies no benefit is due if the policy holder survives the duration of the policy, The
Corporation sells both level term insurances and decreasing term insurances also known as mottgage
protection plans.

Annuities

The Corporation also has a small number of individual and group life-annuities on its books. Under
these contracts a petiodic income benefit is payable to the insured life for as long as annuitant is
alive. Besides, the Corporation offers annuity-certain plans under which periodic income benefit is
payable for a stipulated period and is not dependent on the life of the policyholder.
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Supplementary riders

The Corporation offers vatious types of supplementary riders. Some of these ridets offer additional
life coverage, in some cases they offer accidental death and disability benefits. The benefits can take
vatious forms such as lump sum payment or an income benefit or waiver of premiums due under
the host policy contract.

Insured event

Under the individual life insurance policies in most cases the insured event is either death or survival
until the maturity date of the policy, except in case of term insurance where there is no maturity
benefit. Under the annuity policies the Corporation is exposed to the risk of longevity. In this case
the insured event is survival of the life insured for a long dutation, exceeding the period normally
expected under standatd mortality tables.

In case of supplementary rider the insured event is either death or just accidental death or disability
whether accidental ot natugal or both.

Distribution channel

The individual life business of the Corporation is sold through its dedicated sales force which is
present all over the country. This field force is organised under a three tier system consisting of sales
representatives, sales officers and sales managers. Each sales sector headed by a sector head is
further grouped over 1000 area offices, more than 1,200 area offices, 33 zones and 7 regional offices
in addition to one zone for the Gulf Repion. The Gulf zone has its own marketing team of sector

heads, atea managers and sales force.

The individual life policy holders of the Corporation come from all strata of society, with greater
representation of the rural areas due to wider outreach of its field force. New policyholders have an
average age of atound 34 years.

Group life policies
Basic coverage

The group life policies are generally one year renewable term insurance contracts. In most cases they
provide group coverage to the employees of an employer. Some times the coverage is tied up with
loans extended by the employer for house building or purchase of motor vehicles or other
household items, In some cases group policies are issued to lending agencies such as banks to
provide group coverage to theit borrowers. There are also a small number of group endowment
policies which provide benefits identical to individual life policies but under the umbrella of 2 group
contract.

Supplementary coverage

In many cases the group policies also provide supplementary coverage which may include accidental
or natural disability benefits and additional accidental death benefit. These riders also take the form

of one year renewable term insurance policies,
Insured event

Under the group life insurance policies in most cases the insured event is death due to any cause. In
case of supplementary coverage the insured event can include accidental death ox disability or natural

disability.
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Distribution channel

The group insurance business is sold through four group and pension zones of the Corporation.
Each zone has its own matketing force consisting of sector heads who are full time salaried
employees of the Corporation, however, some of the group business is also procured through
individual life field force of the Cotporation.

Most of the lives covered under the group insurance consist of industrial and office workers, civil
servants and employees of corporations, banks, other financial institutions, army, navy ete.

Policyholders' liabilities _
Policyholdets' liabilities are stated at a value determined by the appointed actuary through an
actuatial valuation carried out as at each reporting date. In determining the value, both acquired
policy values (which forms the bulk of policyholders' liabilities) as well as estimated values which will
be payable against risks which the Cotpotation underwrites are taken into account. The basis used
are applied consistently from yeat to year.

The basic liability consists of the estimated actuarial liability against each contract, which is in fozce.
Following elements are added to this amount:

a) any reserve required for premiums;

b}  reserve for incurred but not reported (IBINR) claims;

) reserve for income benefit in course of payment; and

d)  reserve for potential losses on a policy to policy basis.
The unearned premium liability in respect of group life and health insurance schemes is included in
actuarial liability.
Re-insurance conttacts held

The Corporation has re-insurance arrangements with Swiss Re. The net tetention limit of the
Corporation for individual life is Rs. 5 million (2020: Rs. 5 million) pet policy and for group life is
Rs. 5 million (2020: Rs. 5 million) per person of risk. Re-insurance premium is recorded as an
expense evenly over the petiod of the re-insurance contract and is off-set against the premium
income of the respective year.

The claim recoveries arising out of re-insurance contracts are off-set against the claims expenses of
respective year.

Claims .

The lability in respect of outstanding claims represents the ascertained value of claims incutred and
reported before the end of the accounting year. Incurred but not reported (IBNR) cases are
provided on the basis of actuarial advice and included in the policyholders' liabilities.

On May 19, 2014, Securities and Exchange Commission of Pakistan (SECP) has issued Circular No.
11 of 2014 in which they have prohibited all life insurers from writing back the unclaimed insurance
benefit amount in any citcumstances, The unclaimed insurance benefits are the amount which have
become payable in accordance with the terms and conditions of an insurance policy but have not
been claimed by the policyholders or their beneficiaries. Such unclaimed amounts include unclaimed
maturity benefits, long outstanding claims and un-intimated or unclaimed death or disability claims.
The Cotporation has a practice of writing back claims which ate outstanding for mote than three
years from the date from which the claims become payable and an equivalent amount has been
placed in ‘teserve for unpaid insurance benefits’ within the policyholders’ liabilities. The Corpotation
has received letter dated May 22, 2015 from SECP clarifying that the practice to retain the unclaimed
insurance benefits in its actuarial reserve is in compliance with the clause 3 of the aforementioned

Circular.
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Amount due to other insurers / reinsurers

Liabilities for other insurets / reinsurers are carried at cost which is the fait value of considetation to
be paid in future for services.

Premioms due but unpaid

Premiums due but unpaid are recognised at cost, which is the fair value of considetation to be
received less provision for impairment, if any.

Amount due from other insurers / reinsurers

Amount due from other insurers / reinsurers are carried at cost less provision for impairment, if
any.

Acquisition costs

These are costs incurred in acquiring and maintaining insurance policies and include without
limitation all forms of remuneration paid to insurance agents and certain field force staff.

Expenses of management

Expenses of management represent directly attributable expenses and indirect expenses allocated to
statutory funds.

Staff retirement benefits

a) Provident fund

The Corporation operates a defined contribution plan, a recognized conttibutory provident fund
scheme for all its eligible employees. For employees who have opted for the gratity scheme,
monthly contributions at the rate of 8.33% of their basic salaries are made to the fund by the
Cotporation. However, in respect of employees who have opted for the pension scheme, no
contribution is made by the Corporation to the provident fund.

b) Gratuity fund

Officers

The Corporation maintains a funded defined benefit plan for those officers who opted for gratuity
rules. On retirement, resignation, termination or on death they will be paid last month's drawn salary
for each completed year of service. Liability for the fund is based on the advice of appointed actuary.

Staff

The Corporation maintains a2 unfunded defined benefit plan for those staff who opted for gratuity

rules. On retirement, resighation, termination or on death they will be paid last month's drawn salary
for each completed year of service. Liability for the fund is based on the advice of appointed actuary.

Previously, the Corporation maintained a defined contribution plan in respect of all those officers of
the Corporation who initially opted for the unfunded gratuity scheme. At the end of each month,
starting from the effective date of admission of a member to the fund, the Corporation used to
make a contribution. equal to 8.33% of the member's basic salary. Howevet, pursuant to decision of
the Boatd of Directors taken in theit 241st meeting held on October 20, 2015, the gratuity scheme
of the officers of the Corporation has been tevamped from defined contribution plan to defined
benefit plan.
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c) Pension fund

The Corporation operates a defined benefit plan, a funded pension scheme for its employees opting
for the pension scheme established in 1984 and payments are made annually to the extent allowed
under the Income Tax Rules, 2002 to meet the obligations there-under on the basis of actuarial
valuation, From a previous yeat putsuant to the order of Honorable Supreme Court of Pakistan, the
Corporation has restored its pension scheme, as aforesaid, that was in effect before December 31,
1999. Liability for the fund is based on the advice of appointed actuary.

d) Compensated absences

From the yeat 2002, the un-availed earned leave balance of officers is encashed to the extent of two
third of the leave balance with simultaneously proceeding on leave for one third leave balances,
minimum for twelve days. A policy is already in force for the staff on similar lines. For officers
leaves upto 60 days can be carried forward upto the date of retirement and can be encashed at
tetirement. Similarly, in respect of staff leaves upto 180 days can be catried forward upto the date of
tetitement and can be encashed at retirement.

The Hability in respect of compensated absences as at December 31, 2021 amounting to Rs.1,805
million (2020; Rs. 1,613 million) has been provided in these unconsolidated financial statements
based on actuarial valuation. :

e) Post retitement medical benefits

3.15

3.16

The Cotporation provides medical facilities to its retired officexrs and their spouses in accordance
with the service regulations. As at December 31, 2021, liability for post tetirement medical benefit as
computed by the appointed actuaty is estimated at Rs. 2,799 million (2020: Rs. 2,792 million) and the
same has been provided in these unconsolidated financial statements.

Loans secured against life insurance policies

Cash loans

Loans in cash against the security of life insurance policies may be extended to the policyholders to
the extent of 80% of surrender value of the respective policy, provided the policy has been in force
for at least two yeats,

Automatic non-forfeiture provisions

(a) Automatic Premium Loans secured against surrender value of the policy may be extended
to the extent of the surrender value of the respective policy, provided the policyholder
has exercised Automated Premium Loan option.

() An advance equal to one year premium may be allowed to the policyholder only once, if
the policgholdet has exercised Auto Paid-up option provided the respective policy has
been in fotce for at least two years.

Revenue recognition

Premium

(a) Individual life policies

The initial premium is recognized when the policy is issued after teceipt of that premium.
Subsequent ptremiums falling due under the policy are recognized if received before expity of the

grace petiod, ot if advanced by the Cotporation under the Automatic Non-Forfeiture provisions.
However, ptemiums due in the month of December but not teceived by 31lst December are

recognized if the grace petiod is to expite after the next 1st Januaty.
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{b) Group life policies
The premivm on group life policies is recognized on a proportionate basis.
Rental income on investment properties

Rental income is recognized on an accrual basis except where dues are more than six months old in
which case income is recognized on a receipt basis, except for the cases that are under litigation.

Investment income

Income on government securities, term finance certificates and other fixed income securities is
recognized on an accrual basis for the number of days these are held taking into account effective
yield on the instruments.

Dividend income is recognized when the Corporation’s right to receive dividend is established.
Income on debentures is tecognized at the prescribed rates, except where recovery is considered
doubtful in which case the income is recognized on a receipt basis.

Capital gain / loss arising on sale of listed secutities is recognized on settlement date.

Income on futute transactions is taken to income as the difference between ready market purchase
price and future sale at setflement of future transactions. Income on reverse repurchase transactions
is taken to income at the date of settlement.

Defetred capital grant

Grants received for capital expenditure is credited to “Deferred liabilities”. Amount equal to the
depreciation charged duting the year as per rate applicable to the respective assets is transferted to
other income. Grants received in cash for revenue expenditure are treated as income on the basis of
expenditure incurred.

Others

All other income are recognised on accrual bass.
Taxation

Curtrent

Provision of cusrent tax is based on the taxable income for the year determined in accordance with
prevailing laws (Fourth Schedule to the Income Tax Otdinance, 2001) for taxation of income. All
sources of income of the Corporation are taxed as one basket income using prevailing tax rate
expected to apply to the profit for the year, if enacted. The charge for the current tax also includes
adjustments, where considered necessary, to the provision for tax made in previous years atising
from assessments finalized during the current year for such yeats.

Deferred

Deferted taxation is accounted for using the balance sheet liability method providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting putposes
and the amounts used for taxation purposes. The amount of deferted tax provided is based on the
expected manner of realization on settlement of the carrying amount of assets and liabilities using

the tax rates enacted at the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will
be available and credits can be utilized, Deferred tax assets are reduced to the extent that it is no
longer probable that the telated tax benefit will be realized.
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Bad and doubtful debts

Known bad debts are written off and impairment loss is recognized for debts / receivables
considered doubtful.

Provisions

Provisions are recognized when the Corporation has a present legal or constructive obligation as a
result of past events and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate of the amount can be made.

Impairment of non financial assets

The carrying amounts of non financial assets ate assessed at each reporting date to ascettain whether
there is any indication of impaitment. If any such indication exists then the asset's recoverable
amount is estimated. An impairment loss is recognised, as an expense, for the amount by which the
asset's carrying amount exceeds its recoverable amount.

The recoverable amount is the higher of an asset's fait value less cost to sell and value in use, Value
in use is ascertained through discounting of the estimated future cash flows using a discount rate
that teflects cutrent matket assessments of the time value of money and the risk specific to the
assets. For the purpose of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash generating units).

Related party transactions and transfer pricing

Transactions and contracts with the related patties are cartied out at atm's length ptice determined in
accotdanice with comparable uncontrolled price method.

Cash and cash equivalents

These include cash and bank balances and deposits maturing within twelve months.

Dividend distributions and approptiations

Dividend distributions and appropriations are recorded in the period in which the distributions and
appropriations are approved.

Earnings per share

The Corporation presents basic and diluted Eatnings Per Share (EPS) for its shareholders. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary sharcholders of the
Corporation by the weighted average number of ordinazy shares outstanding during the year. Diluted
EPS is calculated if there is any potential dilutive effect on the Cotporation's reported net profits.

Segment reporting

Operating segment is 2 distinguishable component of the Corporation that is engaged in providing
services that are subject to risks and returns that are different from those of other operating
segments. The Corporation accounts for segment teporting of operating results using the classes of
business as specified under the Insurance Ordinance, 2000 and the Insutance Regulations, 2017.

The Cotporation’s business segments ate currently reported five statutory funds, separately in
respect of each class of life insurance business.
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3.26

3.27

3.28

Foreign currency translations

Foreign curtency transactions during the year are recorded at the exchange rate approximating those
ruling on the date of transaction. Monetary assets and liabilities in foreign currencies are translated at
the rate of exchange which approximates those prevailing on the reporting date. Gains and losses on
translations are taken to income currently. Non monetary items that are major in terms of historical
cost in a foreigh cutrency ate translated using the exchange rates as at the date of initial transactions.
Non monetary items measured at fair value in a foreign currency ate translated vsing the exchange
rate at the date when the fair value was determined.

Leases

The Corporation recognizes a right-of-use asset and a lease liability at the lease commencement date.
The right-of-use asset is initially measured based on the initial amount of the lease liability adjusted
for any lease payments made at or befote the commencement date, plus any initial direct costs
incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the site on which it is located, less any lease incentives received. The right-of-use
asset is depreciated on a straight-line method over the lease term as this method most closely teflects
the expected pattern of consumption of the future economic benefits. The lease termn ineludes
petiods covered by an option to extend if the Corporation is reasonably certain to exercise that
option. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and
adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Corporation’s inctemental borrowing tate. Generally, the Corporation
uses its incremental bottowing tate as the discount rate.

The lease liability is subsequently measured at amortised cost using the effective interest method. It
is rtemeasured when there is a change in future lease payments arising from a change in fixed lease
payments or an index or rate, if there is a change in the Corporation’s estimate of the amount
expected to be payable under a residual value guarantee, or if the Corporation changes its assessment
of whether it will exercise a purchase, extension or termination option.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the
cattying amount of the tight-of-use asset, or is tecorded in profit or loss if the cattying amount of
the right-of-use asset has been reduced to zero.

The Corporaton has elected to apply the practical expedient to account for each lease component
and any non-lease components as 2 single lease component and not to recognize right-of-use assets
and lease liabilities for short-term leases that have a lease term of 12 months or less and leases of low-
value assets. The lease payments associated with these leases is recognised as an expense on a

straight-line basis over the lease term.
Financial instruments

Finanecial assets and financial liabilities are recognised when the Corporation becomes a party to the
contractual provisions of the financial instrument.

Financial assets and financial liabilities are recognised initially at cost including associated transaction
costs which is the fair value of the consideration given,

The financial assets and financial liabilities ate measured subsequently as desctibed below:
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Financial assets

For the purpose of subsequent measurement, financial assets are classified into the following
categories upon initial recognition:

* Loans and receivables;
* Held to maturity; and
* Fair value through profit or loss financial assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed ot determinable payments that
are not quoted in an active tnatket. Aftet initial recognition, these are carried at amortized cost.

Held to maturity

These include held to maturity investments that ate financial assets with fixed or determinable
payments and fixed maturity and the Corporation has a positive intent and ability to hold these
investments till maturity. After initial recognition, these are carried at amortized cost.

Fair value through profit or loss

These are investment are initially recognised at cost being the fair value the of consideration given
and its related transaction cost are charged to profit and loss account. These investment are
subsequently measured at their market value with any gain or loss in statement of comprehensive
income.

Impairment of financial assets

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

An impaitment loss is teversed if there has been a change in the estimates used to determine the
tecoverable amount. An impairment loss is reversed only to the extent that the asset's catrying
amount does not exceed the cartying amount that would have been determined, if no impairment
loss had been recognized.

Derecognition

Financial assets are derecognized at the time when the Cotporation loses control of the contractual
rights that comprise the financial assets. Financial liabilities are derecognized at the time when they
are extinguished, that is, when the obligation specified in the contract is discharged, cancelled, or
expired. Any gains or losses on derecognition of financial assets and financial liabilities are taken to
the statement of comptehensive income immediately. '

Off getting

Financial assets and liabilities are off set and the amount is reported in the statement of financial
position if the Cotpotration has a legal tight to set-off the transactions and also intends either to
settle on a net basis or to tealize the asset and settle the liability simultaneously.
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3.29

Fair / matket value measurements

For investments in Government securities, fair / matket value is determined by reference to
quotations obtained from Reuters page (PKRV) / (PKISRV) where applicable. For investments in
quoted marketable securities, other than Term Finance Certificates / Corporate Sukuks, fair /
market value is detetmined by teference to Stock Exchange quoted matket price at the close of
business on teporting date. The fair market value of Term Finance Certificates / Corporate Sukuks
and investment in Mutual Fund is as per the rates issued by the Mutual Funds Association of
Pakistan (MUFAP).

Financial liabilities
For the putpose of subsequent measurement, financial liabilities are measured at amortised cost
using effective interest method, which approximates to its cost except for policyholders' liabilities

and liability for claims incurred but not reported (IBNR) which are measured on the basis of
actuarial valuations.

Investment in subsidiaries

Investment in subsidiaries has been cartied at cost less provision for impairment (if any).
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STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2021

pil

14

14.1

14.2

INSURANCE / REINSURANCE RECEIVABLES _ Note
Unsecured and considered good

Due from insurance contract holders

Less: provision for impairment of reccivables from
Insurance contract holders

Due from other, insurers / reinsurers

Less: provision for impairment of due from other insurers /
reinsurers

LOANS AND OTHER RECEIVABLES

Accrmed investment income

Loans to agents

Loans to employces 12,1
Advance to contractors & security deposit

Other receivables

Deposit against bank guarantee

2021

2020

~evi-en Rupees in '000 —-----

This represent interest free loans provided to employees repayable within 12 months.

Note

PREPAYMENTS

Prepaid miscellancous expenses
Prepaid rent

CASH AND BANK

Cash and cash equivalent
- Cash in hand
- Cash in transit

Cash and bank

- Curtent account
- Saving account 14.1
- Fixed deposits maturing after 12 months

Cash and cash equivalent include the following for the purposes
of the statement of cash flows;

Cash and cash equivalent
- Cash in hand
- Cash in transit

Cash and banl:

- Curtent account
- Saving account
Cash and cash equivalent

37,056,058 32,151,773
374,133 422,586
37,430,191 32,574,359
52,173,604 46,598,010
81,736 78,493
953,738 949,821
432,265 464,561
2,034,446 1,388,425
546,000 446,000
56,221,789 49,925,310
2021 2020

-—---- Rupees in 000 -~cuuuu

50,438 46,692
15,929 15,428
66,367 62,120
9,635 12,838
33,118 190,000
30,491,571 14,693,173
62,360,355 31,042,831
8,107,351 10,245,891
101,002,030 56,184,733
9,635 12,838
33,118 190,000
30,491,571 14,693,173
62,360,355 31,042,831
92,894,679 45,938,842

These carry mark-up ranging from 6.6% to 18.00% (2020: 6.46% to 12.66%) per annum,



STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2021

15 ORDINARY SHARE CAPITAL

151 AUTHORIZED CAPITAL Note

2021 2020
Number of shares

50,000,000 50,000,000 Ordinary shares of Rs. 100 each.

15.2  Issued, subscribed and paid up share capital

2021 2020
Number of shates

Ordinary shares of Rs. 100 each fully

46,000,000 43,000,000 paid in cash
Issued during the year fully  15.3
3,000,000 3,000,000 paid in cash
49,060,000 46,000,000

2021

2020

~eioe Rupegs in 000 —--nemv

5,000,000 5,000,000
4,660,000 4,300,000

300,000 300,000
4,900,000 4,600,000

15.3 During the year, the Corporation issued share capital amounting to Rs, 300 Million with the approval of

Finance Division wing of Government of Pakistan with the letters dated December 01, 2021,

16 RESERVES Note

Revenue reserves
General reserve

17 INSURANCE LIABILITIES
Reported outstanding claims (including claims in payment) 17.1

Incurred but not reported claims (IBINR) 17.2
Investment Component of Unit Linked and Account Value

Policies 17.3
Liabilifes under individual conventional insutance contracts 17.4
Liabilities under group insurance comtracts (other than

: : 17.5
investment linked)

Other insurance liabilities {premium deficiency reserve) 17.6

171 Reported outstanding claims (including claims in
payment)
Gross of Reinsurance
Payable within one year
Payable over a period of time exceeding one year

Recoverable from Reinsurance
Receivable within one yeat

Receivable over a petiod of time exceeding one year

Net reported outstanding claims

2021 2020

------- Rupees in '000 ——---
4,725 304,725
54,464,424 34,878,925
7,264,935 4,081,391

73,839 -
1,240,729,899 1,116,847,629
6,859,785 1,462,422
1,248,411 206,215
1,310,641,293 1,157,476,582
54,464,424 34,878,925
54,464,424 34,878,925
54,464,424 34,878,925




STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

17.2

17.3

17.4

17.5

17.6

18

Incurred but not reported claims (TBINR)

Gtoss of reinsurance
Reinsurance recoveres
Net of reinsurance

Investment Component of Unit Linked and Account
Value Policies

Investment Component of Unit Linked Policies

Liabilities under individual comventional insurance
conitacts

Gross of reinsutance
Reinsurance eredit
Net of reinsurance

Liabilities under group insurance contracts (other than
investment linked)

Gross of reinsurance

Reinsurance credit

Net of reinsurance

Other insurance liabilities (premium deficiency reserve)

Gross of reinsurance
Reinsurance recoveties
Net of reinsurance

RETIREMENT BENEFIT OBLIGATIONS

Post retitement benefit
Accumulated Compensation Absences

2021

2020

~—-- Rupees in '000 -«ouue-

7,264,935 4,081,391
7,264,935 4,081,391

73,839 .
1,241,768,840 1,117,793,101
(1,038,941) (945,472)
1,240,729,809  1,116,847,629
6,859,785 1,462,422
6,859,785 1,462,422
1,250,941 206,215

(2,530) 4
1,248,411 206,215
18.1 1,678,912 482,926
18.2 1,805,000 1,613,000
3,483,912 2,095,926
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STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2021

18.2 Accumulated Compensation Absences

19

20

21

Movement in Payable

Opening Balance
Addition / (Reversal) duting the year
Closing balance of compensated absences

DEFERRED TAXATION

Deffered tax ctedit arising in respect of
On retained balance on Ledger Account D

Deferred credit arising in respect oft
- on retained balance on Ledger Account D

Deferred credit arising in respect of:
- on retained balance on Ledger Account D

INSURANCE / REINSURANCE PAYABLES

Due to other insurers / reinsurers

OTHER CREDITORS AND ACCRUALS

Agents commission payable
Accrued expenses
Other liabilities

2021 2020
------- Rupees in '000 -------
1,613,000 1,542,000
192,000 71,000
1,805,000 1,613,000
3,489,579 1,610,642
Recognised
in the Recognisedin  Balance as
Balance as statement of other at
at January profitand comprehensive December
1, 2021 Joss income 31, 2021
Rupees in '000
1,610,642 1,878,937 - 3,489,579
Recognised
* in the Recognisedin  Balance as
Balance as  statement of other at
at Januaty profitand comprehensive December
1, 2020 loss income 31, 2020
Rupees in 1000
636,015 974,627 - 1,610,642
2021 2020
-——- Rupees in '000 —--—
521,942 566,647
4,928,208 3,550,301
10,499,148 9,936,450
11,489,582 0.156.295
26,916,938 22,643,046




STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
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22

221
2211

22.1.2

22.13

CONTINGENCIES AND COMMITMENTS

Contingencies

The Corporation had filed nine appeals on different issues before the Honorable High Court of Sindh
contesting the decision of the ATIR for the income years 1992-1993 to 2002-2003 mainly relating to tumover
tax and excess perquisites. In addition, the issue of tax rate was raised for the income years 1992-93 to 1996-
97. The Inland Revenue Department added back the excess petquisites to the taxable income and tax liability
was enhanced accordingly. Furthet, Inland Revenue Department re-opened these assessments and rectified to
invoke provisions of tumnover tax on the ground that the tax paid under Fourth Schedule of the Income Tax
Ordinance, 2001 is less than turnover tax and hence, should be paid accordingly. The Corporation then filed
aforesaid appeals on the ground that the Fourth Schedule of the Income Tax Ordinance, 2001 1estricts
taxable income to that portion of actuatial surplus which is attributed to the sharcholders fund by the
appointed Actuaty.

Out of nine appeals, Sindh High Court vide judgement reference dated November 24, 2020 decided four
appeals against the Corporation. Cotporation has filed CPLAs before the Honorable Supreme Court of
Pakistan against judgement of the Sindh High Court. No next date for hearing has been fixed as of yet due to
unavailability of Bench of Honoutable Supteme Coutt at Karachi Registry. The Management of the
Corporation and its tax advisor are of the opinion that the Company has a strong case and it will be most
likely be decided in favout of the Corporation. '

In the year 2010, the Inland Revenue Department served legal notices to the Corporation, requiring it to
explain why the withholding tax under section 151{1)(d) of the Income Tax Ordinance, 2001 has not been
deducted on payments made to the policyholders on the maturity, Those notices wete telated to tax yeats
2008 and 2009.

According to those notices, the Inland Revenue Department were of opinion that Cotporation was required
to withheld Income Tax on maturity claims by virtue of the said secton. The Department considered that
the total amount of a matured policy given to the policy holder consist of bonuses and the sum assured. The
bonuses ate given to the policy holdet on the basis of the amount of premium received during the whole
term of the policy which. is a form of interest or profit on debt. Hence, the Corporation u/s 151 (1)(d) is
liable for deducting withholding tax at the rate 10% on the amount of bonuses paid to policyholder on
maturity, Therefote, the Inland Revenue Department raised demands of Rs. 710.12 million and Rs, 738,51
million as withholding tax for tax year 2008 and 2009 respectively. The Corporation had filed appeals befote
CIR(2) on the grounds that policy contract as a debt instrument lacks legal sanctity and the definition of debt
is being misinterpreted by the tax authorities.

CIR(A) decided the subject appeals in favor of Corporation vidr_.-. order No. 27 & 28 dated September 29,
2011 on the grounds that the provisions of section 151(1}(d) of the Income Tax Ordinance, 2001 ate not
attracted to the payments made by way of bonus on the maturity of the policies as the same can not be
construed to be interest or profit on debt.

The demand raised by the Department has not been enforced after above judgment of CIR(A), therefore, no
payment was made against the demand. Inland Revenue Department filed appeals before the ATIR against
the above ordets of CIR(A) which wete dismissed by learned ATIR vide otder No. 506-07/KB/2012 on
Aprit 17, 2014.

Inland Revenue Department has filed appeals before High Court of Sindh, Karachi against the orders of
ATIR. Management of the Corporation and its tax advisor are confident that ultimate outcome of this
matter will be in favor of the Corporation and accordingly, no provision is required in these financial
statements on account of this matter.

Inland Revenue Department served 2 legal notice u/s 122 (5) on apportionment of expenses under section
67 of the Income Tax Ordinance, 2001 to the dividend income for tax year 2004. The said notice was replied
by Corporation but not agreed by the concerned ACIR. Subsequently amended assessment order was passed
u/s 122 (54A) which resulted in tax demand of Rs. 164.88 million. The Corporation was not in agreement
with said order and preferred appeal before CIR(s). Said appeal was not upheld at this fornm. Next appeal
was filed before ATIR. Meanwhile the Department adjusted demand amount from the pending refunds for

tax year 2010,
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Appellate Tribunal Inland Revenue (ATIR) decided the above appeal in favor of Cospotation vide order No/
925/KB /2010 dated July 24, 2012; wherein the addition made u/s 67 has been deleted.

The said issue has already been decided by the Honorable High Court of Sindh, Karachi in an other appeal

on the issue reported as Commissioner (Legal) Inland Revenue v/s EFU General Insurance Lid 2011-PTD-
2042,

Inland Revenue Department has passed an order u/s 124 of the Income Tax Ordinance, 2001 to give effect
to the appeal Ref. Document # 11/54 dated June 24, 2014 and also issued refund of Rs. 153.75 million to the
Corporation. The Cotporation had adjusted Rs. 8.80 million against demand for Tax year 2014. The refund
amounting to Rs, 2.33 million is stil pending with the Department. In the year 2013, the Inland Revenue
Department filed appeal in the Honorable High Court of Sindh against the decision of ATIR which was
dismissed by the High Court of Sindh, Karachi vide order dated August 30, 2016, Inland Revenue
Department has filed civil appeal before Honorable Supreme Court of Pakistan against the judgement of

Honorable High Court of Sindh, Karachi. The case was heard at February 16, 2022 on which no decision was
taken, Further the next date of hearing is not yet fixed by the court. The Legal advisor is expecting that the
nltimate outcome of the cases shall be decided in faver of the Corporation.

In the year 2013, Inland Revenue Department issued similar notices to Corporation regarding withholding of
tax on maturity proceeds of insurance policies as described in note 22.1.2. These notices were related from
Tax Year 2010 to 2012 stating that the Department holds a similar stance as described in the safd note. Reply
was filed by the Cotporation through authotized representative which was not accepted by the Department
and otder u/s 161 and 205 of the Income Tax Ordinance was passed, resulting in total demand of Rs.
1,577.46 million (Rs. 1,249.14 million as withholding tax and Rs. 328.32 million as default surcharge).

The entire principal demand of Rs. 1,249.14 million was paid under protest and without prejudice to its legal
tight to appeal. The Corporation filed appeals before CIR(A) which was not upheld. The Corporation then
filed appeal before ATIR against the above order which has been decided in favour of Corporation vide
consolidated order dated February 21, 2017,

Futther, LTU, Karachi had also issued notice u/s 161/205 of the Income Tax Otdinance, 2001 sitnilar to the
notices issued in the previous years to invoke the section 151 (1)(d) of the Ordinance to tecover withholding
tax from the Corporation on the amount of bonus paid to the policyholders on the maturity of the polices
during the tax year 2013. Reply was filed through tax consultant which was not agreed by Department and
order u/s 161/205 was passed and tax demand amounting to Rs. 609.23 million including default surcharge
of Rs. 99.11 million was taised in terms of alleged withholding tax on bonus paid to the policy holdets. The
Corporation filed an appeal before CIR(A) who annulled the impugned order passed by DCI(R) through its
otder no.34 dated March 30, 2015.

The tax department has filed an appeal against the order passed by the CIR(A) before the ATIR. The appeal
is pending before the ATIR

Inland Revenue Department has issued refund amounting to Rs. 500 million from appesl effect of Tax Year
2013 in July, 2015. Further, IR Department has adjusted outstanding demand for tax year 2009, 2010 and
2011 at Rs. 10.8 million, 12.58 million and Rs. 56.37 million respectively against pending appeal effect of tax
year 2013. As at December 31 2021, appeal effect amounting to Rs. 29.48 million is still pending with the
Inland Revenue Department. Inland Revenue Department has filed an appeal before ATIR against the said
order of the CIR{A) which is pending till to date.

The management and legal counsel are optimistic that ultimate ontcome of the cases shall be decided in favor
of the Corporation as ATIR has decided the appeals related to similar issue in previous yeats in favour of the

Cotporation.

While assessing the income and tax liability thereon for assessment years 2000-01, 2001-02 and 2002-03,
Income Tax Department, AJK disallowed excess perquisites u/s 24(i) of the Income Tax Otrdinance, 1979
(tepealed) as inadmissible business expense of Corporation. Disallowance of said expense increased taxable
income for all the three years and tax liability was worked out accordingly which resulted in additional tax

demand. The aggregate additional tax demand involved due to addition of excess perquisites to Coporation's
taxable income was Rs. 12.67 million {Assessment year 2000-01 to 2002-03 Rs. 1.46 million, Rs. 9.04 million,
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Rs. 2.17 million respectively).

In addition, Corporation's assessments were also made at higher tax rate of 43% for assessment year 2000-01
and 2001-02 and at 45% for 2002-03 instead at the rate 5% being entite dividend income. These assessments
at higher rates also multiplied Corporation’s tax liability for each assessment yeat.

Being aggrieved, Corporation preferred appeal before CIR(A), Mirpur-AJK against the alleged assessment
orders. Corporation's appeals before CIR(A), Mirpur AJK were not upheld. Thereafter, Corporation had
challenged the otdets of CIR(A) before Appellate Ttibunal Inland Revenue, Mitpur AJK. The learned ATIR
upheld all the appeals of the Cotporation vide order # ITAT/969-73 dated August 20, 2009.

Income Tax Depattment, AJK had filed refetence against the order of ATIR-AJK before Honorable High
Coutt of AJK. At present, Depattmental references ate still pending before High Court of Mirpur, Azad
Jammu and Kashimnir and fixed for final arguments on 29 April 2022, The Legal advisor expects that the
matter will be decided in favour of Corporation.

Assessment of the Corporation for assessment years 2000-01 and 2001-02 wete finalized at tax liability of Rs.
141.06 millien and Rs. 216.83 million respectively. Subsequently, above assessments were revised vide orders
passed u/s 221 of the Income Tax Ordinance, 2001 on the grounds that surcharge at the rate 5% as per Part
III of First Schedule of the repealed Ordinance was not levied on the tax worked out u/s 80-D of the
tepealed Ordinance. Accordingly, surcharge amounting to Rs. 7.05 million and Rs, 10.84 million was levied
for assessment yeats 2000-01 and 2001-02 respectively. Corporation, being aggrieved filed appeals before CIR-
A against above impugned departmental ordets on the grounds that surcharge at the rate 5% was not leviable
in the instant case as tax has been worked out u/s 80-D of the repealed Ordinance. However, CIR-A decided
the appeals against Corporation. Thereafter, Corporation filed appeals before ATIR against above judgement
of CIR-A which were also decided against Corporaton. Subsequenty, Corporation filed reference
applications before Honorable Sindh High Court, Karachi which has been decided in favor of Corporation.
Inland Revenue Department has filed civil appeals before Honorable Supreme Court of Pakistan which are
pending adjudication, No next date for hearing has been fixed yet by the court. The Legal advisor expects
that the matter will be decided in favour of Corporation.

Inland Revenue Department initiated monitoting of withholding of taxes from Tax Years 2009 to 2013 vide
notces issued u/s 161/205 of the Income Tax Ordinance, 2001,

Based on the reply submitted by Corporation, IR Department passed orders u/s 161/205 of the Ordinance
whereby tax demand amounting to Rs. 494.16 million was raised for above Tax Yeats (Tax Year 2009: Rs.
48,08 million, Tax Year 2010; Rs. 57.43 million, Tax Year 2011: Rs. 53.44 million, Tax Year 2012: Rs, 258.18
million and Tax Year 2013: Rs. 77.03 million). Without prejudice to the legal rights to appeal, Corporation
paid above demand under protest,

Being aggtieved, Corporation filed appeals against above departmental orders before Commissioner Inland
Revenue - Appeals. CIR(A) has vacated the orders passed by DCIR and ditected the concemned DCIR to re-

visit the case.

On the directive of CIR(A), DCIR issued notices afresh for above Tax Years. Cotporation referred those
notices to its tax consultant for compliance. On the basis of reply submitted by Corporation through
consultant, DCIR passed revised orders for Tax Years 2009 to 2013 whereby tax demand of Rs. 403.18
million was created (Tax Year 2009: Rs. 58.88 million, Tax Year 2010: Rs. 70.01 million, Tax Year 2011: Rs.
64.09 million, Tax Year 2012; Rs. 100.38 million and Tax Year 2013: Rs. 109,82 million). Cotporation filed
appeals against aforesaid orders before CIR(A). Tax detnand on account of alleged short deduction on salary
and incotrect CPRs and penalty / default surcharge has either been deleted ot set-aside by CIR(A).
Corporation’s appeals are pending hefore Appellate Tribunal Inland Revenue in respect of above Tax Yeats.

Further, Inland Revenue Department issued show cause notices for monitoting of withholding taxes on
similar lines for Tax Year 2014 and 2015. On the basis of reply submitted by Corporation, Inland Revenue
Department passed orders whereby tax demand amounting to Rs. 449.94 million and Rs, 572.14 million was
raised for the Tax Year 2014 and 2015 tespectively. Above orders wete subsequently rectified and revised tax
demand of Rs. 212.86 million and Rs, 16642 million was determined for Tax Year 2014 and 2015

respectively.
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Without prejudice to the legal right to appeal, Corporation has offered adjustment of tax demand for Tax
Year 2014 from available refunds and tax demand for Tax Year 2015 was paid in cash.

Being aggrieved from the order of DCIR for tax year 2014 and 2015, Corporation has filed an appeal befote
CIR(A} on alleged non-provision of tax payment challans and levy of default surcharge and Penalty on
account of absence of mens rea and also because of availability of significant tax refunds due to the
Corporation during the default period. CIR(A) has set-aside the orders and directed taxation officer to revisit
the issue and levy default surcharge and penalty, Corporation had challenged tax recovery of Rs. 71.31 million
and Rs. 11.35 million on atbitrary basis for alleged non provision of tax payment challans in respect of tax
year 2014 and 2015 respectively. CIR(A) has remanded back the issue for adjudication being rectificatory
matter. We have written to the taxation officer to pass appeal effect orders and evidence of tax refunds were
also provided, however, appeal effect otders are not yet passed. The Legal advisors expects that there will be
favourable outcomes of these appenls.

Additional Comtmnissioner Inland Revenue, Audit Range-B, Zone-III, LTU, Karachi has served legal notice
u/s 122 (9) of the Income Tax Ordinance, 2001 dated January 02, 2017 to Corporation for tax yeat 2016
whereby certain issues regarding deduction claimed on account of provision for impaitment in the value of
investment properties, deduction claimed on account of gratuity and pension, deduction claimed on account
of provision for impaitment in shares, rationale for deduction of investment property related expenses,
foreign tax credit u/s 103 of the Ordinance claimed in the annual tax return, taxation of dividend income as
single basket income, etc. were confronted. Corporation has engaged tax consultant for responding said

notice.

Subsequent to the reply filed by Corporation through its counsel, ACIR proceeded to amend an assessment
and passed an amended assessment order dated March 06, 2017 u/s 122 (5A) of the Income Tax QOrdinance,
2001 wheteby demand of Rs. 23.78 million was taised u/s 137 of the Income Tax Ordinance.

Since, Cotporation has pending refunds towards Inland Revenue Department, therefore; without prejudice to
the legal right to appeal; Corporation through its tax consultant in said case has requested to adjust the above
demand against pending refunds.

Corporation filed appeal against the impugned order before CIR(A). Issue related to subjecing dividend
income (single basket income) to normal tax rate is decided in favor of Cotporation whereas issues telated to
deduction claimed on account of real estate expenses, provision for impairment in value of shares and value
of investment properties and provision for diminution in value of investment are decided against
Corporation. Further, issue of refund adjustment amounting to Rs. 220 million against pending appeal effect
of tax year 2003 were remanded back to concemed ACIR. Inland Revenue Department as well as
Corporation filed appeals before ATIR against order of CIR(A) which ate pending il to date. No date for
the next hearing has been fixed till date.

Additdonal Commissioner, Inland Revenue, Audit Range-B, Zone-III, LTU, Karachi has served legal notice
u/s 122 (9) of the Income Tax Ordinance, 2001 dated March 13, 2017 to Cotporation for tax year 2015
whereby almost similar issues as stated in note 22.1.8 were raised, Subsequent to the reply filed by
Corporation through its counsel, ACIR proceeded to amend an assessment and passed an amended
assessment otder dated April 13, 2017 u/s 122 (5A) of the Income Tax Ordinance, 2001 wheteby demand of
Rs. 163.5 million was raised u/s 137 of the Income Tax Ordinance. In said order, ACIR has incorrectly

adjusted Rs. 446.61 million against demand raised u/s 161 / 205 of the Qrdinance.

Corporation, not in agreement with above order, filed application for rectification u/s 221 dated Apsil 24,
2017 through tax consultant which was rejected by concemed ACIR vide letter dated Apzil 28, 2017, Our tax
consultant vide letter dated May 05, 2017 again requested for rectification of order. DCIR. passed rectified
order vide letter DC # 03/117 dated December 21, 2017 wheteby refund of Rs, 316.74 million is determined
as refundable to Corporation.
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Cotporation filed appeal against the impugned order before CIR(A). Issues related to subjecting dividend
income (single basket income) to normal tax rate and disallowance on account of exchange loss related to
foreign currency balances are decided in favor of Corporation whereas issues related to deduction claimed on
account of real estate expenses, provision for impairment in value of shares and provision for bad debts are
decided against Corporation. Further, issue of alleged tax adjustment of Rs. 446.61 million was remanded
back to taxation officer. Inland Revenue Department as well as Corporation filed appeals before ATIR
against order of CIR(A) which are pending till to date. No date for the next hearing has been fixed 4l date.

Additional Commissioner Inland Revenue, Audit Range-B, Zone-III, LTU, Karachi has served legal notice
u/s 122 (9) of the Income Tax Ordinance, 2001 dated December 31, 2014 to Cotporation for tax year 2012
whereby certain issues regarding reconciliation of commission expense berween cash flow statement and
monthly withholding tax statements, short withholding of tax under vadous provisions of the Ordinance,
taxaton of dividend income as single basket income, provision for IBNR, ete. were confronted. Tax
consultant responded said notice on behalf of Cotporation. Additional information/explanation were also
called vide letters dated February 24, 2015, September 22, 2015 and January 25, 2017, Subsequent to the reply
filed by tax consultant ACIR proceeded to amend an assessment and passed an amended assessment order
dated March 10, 2017 u/s122 (5A) of the Income Tax Ordinance, 2001 whereby outstanding refund for same
year was utilized to adjust the demand of Rs. 32.67 million. After adjustment, balance refunds stands at Rs.
100.004 million.

Corporation has filed appeal against the impugned order before CIR(A). Issue of subjecting dividend income
(single basket income) to normal tax rate, foreign tax credit claimed u/s 103, disallowance of ptovision for
IBNR and disallowance of amount pettaining to investment arrangement between Corporation and Bureau
of Emigration and Overseas Employment has been decided by CIR(A) in favor of Corporation vide order
dated May 22, 2017. However, CIR(A) has decided the issue relating to disallowance of provision for
impairment in value of shares against the Corporation. Further, issues of alleged non-deduction of tax on
commission payments, payment for goods and prizes were remanded back to concemed taxation officer.
Inland Revenue Department as well as Corporation has filed cross appeal before Appellate Tribunal Inland
Revenue against above otder of CIR(A) which is still pending till to date. No date for the next hearing has
been fixed tll date.

Additional Commissionet Inland Revenue, Audit Range-B, Zone-1II, LTU, Karachi also issued notices u/s
122 of the Otdinance to Cotporation related to tax years 2011, 2013 and 2014. Vide Said notices, ACIR
confronted almost similar issues as stated at note 22.1.8 and 22.1.9. Corporation engaged its advisor for
responding these notices. Subsequently, ACIR passed amended ordets wheteby demand of Rs. 520.63 million
was raised (Tax Year 2011: Rs, 56.37 million, Tax Year 2013 Rs. 107.12 million and Tax Year 2014: Rs.
357.14 million). Inland Revenue Department adjusted the demand telated to tax year 2011 from pending
appeal effect related to tax year 2013, Further, demand related to tax years 2013 and 2014 was adjusted by
Inland Revenue Department from pending refund related to tax year 2015. Corporation, being aggrieved
from above otdets of ACIR, filed appeals before CIR(A). Issues related to subjecting dividend income (single
basket income) to normal tax rate, addition on account of inter-office rent expense, provision for diminution
in value of investments and tax on Bureau Fund has been decided in favor of Corporation by CIR(A).
However, issues related to deduction claimed on account of real estate expenses and provision for bad and
doubtful debts are decided against SLIC. Putther, issues of intetest free loans to employees, alleged short
withholding of tax on advertisement and training expenses and reduction in tax liability due to teduction in
taxable surplus for tax years 2012 and 2013 were remanded back to concerned ACIR for re-adjudication.
Inland Revenue Department as well as Corporation filed appeals before ATIR against the orders of CIR{(A).
Futthet, on the ditectives of CIR(A), ACIR issued notice dated April 17, 2020 in respect of remand back
issues in respect of tax year 2014, Corpotation has duly submitted relevant information along with supporting
documents to the ACIR. The ACIR has not yet passed an order in respect of the same.
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the Income Tax Ordinance, 2001 dated January 10, 2018 to Corporation for tax year 2017. Vide Said notice,
ACIR confronted issues like investment arrangement between Cotporation and Buteau of Esmigration and
Ovetseas Employment, deduction claimed on account of provision for diminution in value of investments,
provision for impaitment in the value of investment properties, provision for impairment in the value of
shates, loans/ advances to employees and agents, short withholding of tax under various provisions of the
Ordinance. The Corporation engaged its advisor for responding the notice.

Subsequently, ACIR passed amended order whereby demand of Rs. 480.25 million was raised. Corporation,
being agprieved from abave amended otder, file appeal before CIR(A). Further, Corporation, through its tax
consultant, also file application for stay of tax demand vide letter dated April 05, 2018 along with application
for out of turn hearing vide letter dated March 28, 2018 before CIR(A). Hearing before CIR(A) was held on
April 26, 2018. CIR(A) vide order No. 6 dated May 03, 2018 decided issues which involves major tax impact
at Rs. 357.1 million like tax on Bureau Fund, disallowance on account of inter-company rent expenses in
favour of Cotporation. However, issuc of disallowance on account of real estate expenses and provision
against other receivables are decided against Corporation. Futther, issues of interest free loans to employees,
alleged short withholding on training expenses and adjustment of tax liability against pending appeal effect
for tax year 2010 were remanded back to concetned ACIR. Inland Revenue Department as well as
Corporation filed appeals before ATTR against otder of CIR(A) which ate pending il to date. No date for
the next hearing has been fixed tl date. '

According to the Sindh Sales Tax on Services Act 2011, sales tax is payable on premium of life and health
insurance policies written in the province of Sindh. The Punjab and Baluchistan Revenue Authorities have
also introduced sales tax on life and health insurance premium effective from November 01, 2018 and July
03, 2015 respectively.

This being 2 collective issue of the industry, the Insurance Association of Pakistan (IAP) has actively taken
up the matter with the provincial revenue authorities for the exemption on sales tax. The industry's main
contention is that life insurance is not a service, but in fact, in sum and substance, a contingent contract
under which payment is made on occurrence of an event, specified in the terms of contract or policy and
thus is a financial arrangement. Superior courts in foreign jutisdiction have held that insurance is not 2
setvice.

In this relation, the legal advisors have also opined that an insurance contract is essentially a financial
transaction, which is unrelated to the sale of any identifiable consumer goods or setvice, and as such, in
leading jurisdictions, it has been widely held that insurance is not a service and hence, does not fall within the
scope of taxability under the provincial sales tax laws.

Subsequently, life insurance companies collectively filed Constitutional Petitions (CPs) before Hon'’ble High
Courts of Lahore (writ petition no. 55421/ 2019) and Sindh (C.P. No. D.7677 of 2019) against the levy of
sales tax on life and heaith insurance in Punjab and levy of sales tax on life insurance in Sindh respectively
that ate pending adjudication. As far as Baluchistan Revenue Authority (BRA) is concerned, no notice or
communication has been received by the Corporation in this respect and hence, no petition was filed before
any coutt. Subsequently, life insurance companies collectively filed Constitutional Petitions (CPs) before
Lahore High Court (LFIC) and Sindh High Court (SHC) against levy of sales tax on life and health insurance
in Punjab and Sindh respectively that ate pending adjudication. As far as Baluchistan Revenue Authority
(BRA) is concerned, no notice ot communication has been received by the Corporation in this respect and
hence, no petitions wete filed before any court. The Hon’ble LHC in its order dated October 03, 2012 has
restrained PRA from taking any coercive measures against applicants.

The Hon’ble LHC in its order dated October 03, 2019 has testrained Punjab Revenue Authority (PRA) from
taking any coercive measures against applicants. The Corpotation has filed another petition at Hon'ble LHC
against impugned show cause notice no. PRA/LIFE/PREMIUM/SLCP /1592 issued by the PRA on
October 02, 2019. The Hon'ble LHC, in its order dated December 15, 2021, has directed that no final order
shall be passed in pursuance of the impugned show cause by PRA and shall nor take any coercive measures.
This and the connected petitions are then disposed of accordingly.

Hearing in the main petition related ta PRA i.e. WP, 55421 of 2019 was fixed for 28 Febmary 2022 when the
legal counsel partly arpued the matter. The case was then adjoutned to come up after the Eid holidays.
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The Hon’ble SHC, in its interim order dated December 02, 2019, directed that the request of the petidoners,
seeking exernption in terms of Section 10 of the Sindh Sales Tax Act, 2011, shall be considered by the Sindh
Revenue Board (SRB), in accotdance with the law.

Sindh Revenue Board (SRB) vide notification No.3-4/13/2020 dated June 22, 2020, has exempted life
insurance from levy of setvice tax up to June 30, 2020 subject to the condition that petson providing
insurance services commences e-depositing the amount of Sindh sales tax due on such services from July,
2020 onwards. The exemption to health insurance has been extended by the SRB up to June 30, 2022,
through notification no. SRB-3-4/17/2021 dated June 30, 2021. On June 29, 2020 SRB through another
notification no. SRB-3-4/18/2020 has amended the responsibility of withholding agent rules requiring clients
to also withheld SST on setvices of Life and Health Insurance. The Corporation with other life insurance
companies, have filed anothet petition at the Hon’ble SHC. The Hon’ble SHC has directed that no coetcive
measure will be taken until the next date of heating, Further, the Hom'ble SHC through its intetim order
dated December 08, 2020 impleaded that the Federal Government be also added as one of the respondents.

Through the Khyber Pakhtunkhwa Finance Act, 2021, the exemption in respect of the sales tax on services
of life and health insurance in the province of Khyber Pakhtunkhwa (KP) has been withdrawn from July 01,
2021. As a consequence, life insurance is taxable at the rate of 15% and health insurance is taxable at a
reduced rate of 1% without any input tax adjustment. This withdrawal of the exemption was intimated by
Khyber Pakhtunkhwa Revenue Authority (KPRA) on July 29, 2021 wvide letter no. F.No.
7(10)/KPRA/ADC(HQ)/2021/12114. In reply, the Corporation most respectfully requested KPRA to
exempt the levy of sales tax on life and health insurance vide letter no, F&A/KPRA/ST/47 Dated: 9th
August, 2021, Moregver, in October 05, 2021, the Corporation sent a letter to the Ministry of Finance,
Government of KP, in which the Corporation requested to allow the permanent exemption from sales tax

on services under Khyber Pakhtunkhwa Sales Tax on Setvices Act, 2013,

In view of the opinion of legal advisor the Corporation has calculated estimated aggregated amount of sales
tax liability amounting to Rs. 3,882.37 million (December 31, 2020: Rs. 2,082.07 million}, which is calculated
based on tisk premium and excluding the investment amount allocated to policies.

Additional Commissioner Inland Revenue, Audit Range B, Zone-IT1, LTU Karachi served notice u/s 122(9)
of the Ordinance dated November 26, 2019 to Comporation in respect of tax year 2019, Vide above notice,
ACIR confronted cettain issues like deduction claimed on account of untealized loss on investment,
investment in value, investment related expenses, advances to employees at interest rate lower than
benchmark rate and adjustment of tax liability aguinst outstanding appeal effect of prior year.

Based on the reply filed by Corporation through tax consultant, ACIR passed amended order u/s 122(54) of
the Ordinance dated March 13, 2020 and raised demand of Rs. 164.68 million.

Since Corporation has pending refunds/appeal effects towards Inland Revenue Department, therefore
Corporation through its authorized representative filed application for stay of demand. Futther, being
aggtieved from above amended ordet, Cotporation also filed appeal before CIR-A. CIR(A) has passed order
dated Aprl 20, 2020 wherein issue related to deduction claimed on account of impaitment in value of
investment has been decided in favor of Corporation. However, issue of disallowance on account of real
estate expenses has been decided against Corporation. Further, matters related to uarealized loss on financial
assets, loans/advances to employees, adjustment of tax liability against prior year appeal effect has been
remanded back to concerned ACIR for re-adjudication. Inland Revenue Department as well as Corporation
filed appeals before ATIR against order of CIR(A) which are pending till to date. No date for the next
hearing has been fixed tll date,
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Additional Commissioner Inland Revenue, Audit Range B, Zone-III, LTU Karachi served notice u/s 122(9)
of the Ordinance dated April 29, 2020 to Cotporation in respect of tax year 2018, Vide above notice, ACIR
confronted certain issues like deduction claimed on account of unrealized loss on financial assets and
investment property related expenses, advances to employees at interest rate lower than benchmark rate and
difference between profit as per financial statements and as per tax retum,

Based on the information/explanation submitted by Corporation to tax authorities against above notice,
ACIR passed an amended assessment order u/s 122 (54) whereby tax refundable position of is determined
Rs. 1,007.84 million instead of Rs.1,176.06 million for tax year 2018.

Corpotation has filed appeal before CIR(A) against above assessment order which is not yet fixed for
hearing.

Additional Commissionet Inland Revenue, Audit Range B, Zone-1II, LTU Karachi served notice u/s 122(9)
of the Ordinance dated December 10, 2020 to Corpotation in respect of tax year 2020. Vide above notice,
ACIR confronted certain issues like deduction claimed on account of investment property related expenses,
advances to employees at interest rate lower than benchmark rate, difference between profit as per financial
statements and as per tax return, alleged short withholding of tax on commission and advertisement/sales
promotion, etc. Based on the information/expalanation submitted by Corporation to tax authorities against
above notice, ACIR passed an amended assessment order u/s 122 (5A) whereby tax demad of Rs. 458.25
million was raised. Out of aforesaid tax demand, recovery of Rs. 306.04 million was not enforced by Inland
Revenue Department as Lahore High Court has granted stay to Field Worker's Federation of Pakistan.
Balance tax dernand amounting to Rs. 152,21 million has been adjusted against tax refund pertaining to tax
year 2012, Corporation has filed appeal before CIR-A against amended assessment order which is pending

adjudication.
Commitments

The Corporation is committed in respect of capital expenditure contract aggregating to Rs. 627.5 million
(2020: Rs. Rs. 100 million). There were no other commitments as at the reporting date,

2021 2020
-—— Rupees in 000 ——-

Letter of Guarantee 546,000 446,000
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NET PREMIUM REVENUE

Gross Premiums

Regular premium individual policies
First year
Second year retiewal
Subsequent year renewal

Group policies with cash values

Group policies without cash values

Less: experience premium refund

'Total Gross Premiums

Less: Reinsurance Premiums Ceded
On individual life first year business
On individual life second year business
On individual life renewal business
On group policies
-Less: Reinsurance commission on risk premium

Net Premiums revenue
INVESTMENT INCOME
Income fiom equity securities
Fair value through profit or Joss

- Dividend income

Income from government and debt securities
Held to maturity
- Return on government and debt securities

NET REALISED FAIR VALUE GAIN ON FINANCIAL

ASSETS

Fair value through profit or loss

Realised gain on equity securities

NET FAIR VALUE (LOSS) /GAIN ON FINANCIAL
ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS

Net unrealised (loss) / gain on investments at fair value
through profit and loss

Reversal in value

Reversal related to the appreciation on shares held by LICI
Investment related expenses

NET RENTAL INCOME

Rental income
Less: Expenses of investment propetty

2021 2020
------- Rupees in '000 «------

16,440,728 14,059,221
11,141,186 9,348,287
88,030,192 83,894,776
46,037 ' 45312
55,295,480 21,813,492
(8,473,272) (9,746,456)
162,480,351 119,414,632
(97,763) (40,314)
(34,725) (28,012)
(186,524) (178,430)
(399,957) (149,962)
27,304 16,626
(691,665) (380,092)
161,788,686 119,034,540
7,384,070 4721727
88,717,179 82,485,359
96,101,249 87,207,086
58,719 207,639
(8,479,407) 670,560
1,385 5,738

5,520 222
(82,864) (61,765)
(8,555,366) 614,755
1,202,038 1,060,590
(789,653) (501,072)
412,385 559,518
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2,021 2,020
28  OTHER INCOME Note wweue= Rupees in '000 ~------
Retutn on bank balances 3,675,735 1,970,015
Gains on sale of property and equiptment 12¢ 19
Retuzn on loans to employees 52,402 52,504
Return on loans to policyholders 14,762,418 14,045,562
Exchange gain on revaluation 2,758,751 738,689
Miscellaneous income 203,009 202,443
21,452,436 17,000,232
29  NET INSURANCE BENEFITS
Gross Claims
Claims under individual policies
- by death 16,362,961 8,340,396
- by insured event other than death 360,587 372,682
- by maturity 21,719,324 16,693,302
- by sutrender 30,062,818 30,046,297
- annuity payments 13,571 11,297
- Bonus in cash 140 -
Total gross individual policy claims 62,519,401 55,463,974
Claims under group policies
- by death 9,400,445 3,094,936
- by insured event other than death 26,426,423 6,326,503
- by maturity 283 -
- by surtender 1,550 658
- annuity payments 233 547
Total gross group policy claims 35,828,934 9,422,644
Total gross claims 98,348,335 64,886,618
Less: Reinsurance Recoveties
-on individual Kfe claims (83,551) (73,703)
-on group life claims (241,303) (138,204)
(324,854) (211,907)
Claim related expenses 14,410 13,715
Net insutance benefit expense 98,037,891 64.688.426

29.1 There are various cases pettaining to policyholders in relation to individual and group insurance policies,
claiming amount due as per policy amounting to Rs. 490.42 million (December 31, 2020: 581.14 million) but
the Corporation is of the view that such claims ate not valid based on the criteria provided in the policy issued.
In toral there are 410 cases out of which 22 cases are in the Supreme Court of Pakistan, 219 cases are pending

in different High Courts of Pakistan and remaining in the lower coutts.
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29.2  Claim Development

30

3

Accident yeats 2017 2018 2019 2020 2021

Estimate of ultimate claims cost; - memmmmnmmmnnanmenne RUpees i) 1000 ---nomememoeoemeaeeen

At the end of accident year 3,151,939 3,183,132 3,083,390 5,568,549 8,592,766

One year later 4,099,001 4,730,194 5,791,503 6,811,201

Two years later 4,941,658 4,853,501 6,142,388

Three years later 4,976,747 4,980,092

Four years later 5,024,237

Current estimate of cumnulative claims 5,024,237 4,980,092 6,142,388 6,811,201 B,592,766

Cumulative payments (5,388,510} {5,998,685) (6,963,095) (7,058,046)  (10,222,442)
{364,273) (1,018,593) (820,707 {246,845  (1,629,676)

Claim prior to 2017 6,425,055

Liability recognized in the statement of -

financial position 4,795,379

UNCLAIMED INSURANCE BENEFIT

Circular 11 of 2014 dated May 19, 2014 issued by the Securities and Exchange Commission of Pakistan
(SECP) has established requirement for all insurers to disclose age wise break up of unclaimed insurance
benefits in accordance with format prescribed in the annexure to the said circular.

The unclaimed benefits are described in the circular as the amounts which have become payable in accordance
with the terms and conditions of an insurance policy but have not been claimed by the policyholders or their
beneficiaries. Such unclaimed amounts may fall into the following categories:

Total 13-24 25-36 Beyond 36
Description Amount 1-6 Months 712 Months Months Months ~ Months
mmmmmmmmananmanmcneees RUPEES i "000 woneennmemananseasninn

Unclaimed maturity benefits 10221898 6951195 1,121,769 1,228,717 920,217 .

Unclaimed death benefits 4,795,379 2,968,519 733,198 657,818 435,844 -
Unclaimed disability benefits 425,351 182,791 59,054 92,831 90,675 -
Claims not encashed - -
Other unclaimed benefits 39,021,796 10,491,422 10,191,834 11,232,988 7,105,552 -
54464424 20503927  12,105855 13,212,354 8,552,288 ;
2021 2020
ACQUISITION EXPENSES Note amemm= Rupees it 1000 woveunn

Remuneration to insurance intermediaries on
individual policies:

- commission to agent on first year premiums 9,184,111 7,045,281
- commission to agent on second year premiums 1,660,417 1,288,341
- commission to agent on subsequent renewal premiums 3,248,820 3,116,500
- othet benefits to insurance intermediaries 607,733 392,909
- branch overhead 311 3,267,127 3,009,559
Total 17,968,208 14,852,590
Remuneration to insurance intermediaties on group
policies:
- commission 3,642 3,708
- other benefits to insurance intermedinties 586 036

4,228 4,644
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Other acquisition costs: Note
- Stamp duty S
- Initial medical fees

31.1 Branch ovethead
Employee benefit cost
Traveling expense
Printing & stationary
Postage & telephone
Electricity, gas and watex
Rent
Prize & awards
Conference & meetings
Repair & maintenance

32 MARKETING AND ADMINISTRATION
EXPENSES

Ernployee benefit cost 32.1
Travelling expenses

Advertisements and sales promotion

Printing and stationery

Depteciation

Rent, rates and taxes

Legal and professional charges - business telated
Electricity, gas and water

Office repairs and maintenance

Bank charges

Postages, telegrams and telephone

Appointed Actuary fees

Training expense

Annual Supervision fees SECP

32.1 Employee benefit cost

Salaries, allowances and other benefits
Chatges for post employment benefit

33  OTHER EXPENSES

Auditors' remuneration 33.1
Revenue stamps

Conference and meetings

Insurance charges

Office maintenance

Entettainment

Other expenses

2021 2020
------ Rupees in "000 -------
771,909,498 1,638,921
113,226 100,652
2,022,724 1,739,573
19,995,160 16,596,807
2,675,292 2,598,761
390,220 243,428
11,244 9,907
32,635 26,266
24,345 19,735
78,155 74,118
18,250 14,100
30,857 19,659
6,129 3,585
3,267,127 3,009,559
7,809,531 6,299,934
308,987 271,173
21,919 11,504
129,849 110,476
162,993 114,990
124,289 115,078
795,502 516,260
263,147 217,735
63,398 36,983
46,704 34,286
109,845 119,728
7,111 6,802
47,856 48,076
50,000 50,000
9,881,631 7,953,025
7,710,390 8,406,571
99,141 (2,106,637)
7,809,531 6,299,934
15,548 9,301
63,900 56,677
43,206 34,105
148,082 174,831
91,185 88,393
20,943 16,333
47,454 48,777
430,318 428,417
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33.1

34

341

35

Auditors' remuneration Note
Business within Pakistan
Annual audit and half yeatly review fee

BDO Ebtahim & Co.
Grant Thomton Anjum Rahman

Out of Pocket
BDO Ebrahim & Co.
Grant Thornton Anjumn Rahman

Business Outside Pakistan
Audit fee

Sajjad Haider and Co

Out of pocket expenses

INCOME TAX EXPENSE

For the year
Current
Deferred

For the prior year
Current

Total income tax charge for the year
Relationship between tax expense and accounting profit
Profit before tax

Tax at the applicable rate @ 29% (2020: 29%)
Reconciliation:

Education cess for the year

Recognition of prior yeat provision
Tax expense for the year

Earning (after tax) per shate - Rupees
Profit (after tax) for the year

Weighted average number of otdinaty shares outstanding as

at year end

Earnings per share

2021

2020

~=—s=uu Rupees in '000 ---ee--

3,650 2,484
4,652 2,961
8,302 5,445
825 650
825 200
1,650 1,550
5,597 2,306
5,597 2,306
15,549 9,301
829,221 745,133
1,878,937 974,627
2,708,158 1,719,760
267 508
2,708,425 1,720,268
9,333,897 5,926,610
2,706,830 1,718,717
1,328 1,043
267 508
2,708,425 1,720,268
6,625,472 4,206,342
------- Numbers in '000 -
46,255 43,016
sweenee Rupees -------
143.24 97.78

The Cozporation has not issued any instrument which would dilute its basic earnings per share when exercised.

Therefote, there is no dilutive effect on earnings per shate,
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37

TRANSACTIONS AND BALANCES WITH RELATED PARTIES

The Corporation has related party relationships with provident fund, pension fund scheme, gratuity fund, state
owned profit orented entities and its key management personnel.

Accrual of liability in respect of the funds ate made annually. Remuneration to key management personnel are
determined in accordance with the terms of their employment / appointment. Certain key management
personnel are also provided with free use of the Corporation maintained vehicles and post retirement benefits
in accordance with their endtlement under the terms of their employment.

The related parties also comprise subsidiaties, directors, key management personnel and employees’ benefits
funds. The Cotporation in the normal course of business carres out transactions with various related parties.
Amounts due from and to related parties, amounts due from chairman and executive ditectors are disclosed in
the relevant notes.

Terms and conditions of transactions with related parties

Transactions with related parties are made at arms length ptices. There have been no guarantees provided or
teceived for any related party receivables ot payables,

Other material transactions and balances with related parties are given below:

Note 2021 2020
~~~---= Rupees in '000 -------
Profit oriented state-controlled entitics Aggregate
common ownership
Investment in shares - State Bank of Pakistan 3,221 3,221
PIBs deposited with State Bank of Pakistan 485,000 485,000
Subsidiaries
Rental income received - Alpha
Insurance Company Limited
{95.15% holding) 4,642 3,976
Staff retitement fund
Contribution to provident fund 2,532 3,152
Contribution to pension fund 223,219 534231
Contribution to funded gramity 2,963 3,056
Expense charged for pension fund 1,339,421 1,056,614
Transactions with associated companies
Dividend received during the year
Pakistan Reinsurance Company Limited (24.41% of holding) 183,081 146,464
Transactions with related parties:
Dividend received during the year
Fauji Fertilizer Company Limited 1,548,175 1,288,452
Sui Notthern Gas Pipelines Company Limited 164,899 54,966
Security Papers Limited 45,203 45,203
Pak Data Communication 1,248 756
Pak Cables Limnited 20,091 .-
Balances with related parties - common directorship
Investment in units:
NIT Islamic Equity Fund 200,000 200,000

Balances with related parties
Retirement benefit obligation 3,483,913 2,095,926
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Balances with related parties - common directorship 2021 2020
------- Rupees in '000 -------

Investment in shares: oo
Fauji Fertilizer Company Limited 11,714,718 12,677,508
Sui Southern Gas Company Limited 536,536 838,591
Sui Northern Gas Pipelines Company Limited 919,311 1,220,801
Alpha Insurance Company Limited 298,918 298,918
Pakistann Cables Limited 394,707 337448
Security Papers Limited 602,148 889,034
Shahtaj Sugar Mills Limited 40,272 48,417
Pak Data Communication Limited 48,958 99,106
Premiet Insurance Company Limited 32,519 26,552
Pakistan Reinsurance Company Limited 1,640,401 2,015,350
Arabian Sea Country Club Limited 5,000 5,000
PICIC Insutance Limited 4,208 6,234
Nina Industties Limited 4,500 ) 4,500
Mirpurkhas Sugar Mills Ltd, 42,096 28,942

State Life Abdullah Hatoon Road Property (Private) Limited

(Subsidiaty Company) (100% holding) 26,182 26,182

State Life Lackie Road Property (Private) Limited (Subsidiary
Company) (100% holding) 12,910 12,910
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STATE LIFE INSURANCE CORPORATION OF PARISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

40
40.1
490,11

40.1.2

40.1.21

MANAGEMENT OF INSURANCE RISK AND FINANCIAL RISK
Insurance risk

Insurance contracts - classification

The Corporation maintains five statutory funds which are as follows:

- Pakistan Life Fund

- Overseas Life Fund

- Pension Fund

- Accidental and Health Insutance Fund

- Family Takaful Fund

Within the Pakistan Life Fund the business can be further classified as individual kife conventional

business, group insurance business and a small atnouat of annnity business.

Most of the new individual life conventional policies written by the Cotporation contain a Discretionary
Participation Featute (DPF),

The Overseas Life Fund entirely consists of individual life conventional business. Most of the new
business written undet the overseas life fund contains a DPF.

The Pension Fund consists of funds administered under Group Pension Deposit Administration
contracts.
The Accident and Health Insurance Fund consists of Group Health and Accident Insurance Contracts.

Family Takaful Fund is consist of individual family takafid business.

Consideting all the five statutory funds together, the bulk of Corporation business consists of individual
life conventional policies. Most of the remaining business consists of group life insurance business. Group
Health is a relatively new venture of the Cotporation which started in 2012 and has yet to register any
significant growth. The Corporation also offers some supplementary benefits attached in the form of
siders to the individual life policies and the gtoup life contracts. Each of these classes of business are
described in greater detail below.

Contract details and measurement

The insurance contracts offered by the Corpozation ate described below:
Individual life policies
Individual life conventional products

These are long term contracts with either level or single premiums. These plans generally provide death
benefit on death during the tenute of the policy and a survival benefit either on the happening of cettain
contingencies or on the maturity of the policy. The premiums ate payable only in the life time of the
policyholder. In case of term insurance products there is no survival benefit.

Universal life policies

Under these plans 2 certain amount is set aside from the premium for expenscs and meeting the mortality
cost and the remainder of the premium is invested to eamn some investment return. Investment tetumn is
allocated to these products on an annual basis keeping in view the investment carnings of the Pakistan Life
Fund.

Term insurance policies

A few products of the Corporation are term insutance plans providing benefits only in case of death,
Under these policies no benefit is due if the policy holder survives the duration of the policy. The
Cotpotation sells both level term insurances and decreasing term insurances also known as mortgage
protection plans.
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40.1.2.2

Annuities

The Corporation also has a small number of individnal and group Tife-annuities on its books. Under these
contracts a petiodic income benefit is payable to the insured life for as long as annuitant is alive. Besides,
the Cotporation offers annuity-certain plans under which periodic income benefit is payable for a
stipulated period and is not dependent on the life of the policyholder.

Supplementary riders

The Cotpotation offers various types of supplementary riders. Some of these riders offer additional life
coverage, in some cases they offer accidental death and disability benefits. The benefits can take vatious
forms such as lump sum payment or an income benefit or waiver of premiums due under the host policy
contract.

Insured event

Under the individual life insurance policies in most cases the insured event is either death or survival until
the maturity date of the policy, except in case of term insurance where there is no maturity benefit. Under
the annuity policies the Corporation is exposed to the risk of longevity. In this case the insured eveat is
sutvival of the life insuted for a long duration, exceeding the period notmally expected under standard
mottality tables.

In case of supplementary rider the insured event is either death or just accidental death or disability
whether accidental ot natural or both.

Distribution channel

The individual life business of the Corporation is sold through its dedicated sales force which is present all
over the countty. This field force is organised under a three ticr system consisting of sales representatives,
sales officers and sales managets. Each sales sector headed by a sector head is further grouped over 1243
area offices, more than 166 sector offices, 33 zones and 7 regional offices in addition to one zone for the
Gulf Region. The Gulf zone has its own matketing team of sector heads, area managets and sales force.

The individual life policy holders of the Cotporation come from all strata of society, with preater
tepresentation of the rural areas due to wider outreach of its field force. New policyholders have an
average age of around 34 yeats.

Group life policies

Basic covetage

The group life policies are generally one year renewsable term insurance contracts. In most cases they
provide group coverage to the employees of an employer. Some times the coverage is tied up with loans
extended by the employer for house building or purchase of motor vehicles ot other household items. In
somne cascs group policies are issued to lending agencies such 25 banks to provide group coverage to their

botrowers. Thete are also 2 small number of group endowment policies which provide benefits identical
to individual life policies but under the umbrella of 2 group contract.

Supplementary coverage

In tnany cases the group policies also provide supplementary coverage which may include accidental or
natural disability benefits and additional accidental death benefit. These riders also take the form of one

year renewable term insurance policics.

Insured event

Under the group life insurance policies in most cases the insured event is death due to any cause. In case
of supplementary coverage the insuted event can include accidental death or disability or natural disability.

Distribution channel

The group insurance business is sold through four group and pension zones of the Corporation. Each
zone has its own marketing force consisting of sector heads who are full time salaried employees of the
Cotporation, however, some of the group business is also procured through individual life field force of
the Corporation.
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40.1.2.4

40.1.3
40.1.31

40.1.3.2

40.1.3.3

Most of the lives covered under the group insurance consist of industrial and office workers, civil servants
and employees of Corporations, banks, other financial institutions, armed forces etc.

Pension business

The pension portfolio of the Cotpotation consists of group deposit administration pension contracts.
These are long-term contracts providing pension benefits to the employees of the policyholder. Undet
these contracts, the Corporation does not retain any insurance dsk apat from a nominal investment return
guarantee. The services offered by the Corporation include benefit administration, funding advice and
investment of the funds.

These contracts do not transfer any significant insurance risk from the policyholders to the Corporation.
These ate thetefore by nature similar to investment contracts.

The disttibution channel employed for the pension business is the same as for the group insurance
business.

The target market for this business is also similar to the target martket for group insurance business.
Group Health Business

In 2012, the Cotporation entered the Health Insurance Matket by signing an agreement with the Benazir
Income Suppott Programme (BISP) authorities for providing Health Insurance to the beneficiaries
entolled under BISP Waseela-e-Sehat Programme. This contract terminated on June 30, 2015. However,
settlement of the Equalisation Reserve Fund (ERF) balance is still pending, Consequently, a provision for

this has been kept in the Actuarial Resetves.

In the year 2015, the Corporation entered into two other agreements, namely Prime Ministet's National
Health Insurance Scheme (PMNHIS) and KPK Micro Health Insurance Scheme. However, no health
cards were issued under cither scheme in 2015. Thercfore, no specific liability was kept for these
contracts.

Insured event

The PMNHIS and the KPI schemes are aimed at providing the underprivileged sector of the society the
access to health care to cope with a vatiety of health shocks. The schemes provide in-patient health
insurance facilities to enrolled families, subject to Rupee limits prescribed under the tespective agreements.

Regetving method

Individual life policies

The Corporation values its individual life policy liabilities by 2 modificd net level ptemium method. Under
this method the Corporatlon’s fuure obligations in respect of guaranteed sums assured and declared
bonuses ate discounted using a conservative interest basis. The policy liabilities are calculated by deducting

from this amount the discounted value of future net premiums receivable under the valued policies, using
a conservative basis for calculating the net premiums,

Universal life policies

For universal life policies the amount of tesetve is equal to the actual accurnulated value of the portion of
premiums invested in the Pakistan Life Fund after accounting for the investment retun allocated to these
policies.

Group life policies

Group life business consists of short duration one year rencwable term insurance policies. Besides, it
contains 2 two yeat life insurance scheme for emigrants, It is the Corporation's policy to record only the
carned premium in the revenue account. The Corporation holds teserve for claims incurred but not
teported up to the valuation date and provision for experience refunds whete applicable.

The Corporation also holds a premium deficiency reserve for this block of business. This reserve is

caleulated on the basis of the unearned premium reserve. The amount of this reserve reflects the view of
the Appointed Actuary regarding the eventual loss ratio expected under group insurance coniracts.
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40.1.6

40.1.7
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Supplementary riders

For the supplementary ridets attached to individual life policies the Corporation holds a resetve equal to
one full year's premium due under these policies. On the other hand, the supplementary ridets attached to
the group life policies are valued in the same way as the group life policies themselves.

Pension plans

The Cotporation holds a reserve equal to the market value of the assets backing the pension business
statutory fund. Classification of the Government bonds held by this statutory fund as Held to Maturity
means that they ate valued on an IRR basis, which is currently less than their market value.

Resexves for outstanding claims

The Corporation holds a reserve for all claims which have been reported but are still outstanding at the
reporting date. Another estimated reserve is kept within the actuarial liability for claims which have been
incurred but have not yet been repotted. The pattern of time lag in repotting of claims obsetved in
previous yeas is used as 2 means of estimating as accurately as possible the liability expected to atise from
the incurred but not reported claims using the chain ladder method of estimation.

Liability adequacy test

The adequacy of liability held by the Corporation has been tested using an alternative reserving method
based upon realistic estimates of future moxtality, expenses, lapses and investment return. Based on the
results of this test the Appointed Actuary considers that the liability being kept by the Cosporation is

adequate.

Reinsurance contracts held

The Cotporation reinsures its Pakistan business under a surplus treaty arrangement. Under this
arrangement any insurance sisk on a particular life which exceeds the retention is automatically ceded to
the reinsurer. The retention level is fixed by the Corporation at a level which it considers optimum and
safe.

There is 2 sirilar surplus treaty arrangement for reinsurance of the Corporation’s Gulf business. The
retention level of the Gulf business is fixed by the Corporation which it deems to be safe for that business,

Under both these treaties the re-insurer is not under an obligation to reinsure certain high sum assured
cases which exceed the obligatory limit of the reinsurer as specified in the respective treaty. Such cases ate
reinsured by the Cotpotation on a facultative basis.

The reinsutets of the Corporation are highly rated companics with a sound credit record.

Primarily, reinsurance assets ate amounts due from reinsurers with respect to recoveties under claims and
ptofit commission. Reinsurance recoveties atc measured according to the terms and conditions of the
reinsurance contracts.

Reinsurance liabilities consist of amounts due to reinsurers on account of reinsurance premiums due
which are measured according to the tems of the arrangements.

The Corporation assesscs impaitment on its reinsurance assets on a regular basis to identify any losses in
recoveries, As of now, the Corporation's all reinsurance assets are due from te-insuters with a credit rating
of "A or above”. The reinsurers maintain a sound credit history and hence no impairment provision is
required.

Accounting estimates and judgments and process used for deciding assumptions

Mortality and disability

Due to nature of its business the Cotporation is exposed to the risk of mortality. The reserving basis
undlizes a consetvative estimate of mortality. The Corporation catties out a continuous mortality
investigation of its individual life and group life busincss to assess the actual level of mortality experenced

by it. The result of this study udlized to ascertain the safety margin built into its reserving basis and the
mortality level to be utilized for testing the adequacy of its Lability.
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40.1.7.3

40.1.8
40.1.8.1

40.1.8.2

40.1.9

The Corpotation also has a small exposure to disability risk covered by some of its supplementary
contracts. The Cotporation constantly monitors its disability experience and an investigation is carded out -
whenever it assesses that there is an adequate data for atriving at credible results.

Investment income

Due to the long tetm nature of its individual life policies the Cotpotation is exposed to the tisk of adverse
fluctuations in interest rates. In particular a long term declining trend in the interest rates can produce a
financial strain for the Corporation. To some extent this tisk is mitigated by the Corporation’s policy to
match the duration of its assets with the duration of its Labilities, whenever this is possible. The reserving
basis employed by the Corporation for valuing its labilities contains adequate safeguards to countet any
residual intetest rate risk.

The past trend in returns available on Government bonds and the relationship of these returns to other
financial vatiables such as inflation rate and short term interest rates is constantly analysed to form an
opinion regarding the investment returns expected to be eamed in the future on a medium term and long
term basis. These estimates are utilized in testing the adequacy of liabilities on a realistic basis.

Expenses

The Cotporation is also exposed to the risk of management expenses being beyond the permissible limits
or increase in expenses at a pace fastet than expected. The Corporation carries out an annual expense
analysis to keep track of its expenses. The result of this study is utilized in the estimation of liability under
realistic assumptions to ensure the adequacy of the reserves being held.

Frequency and severity of claims

Frequency
Since the Cotporation covers a large number of lives from diverse backgrounds, which are geographically
sptead all over the country, the frequency of claims is normally expected to remain relatively stable over
fime due to the law of large numbers, However, the frequency can be affected in case thereis a vatiation in
the mortality rates experienced by the group of lives insured by the Corporation. An unusual catastrophic
event such as a disease epidemic, flash floods or a major earthquake can produce 2 sudden spike in the
frequency.

Severity

To some extent the Corporation is protected from isolated large claims because the liability fot any claim
exceeding its retention level is automatically passed on to the reinsurer under the existing treaty
arrangements. However, there is also the risk of a large numbet of small claims occurring due to a
catastrophic event. Exposure to catastrophic events is also dependent upon the concentration of risk.

The Corporation is represented by 33 zones which are spread out all over the country. However, as the
population of the countty is concentrated more in the Punjab and Sindh provinces, the business
distribution of the Cotpotation naturally reflects the same patern. Neadly 87 % of the Corporation’s
business emanates from these two provinces.

In addition, there is also some concentration of risk due to the natute of group business. These policies
ate typically issued to an employer for coverage of all the persons in theit employment. Normally, the
employees of an employer are distributed over one or more establishments raaintained by the employer’s
business. This produces local concentration of tisk wherever such establishments happen to exist.
Furthermote, a large number of such establishments can exist in a small geographical area such as an
industrial zone ot the business district of a major city.

Sources of uncertainty in estimation of future bencfit payments and premium receipts

There are many theoretical reasons giving tise to uncertainty in estimation of future benefit payments and
premium receipts.

Generally, mortality rates for a large segment of the population are quite stable from year to year but
mottality is dependent upon a number of factors. Unhygienic living conditions, inadequate health care

facilities, prevalence of general stress in society or emergence of epidemic disease are some socio-
econommic reasons which may give rise to an adverse trend in mortality rates,
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Life insurance also serves as a channel for savings. However, in times of economic recession the savings
rate can fall. This can reflect upon the Corporation in the form of lower new business growth and highet
lapse rates of existing policies.

Management of insurance risk

The insurance law has laid down some minimum ctitedia for insurance tisk management, which is
mandatory for all insuters. This includes guidance regarding minimum capital requircment for insurers,
requirement to submit a financial condition report on an ansual basis, minimum reserving basis for the
financial condition repott, minimum solvency requirements and requirement to match the currency of
assets and liabilities. Also the law lays down certain restrictions on the assets that may be counted as
admissible assets, prescribes guidelines for valuation of assets and liabilities, presctibes reinsurance
arrangements and prescribes guidelines for investment of funds.

The Corporation's strategy for management of insurance risk meets the minitnum standards laid down by
the law in addition to certain other practices which are specified by the Corporation.

40,1,10.1 Financial risk

a) Interest risk

The Cotpotation values its liabilities at the rate of 3.75% per annum, which is a requirement prescribed by
the SECP. However, the actual retutn earned by the Cotporation is much more than this. This large gap
between the valuation discount rate and the market rate ensurcs that there is an adequate margin for the
Corporation to absorb any impact of adverse fluctuation in the interest rates.

As a further security mechanism all the guatanteed liabilities of the Corporation are fully backed by the
combined value of cash in hand, Government bonds and policy loans. The first two of these asset classes
ate by definition risk free, Also the policy loans are fully backed by the cash values of the underlying
policies. Hence this asset class also does not catry any defanlt risk.

The practice of valuing the assets Held to Maturity by the IRR method precludes any possibility of sudden
changes in the investment return for which credit is taken in the accouats, This stability in the returns add
another layer of security against interest sisk.

b) Expense risk

Expense tisk is the risk that the actual expenses of the Cotporation will exceed the expense margins built
in the premium rates. To cover this risk, a specific provision is kept in the actuarial resetves.

c) Mortality risk

The mostality used in the reserving basis is the mottality prescribed by the SECP, which is the SLIC 2001-
2005 table. Due to advancement in health care technology the current mortality levels are lower than the
mottality tates of this table. Hence, the reserving basis has adequate margins for absorbing the impact of
adverse fluctuation in mortality.

d) Su_trenders risk

The reserving basis used by the Corporation does not assume any surrenders. However, the Corporation
ensures that the reserves kept by it for each policy are more than its surrender value. ‘This ensures that the
Cotporation does not suffet any adverse impact in case any policies are surrendered.

¢) Inflation risk

To 2 certain extent somne inflation risk is aiready built into the reserving basis, since the average premium
size and the average sum assured per policy tends to increase in line with inflation. Also at each actuarial
valuation date the Appointed Actary reviews the special provisions required to be kept as deseribed
under the heading Expense tisk, keeping in view the expense level of the Cotpotation on the valuation
date. This provides a mechanism of adjusting for any unanticipated movements in the inflation rate.
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f) Catastrophe risk

The business of the Corporation is spread all over the country. However the insurance penetration rate in

the country is still very low. This means that for any localized segment of the population only 2 small
proportion of the people would be covered under life insurance. The proportion covered by the

Corporation's policies is expected to be even smaller. Asa result any localized catastrophic event is not

expected to have any significant impact on the Corporation.

The situation is a bit different on the gtoup insurance side where there is a higher concentration of sisk
because by its very nature this business often covers a large number of persons located within a restricted
geographical arca, such as 2 building or a factory premises.

This sisk is mitigated to an extent due to the presence of reinsurance cover for the individual and group
policies. In addition the premium rates of the Corporation are designed to adequately cater for this risk.
Premium deficiency reserve held by the Corporation for its group business provides an extra layer of
security against this risk.

g) Currency risk

40.1.10.2

40.1.10.3

The Corporation deals in only ene currency within Pakistan. Hence, this risk is non-existent for the
Pakistan Life Fund.

In case of the Gulf business the Cospotation wtites business in UAE Dirhams and US Dollats. The
exchange rate patity between these two currencics is relatively stable, Also, there is a high degree of
matching between the assets and liabilities in these two curtencies,

The effect of fluctuation of curency sisk upto 10% on the net assets to the tevenue account will be as
follows:

UAE
Dirhams US Dollats

December 31, 2021

10% increase 766,319 1,894,072

10% decrease (766,319) (1,894,072)
December 31, 2020 .

10% increase 662,531 1,664,787

10% decrease (662,531) (1,664,787)
Credit risk and asset risk

Management of credit risk and asset rsk deals with sisks emanating from the assets side of the statement
of financial position. Management of this risk has already been adequately explained under the heading
“Financial risk management objectives and policies”. Heace, no further explanation is deemed to be
necessaty.

Operational risk or pricing risk

The Corpotation utilizes industry recognized underwriting practices to ensure that only standatd risks are
written on standatd rates. Any sub standard risks identified duting the underwriting process are charged

suitable extra premiums. This ensures fair and equitable treatment between vatious risk categories and
helps in keeping its standard rates competitive by the insurance industry standards.

This practice also protects the Corporation against the risk of large number of sub-standard impaired lives
accurnulating on its policy postfolio, since extra premium automatically charged to commensurates with
such risk.

For lives which ate otherwise uninsurable, the Corporation offers a special product line known as the non-
declinature scheme. Individuals who are unable to obtain insurance cover due to their poor state of heaith
can choose to obtain cover under this scheme, which by passes normal underwtiting in requen for a
suitable extra ptemium and waiting period.
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40.2

Sensitivity analysis

Mortality rates and the discounting factor are the two most significant variables which can have an impact
on the policgholder Liabilities, The Corporation has tested the sensitivity of its liabilities to both these
vatiables which is as follows:

Variable Quantum of Change % change in Kability
Increase in moztality 10% 0.10%
Decrease in mortality 10% -0.10%
Increase in discount rate 0.5% additon in rate -3.94%
Decrease in discount rate 0.5% reduction in rate 4.15%

According to the Life Insurance (Nationalization) Order, 1972, any increase or decrease in the actuarial
surplus is shared by the policyholders and the Government as the sole shareholder in the ratio of 97.5%
and 2.5% respectively.

Financial risk

The Corporation is cxposed to varicty of financial tisks: matket tisk (comprising interest rate risk, currency
tisk, and other price risk), credit risk and liquidiry risk in relation to the financial statements on its
statement of financial position. The Corporation’s risk management program is geared to ensure the
survival of the Corporation as a going concern in the face of all sources of significant identifiable financial
tisks. It focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects
on the Corpotation's financial performance.

The Board of Dircctors has the overall tesponsibility for establishment and oversight of the Corporation's
risk management framewotk and is responsible for developing risk management policies and its
monitoring.
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40.2.2

40.2.3

40.2.4

40.2.5

Market risk

Market risk is the rsk of adverse financial impact as a consequence of market movements of prices of financial
instruments and securities. Such price movements can atise due to vatation of market interest rates, currency
exchange rates, industry profitability and other economic factors.

"The Corporation’s investments arc primatily in long term Govemment bonds. In addition, the Cotpotation also
has a significant exposure to the equity market and invests some funds in cotporate term finance certificates.
Funds awaiting long tetm investment are kept in shott duration fixed deposits with banks.

Interest rate risk

Interest rate tisk is the tisk that the value of future cash flows of a financial instrument will fluctuate because of
changes in matket interest rates. The Corporation is exposed to interest rate risk since it issues insurance policies
which ate long term in natute. These policies are essentially backed by long term Government bonds and cash at
bank.

It is the policy of the Corporation to match the average duration of its investments in Government bonds with
the average duration of its policyholders liabilities as much as possible but this is not always possible due to
market limitations. This is because sufficient quantities of the Government bonds of longer duration are not
available in the market. As a result some mismatch in the average duration of the Corporation's Liabilities and
assets is possible.

Intetest rate risk exposures from options and guarantees embedded in insurance liabilides

The Cotpotation’s deposit administration pension contracts have certain puarantees that transfer interest rate risk
to the Corporation. These guarantees include a minimum guatanteed investment return of 0.375% per month on
the pension funds being managed by the Corporation. The pension liabilities of the Cotpotation are a very
insignificant proportion of overall liabilities of the Cotporation and historically investment retutn eatned on the
assets backing these liabilities has never been below the amount of the puaranteed retutmn,

Cusrency risk

Currency tisk is the risk that the fair value or future cash flows of financial instruments will fluctuate because of
changes in foreign exchange rates. This risk arises if there is a cutrtency mismatch between the assets and
liabjlities.

All assets and liabilities of the Corporation within Paldstan are in Pakistan rupees. This business is therefore not
exposed to any currency risk.

The Corpotation’s Overseas Life Fund undertakes business in US Dollars and UAE Dithams. It is policy of the
Cotporation to ensure the maximum possible currency matching between its assets and liabilities in cach
currency. Historically, UAE Dirham has temained pegged to US Dollar, hence any inadvertent mismatch
between these two cutrencies is not expected to entail any significant currency risk.

Carrying amounts of the Corporation’s foreign curtency denominated assets, liabilities and reserves are as
follows:

2021 2020
UAE Dithams US Dollars  UAE Dithams US Dollars
000 . '000
Assets 214,359 140,378 213,203 120,824
Liabilities 59,547 34,623 61,037 25,667
Resetves 154,812 105,755 152,256 104,157
Other price tisk

Other price risk is the tisk that equity prices can fluctuate due to speculative investment activity, variations in the
profit outlook of industries, intetest rates prevailing in the market and general market sentiment, whethet those
changes arc caused by factors specific to the individual financial instrument ot its issuer, or factors affecting all
similar financial instruments traded in the market.
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The Corpotation's investment in listed sccurities are exposed to matket price fisk arising from uncertaintics
about the fature value of investment securities. The Corporation limits market risk by maintaining a diversified
pottfolic and by continuous monitoring of developments in equity. In addition, the Corporation actively
monitors the key factors that affect stock matket.

Credit risk

Credit risk refers to the tisk that a counterparty will default on its contractual obligation resulting in financial loss
to the Corporation. The key areas of exposure to credit risk for the Corporation are in relation to its investment
portfolio, reinsurance program and to a lesser extent amounts due from policyholders and intermediaties.

The Corporation has adopted a policy of only dealing with creditworthy counterpartics and obtaining sufficient
collateral where appropriate, as a means of mitigating the risk of financial loss from defaults, The Corporation
only transacts with entities that are rated the equivalent to investment grade and above.

This information is supplied by independent tating agencies whete available and if not available the Cotporation
uses other publicly available financial information and its own trading records to rate its major policyholders and
reinsurers. The Corporation’s exposure and credit ratings of its counterpacties are continuously monitored and
the aggregate value of transactions concluded is spread amongst approved counterparties.

Receivables consist of a large number of policyholders, spread across diverse industries and geographical areas.
The Corporation extends policy loans to its policyholders. These loans are entirely backed by the cash values of
their policies.

The Cotporation does not have any significant credit dsk exposure to any single counterparty or any group of
countetparties. Concentration of credit did not exceed 5% of gross monetary asscts at aay time duting the year,
The ctedit tisk on liquid funds is limited because the counterparties are banks with high ctedit-ratings. The
Cotporation does not invest in derivative financial instruments.

The carrying amount of financial assets represents the maximum credit exposure, as specified below:

2021 2020
Note ------- Rupees in 000 ——

Bank deposits 100,959,277 55,081,805
Loans 152,499,875 130,209,037
Investments ) 1,011,629,481 926,949,632
Insutance / reinsurance receivables 1 37,430,191 32,574,359
Other receivables 54,208,050 47,986,435
Total 1,356,726,874 1,193,701,358
The age analysis of insutance/reinsurance receivable:

Up to 1 yeat ‘ 37,056,058 32,151,773

Subsequent years premium falling due under the policy are recognized if received before expiry of the grace
petiod, or if advanced by the corporation under the Auntomatic Non-forfeiture provisions. However, premiums
due in the month of December but not received ate recognized if the grace petiod is to expite after the next 1st
Japuary. Hence the age of outstanding premium is always less than one year.

“The credit quality of the Corporation's bank balances can be assessed with seference to external credit ratings as
follows:
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Long Shozt Rating 2021 2020
Bank name i
term term Agency -Rupees in '000-

Allied Bank Limited AAA Al+ PACRA 1,395 1,382
Al Habib bank Limited AAA Al+ JCR-VIS 1,500,298 -

Bank Al Falah Limited AA Al+ PACRA 4,239,881 1,783,772
Bank of America AA- Fl1+ FITCH 1,500,000 -

Dubai Islamic Banl AA Al+ JCR-VIS 69,123 100,925
First Women Bank Limited A~ AZ PACRA 6,993 6,502
Habib Bank Limited AAA Al+ JCR-VIS 65,358,801 16,233,469
Grindlay Bank - - - 1,500,000 -

MCB Bank Limited AAA Al+ PACRA 1,417,801 -

K ASB Bank Lirnited - - - G, 466 -

National Bank of Pakistan AAA Al+ PACRA 71,839 80,246
Bazclays Banlks - - - 23,249 20,845
NIB Bank Limited AAA Al PACRA 16,267 11,689
‘T'he Bank of Punjab AA Al-+ PACRA 1,513,565 25
Faysal Bank Limited AA+ Al JCR-VIS 56,651 -

Samba Bank Limited AA A-1 PACRA 8,999 5,404
Silkk Bank Limited A- A-2 JCR-VIS 5,492 9,928
Sindh Bank Limited At Al+ JCR-VIS 1 1
Soned Bank Limited AA Al PACRA 13,248 54,789
Standard Chartered Bank Limited AAA Al+ PACRA 1,655,854 . 150
Sumrnit Bank Limited BBB- A-3 JCR-VIS 17,347 47,951
United Bank Limited AAA Al JCR-VIS 21,965,211 32,856,045
Fabib Metropolitan Bank AA+ Al+ PACRA 10,796 2
Julius Bar Bank - - - - 3,418,774
Al Ahli Bank Kuwait - - - - 1,255,654
Emirates NBID - - - - 358
Bank of Singapore - - - - 03 085

100,959,277 55,981,895
The credit quality of amount due from other insutets and reinsurers can be assessed with reference to external
credit ratings as follows:

2021 2020
Amount due from other insurers / reinsurers —=—-uu Rupees in '000 ~-—
A ot above 374,133 422,586
Liquidity risk

Liquidity risk is the risk that the Corporation cannot meet its obligations associated with financial Liabilities as
they fall due.

The Corporation has adopted an appropriate liquidity risk management framework for the management of the
Cotpotation’s liquidity requirements. The Cotporation manages liquidity risk by maintaining banking facilities by
continuously monitoring forecast and actual cash flows and matching the matutity profiles of assets and
liabilities. The Corporation is exposed to liquidity sk ardsing from clients on its insurance and investment
contracts, The Corporation maintains adequate liquid rescrves to meet any eventuality arising from a catastrophe.

Liquidity management ensures that the Cotporation has sufficient access to funds necessary to cover insurance
claims, surrenders, withdrawals and matuting liabilities. In practice, most of the Corporation’s assets are
tmarketable secutities which could be converted into cash when required.
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40.2.8 The fair values of all major financial assets are estimated to be not significantly different from their carrying
values except for the following:

- 2021 -
Carrying Fair
value value
Rupees in '000
Government secutities 910,069,819 847,081,346
2020
Carrying Fair
value value
—e=—-- Rupees in '000 -—----

Government securities 821,691,138 842,952,048

41 CAPITAL RISK MANAGEMENT

The Cotpotation manages its capital to ensure that it remains financially solvent while maintaining adequate
financial strength to sustain business growth. It also complics with the minimum capital requirements of the
SECP. The capital structure of the Corporation consists of equity atiributable to the Govetnment which is the
sole shareholder of the Corporation and accurnulated surplus.

There were no changes made to the objectives, policies and processes for managing capital.

Further details ate given in the table below:

2021 2020
Rupees in '000 —---
Accumulated surplus 1,923,866 1,460,496
Ledger account C & D 8,544,917 3,943,311
Genetal reserve 4,725 304,725
Capital contributed to statutory fund 100,000 -
Issued, subscribed and patd-up capital 4,900,000 4,600,000

Shareholders’ equity 15,473,508 10,308,532
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42.1

FAIR VALUE OF FINANCIAL INSTRUMENTS

Carrying amount versus fair value

The following table compares the carrying amounts and fair values of the Corporation’s financial assets and
financial liabilities as at December 31, 2021.
The Corporation considers that the carrying amount of the following financial assets and financial liabilities ate 2
reasonable approximation of their fair value:

As at December 31, 2021 As at December 31, 2020
Cartying Fair Cartying Fair
amount value amount value
e i Rupees in '000-m-cmmmm--mvmmmeme—
Financial Assets ’
- Cash and bank deposits 101,002,030 101,002,030 56,184,733 56,184,733
- Loans secured against life insurance
policies 151,464,401 151,464,401 129,180,723 129,180,723
- loan to agents 81,736 81,736 78,493 78,493
- loan to employees 953,738 953,738 949,821 949,821
Investments
Fair value through Profit and loss
Listed equity securities and
mutual fund units 95,474,924 95,474,924 99,523,806 99,523,806
Unlisted equity securities and
mutual fund units 1,993,141 1,993,111 2,080,343 2,080,343
Held to maturity
Government secutities 910,069,819 847,081,346 821,691,138 842,952,048
Holding in subsidiary companies 323,618 323,618 323,618 323,618
Other fixed income securities 3,654,344 4,348,878 3,654,344 4,348,878
1,011,515,846 949,221,907 927,273,249 949,228,693
- Other receivable- excluding taxation 91,638,241 91,638,241 79,407,508 79,407,508
Financial Liabilities
- Balance of statutory funds-
including policyholders' liabilities 1,310,641,293 1,310,641,293 1,157,476,582 1,157,476,582
- Creditors and accruals 25,384,289 25,384,289 21,489,457 21,480,457
- Premium received in advance 5,569,399 5,569,399 8,644,311 8,644,311
- Insurance / reinsurance payables 521,942 521,942 566,647 566,647
42.2 FAIR VALUE HIERARCHY

The level in the fair value hierarchy within which the asset or liability is categorised is determined on the basis of
the lowest level input that is significant to the fair value measutement.

Assets and liabilities are classified in theit entitety into only one of the three levels.

The fair value hieratchy has the following levels:

- Level 1 - quoted prices (unadjusted) in active matkets for identical assets or liabilities.

~Level 2 - inputs other than quoted prices included within Level 1 that are observable for the asset or
linbility, cither directly (i.c. as prices) or indirectly (i.e. desived from prices).

- Level 3 - inputs for the asset ot liability that are not based on observable market data (unobservable
inputs).
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The table below analyses assets measured at the end of the reporting petiod by the level in the fair value hicrarchy
into which the fait value measurement is categorised:

As at December

31, 2021 Levell Level2 Level 3
Rupees in Y000
Financial Assets at carrying value : e - -
Investments at caryying valve Fair valve
throngh Profit and loss
Listed equity securities and mutual 95,476,400 95,476,400 - -
fund units
Unlisted equity securities and 1,991,666 - 1,991,666
mutual fund units
Holding in subsidiary companies 325,100 - - 325,100
97,793,166 95,476,400 1,991,666 325,100
Af a?f 1]? ;{c);glbet Level 1 Level 2 Level 3
Rupees in '000---——-—smsmmmm—
Financial Assets at carrying value
Invesiments at carvying valve Fair value
throvgh Profit and loss
Listed equity securities and mutual 99,523,806 99,523,806 - -
fund units
Unlisted equity securities and 2,080,343 - 2,080,343
mutual fund units
Holding in subsidiary companies 323,618 - = 323,619
101,927,767 99,523,806 2,080,343 323,619

Cartying values of all othet financial assets and liabilities approximate their fair value.
Transfers during the period
During the year to December 31, 2021:

- There were no transfers between Level 1 and Level 2 fair value measutements.
- There wete no transfers into or out of Level 3 fair value measurements.

Valuation techniques

Fair value of investments is determined as follows: _

- Fair value of listed equity securities is determined on the basis of closing market prices quoted on the respective
stock exchange. ;

- Unlisted equity sccurities ate carried at cost.

- Investments in subsidiary companies ate being carried at cost.
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43 SUBSEQUENT EVENTS

a) The Board of Directors of the Corporation in their meeting held on April 28, 2022 declared dividend of Rs.
11120-2%b million.

These unconsolidated financial statements for the year ended December 31, 2021 do not include the effect of
these approptiations and these will be accounted in the unconsolidated financial statements for the year ending

December 31, 2022,
44 NUMBER OF EMPLOYEES . 2021 2020
The details of number of employees ate as follows:
Permanent employees as at year end " 3,650 3,831
Area managers : 1,247 1,242 -
4,897 5,073
Average number of employees during the year 4,985 ‘ 5,178

45 DATE OF AUTHORISATION FOR ISSUE

These unco?{?i)zlidated financial statements were authorised for issue by the Board of Directors of the Corporation on

28 APR
46 GENERAL

Figutes in these unconsolidated financial statements have been rounded off to nearest thousand of rupees. In natrative
notes, certain figures have been rounded off to million of mpees.

O(T}-ﬂ’ rﬂj\;’\_'
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CHAIR CTOR DIRECTOR CHIEF/FI OFFICER

Shoatb Javed Hussan Humayun Bashir Muhanimad Rashid

Pouruchisty Sidhwa



Statement of Directors Form LN

(As per the requirement of Section 46(6) and Section 52(2) ( C)
of the Insurance Ordinance, 2000)

Section 46 (6)

a. In our opinion the annual audited financial statements of State Life Insurance Corporation
of Pakistan for the year ended December 31, 2021, set out in the forms attached to the
statement have been drawn up in accordance with the Insurance Ordinance, 2000 and any
rules made thereunder;

b. State Life Insurance Corporation of Pakistan has at all times in the year complied with the
provisions of the Insurance Ordinance and the rules made thereunder relating to paid-up-
capital, solvency and re-insurance arrangements; and

c. As at December 31, 2021, State Life Insurance Corporation of Pakistan continues to be in
compliance with the provisions of the Insurance Ordinance and the rules made thereunder
relating to paid-up-capital, solvency and reinsurance arrangements.

Section 52 (2} (C)

In our opinion, each statutory fund of the State Life Insurance Corporation of Pakistan
complies with the solvency requirements of the Insurance Ordinance, 2000, and the
Insurance Rules, 2017.

Pated: April 28, 2022

.
W é.s A /
ELARTIAN {RECTOR DIRECTOR CHIEF FINAGETAL OFFICER

Shoaib Javed HUSSAIN ooy chisty Sidhwa Humayun Bashir Muhammad Rashid



Form LM

Statement by the Appointed Actuary

required under Section 52(2) (a) & (b) of the Insurance Ordinance, 2000

In my opinion,

a. The policyholders liabilities / technical liabilities included in the balance sheet of
State Life Insurance Corporation of Pakistan as at December 31, 2021 have been
determined in accordance with the provisions of the Insurance Ordinance, 2000;
and

b. Each statutory fund of State Life Insurance Corporation of Pakistan complies with
the solvency requirements of the Insurance Ordinance, 2000.

gl

(Shujaat Siddiqui)
Appointed Actuary of the Corporation
MA, FIA, FPSA

Dated: April 20, 2022





