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KPMG Taseer Hadi & Co. 
Chartered Accountants 
Sheikh Sultan Trust Building No. 2, Beaumont Road 
Karachi 75530 Pakistan 
+92 (21) 35685847, Fax +92 (21) 35685095 

INDEPENDENT AUDITOR'S REVIEW REPORT 

TO THE MEMBERS OF 5th  PILLAR FAMILY TAKAFUL LIMITED 

REVIEW REPORT ON THE STATEMENT OF COMPLIANCE CONTAINED IN CODE 
OF CORPORATE GOVERNANCE FOR INSURERS, 2016 

We have reviewed the enclosed Statement of Compliance with the Code of Corporate 
Governance for Insurers, 2016 ("the Code") as prepared by the Board of Directors 
("the Board") of 5th  Pillar Family Takaful Limited ("the Company") for the year ended 
31 December 2022 in accordance with the requirements of the Code. 

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

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

The Code requires the Company to place before the Audit Committee, and upon 
recommendation of the Audit Committee, place before the Board of Directors for their 
review and approval, its related party transactions. We are only required and have 
ensured compliance of this requirement to the extent of the approval of the related 
party transactions by the Board of Directors upon recommendation of the Audit 
Committee. 

Based on our review, nothing has come to our attention which causes us to believe 
that the Statement of Compliance does not appropriately reflect the Company's 
compliance, in all material respects, with the requirements contained in the Code as 
applicable to the Company for the year ended 31 December 2022. 

KPMG Taseer Hadi & Co., a Partnership flrm registered in Pakistan and a member firm of the KPMG global organization 
of independent member firms affiliated with KPMG Interoational Limited, a private Eeglish company limited by guarantee. 



Reference Description 

Paragraph As per the S.R.O.1013(l)/2022 dated 5 July 2022, the composition of 
the Board of Directors of the Company shall mandatorily consist of at 
least one third of the total members as independent directors, 
applicable from six months from coming into effect of these 
amendments after which on expiry of the current term of board of 
directors. Accordingly, the Company will appoint the required number 
of independent directors on expiry of current term of board of 
directors. 

KPMG Taseer Hadi & Co. 

Further, we highlight below instances of non-compliance with the requirements of the 
Code as reflected in the paragraph reference where it is stated in the Statement of 
Compliance. 

Paragraph The Board shall approve and disseminate a Code of Conduct to all the 
5 directors, senior management and employees. The code of conduct 

was approved and disseminated to the directors, senior management 
and employees subsequent to the year end. 

Paragraph The Board of Directors shall formulate and approve significant policies, 
6 having regard to the level of materiality, as may be determined by it. 

The Company has formed significant policies subsequent to year end 
while various policies are in process of formulation and approval by the 
Board of Directors. 

Paragraph The Company shall make appropriate arrangements to carry out 
1 0 orientation courses for its directors to acquaint them with their duties 

and responsibilities and enable them to manage the affairs of the 
insurer on behalf of policyholders. The Company did not arrange 
orientation course for its directors during the year. 

Paragraph All Board Committees of the Company (except the Audit Committee) 
19 shall meet at least twice in a year and Audit Committee shall meet at 

least once in every quarter. However, the Nomination Committee, and 
Ethics, Human Resource & Remuneration Committee shall be required 
to meet on need basis. Audit Committee and Investment Committee 
meetings were held only once during the year. 

Paragraph The investment policy drawn up by the Investment Committee shall be 
26 placed before the Board of Directors of the Company for approval. The 

investment policy was approved by the Board subsequent to the year 
end. 



KPMG Taseer Hadi & Co. 

Reference Description 

Paragraph The Board of the Company shall be responsible for ensuring that the 
27 risk management system is suitable, effective and proportionate for 

the business and that it is implemented and monitored. The Board is in 
process of establishing the risk management system. 

Paragraph The Company shall get itself rated from a credit rating agency, and 
29 such rating shall act as a risk monitoring tool for the risk management 

function. The Company initiated the process of credit rating during the 
year. The credit rating agency assigned the credit rating subsequent to 
the year end. 

Date: 26 May 2023 

Karachi 

UDIN: CR202210106WbNBs81qI 

KPMG Taseer Hadi & Co. 
Chartered Accountants 
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5TH PILLAR FAMILY TAKAFUL LIMITED 

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2022 

I LEGAL STATUS AND NATURE OF BUSINESS 

1.1 5th Pillar Family Takaful Limited (the Company) was incorporated in Pakistan on March 05, 2020 as a public unlisted 
Company under the Companies Act, 2017 (the Act). The Company's registered office is situated at SF-01 to SF-06, 2nd 
Floor, Emerald Mall, Clifton Block 5, Karachi. 

1.2 The Company has obtained registration as Family Takaful (Life Insurer) as per the requirement of the Insurance 
Ordinance, 2000 on October 04, 2021. 

1.3 The Company is a subsidiary of 5th Pillar Holdings Limited, a company registered under the laws of Dubai International 
Financial Center, UAE and was incorporated in accordance with the resolution of the Board of Directors of the Holding 
Company on February 03, 2020. 

1.4 In accordance with the requirements of the Insurance Ordinance, 2000, the Company established a Shareholders' Fund 
and Separate Takaful Statutory Funds, in respect of each class of family takaful business. The takaful statutory funds 
established by the Company, in accordance with the advice of the appointed actuary are as follows: 

Individual Family Takaful* 

Group Family Takaful 

* The Company has not yet commenced its Individual Family Takaful business. 

2 BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE 

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

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

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

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

2.1 Basis of measurement 

These financial statements have been prepared under the historical cost convention except for available for sale 
investment which are carried at their fair value. 

2.2 Functional and presentation currency 

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

3 Accounting Standards, IFRIC Interpretations and Amendments 

3.1 Standards, interpretations of and amendments to the accounting and reporting standards that are effective in 
the current year: 

There are certain new and amended standards, interpretations and amendments that are mandatory for the Company's 
accounting periods beginning on or after January 01, 2022 but are considered not to be relevant or do not have any 
significant effect on the Company's operations and therefore, have not been stated in these financial statements. 



3.2 Standards, interpretations of and amendments to the accounting and reporting standards that are not yet 

effective: 
The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act, 2017 
and the amendments and interpretations thereto will be effective for accounting periods beginning on or after January 01, 
2023: 

Effective date 

(period beginning on or after) 

Classification of liabilities as current and non-current and application 

of materiality to disclosure accounting policies - Amendments to lAS 1 January 01, 2024 

- Disclosure of accounting policies - Amendments to lAS 1 and 

IFRS practice statement 2 January 01, 2023 

- Lease liability in a sale and lease back - Amendments to IFRS 16 January01, 2024 

- Deferred tax related to assets and liabilities arising from a single 

transaction -Amendments to lAS 12 January01, 2023 

Sale or contribution of assets between an investor and its associate 

or joint venture - Amendments to IFRS 10 and lAS 28 Not yet finalised 

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

Effective date 

(period beginning on or after) 

- IFRS 1 - First time adoption of lFRSs July 01, 2009 

- IFRS 17 - Insurance Contracts January 01, 2023 

3.2.1 Temporary exemption from application of lFRS 9 

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

3.2.1.1 Fair value of financial assets as at December 31, 2022 and change in the fair values during the year ended 

December 31, 2022: 

Financial assets with contractual cash flows that meet Rupees in '000 

the SPPI criteria, excluding those held for trading 

GOP Ijara Sukuk - available for sale (refer note 8) 

Opening fair value 

Additions during the year - net 

Decrease in fair value 

Closing fair value 

70,014 

270,754 

(10,702) 

330,066 

 

Fair value of term deposits receipt is equivalent to the carrying value as these are short-term in nature. 

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

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

4.1 Takaful contracts 

The takaful contracts are based on the principles of Wakala Waqf Model. Takaful is a programme based on Shariah 
compliant, approved concept funded on the principles of mutual cooperation, solidarity and brotherhood. The obligation of 
Waqf for Waqf participants' liabilities is limited to the amount available in the Waqf fund. In the event where there are 
insufficient funds in Waqf to meet their current payments less receipts, the deficit is funded by way of an interest free loan 
(Qard-e-Hasna) from the shareholders' sub fund to the statutory fund (Takaful Business Statutory Funds). The amount of 
Qard-e-Hasna is refundable to the shareholders' sub fund. 



Technical reserves are stated at a value determined by the appointed actuary through an actuarial valuation carried out as 
at each balance sheet date, in accordance with the requirement of section 50 of the Insurance Ordinance, 2000. 

Group takaful contracts 

The Company offers Group Family Takaful Contracts to its clients. These contracts are issued typically on yearly 
renewable term basis. 

Individual family takaful contracts - unit linked 

The Company offers Unit Linked Takaful Plans which provide Shariah compliant financial protection and investment 
vehicle to individual participants. These plans carry cash value which is determined as per the underlying asset's value. 
The death benefit design is based on Constant Sum Risk approach i.e. the sum cover is paid in addition to the cash value. 
The plans offer investment choices to the customer to direct their investment related contribution based on their risk / 
return objectives. No investment guarantees are offered. The investment risk is borne by the participants. Various type of 
supplemental benefits (accidental death, disability, income benefit, etc) are also sold along with basic policies. 

4.1.1 Revenue Recognition 

Contribution Revenue 

First year individual life contribution is recognised when the policy is issued after receipt of that contribution. 
Subsequent contributions falling due under the policy are recognised if received before expiry of the grace period. 
Single contributions and top-up contributions are recognised once the related policies are issued against the receipt 
of contribution. 

- Group contributions are recognised when due. 

Takaful receivables 

Receivables under takaful contracts are recognised when due, at the fair value of the consideration receivable less 
provision for doubtful debts, if any. If there is an objective evidence that the receivable is impaired, the Company reduces 
the carrying amount of the receivable accordingly and recognises it as impairment loss. 

4.1.2 Retakaful contracts held 

These contracts are entered into by the Company with retakaful operator under which the "Waqf Fund" cedes the takaful 
risk assumed during normal course of its business and according to which Waqf is compensated for losses on contracts 
issued by it are classified as retakaful contracts held. 

Retakaful Contribution 

Retakaful contribution is recorded at the time the retakaful is ceded. Surplus from retakaful operator is recognised in the 
profit and loss account. 

Retakaful Expenses 

Retakaful expenses are recognised as a liability in accordance with the pattern of recognition of related contribution. 

Retakaful Assets and Liabilities 

Retakaful assets represent balances due from retakaful operator. Recoverable amounts are estimated in a manner 
consistent with the associated retakaful treaties. 

Retakaful liabilities represent balances due to retakaful operator. Amounts payable are calculated in a manner consistent 
with the associated retakaful treaties. 

Retakaful assets are offset against related retakaful liabilities. Income or expenses from retakaful contract are not offset 
against expenses or income from related retakaful contracts as required by Insurance Ordinance, 2000. 

4.1.3 Receivables and payables related to takaful contract 

Receivables and payables are recognised when due. These include amounts due to and from agents and participants. 

'V 



4.1.4 Claims 

Claims expense include all claims occurring during the year, whether reported or not, internal and external claim handling 
costs that are directly related to the processing and settlement of claims and other recoveries, and any adjustments to 
claims outstanding from previous years. 

The outstanding claims liability includes amounts relating to unpaid reported claims and expected claims settlement costs. 
Full provision is made for the estimated cost of claims incurred to the date of statement of financial position. The liability 
for claims expenses relating to "Incurred But Not Reported"(IBNR) is included in the technical reserves. 

4.1.5 Participants' liabilities 

Participants' liabilities including IBNR are stated at a value determined by the appointed actuary through an actuarial 
valuation / advice carried out at each reporting date, in accordance with section 50 of the Insurance Ordinance, 2000. In 
determining the value both acquired policy values as well as estimated values which will be payable against risks which 
the Company underwrites are considered. The basis used are applied consistently from year to year. 

As permitted under IFRS 4, related adjustments to participants' liabilities are recognised in other comprehensive income, if 
the unrealised gains or losses on investments are recognised in statement of comprehensive income. 

4.1.6 Acquisition cost 

These comprise commission and other costs incurred in acquiring and maintaining takaful policies and include without 
limitation all forms of remuneration paid to takaful intermediaries. 

These are recognised as an expense in the earlier of the financial year in which these are paid and in a financial year in 
which these become due and payable, except those which are directly referable to the acquisition or renewal of specific 
contracts that are recognised not later than the period in which the contribution to which these refer is recognised as 
revenue. 

4.1.7 Takaful operator's fee I Wakala fee 

The shareholders of the Company manage the takaful business operations for the participants and act as Wakeel of the 
Waqf fund. The Company is entitled for the wakala fee for the management of takaful business operations under Waqf 
fund to meet its management expenses. 

4.1.8 Mudarib Fee 

The shareholders of the Company manages the PTF's investments as a mudarib and charge a mudarib fee on the 
investment incomes and profit on bank deposits earned by PTF. 

4.1.9 Qard-e-Hasana 

When the PTF including reserves are insufficient to meet the current payments less receipts, the deficit is funded by way 
of contributions (Qard-e-Hasana) from Operators' Sub-Fund. 

4.2 Cash and cash equivalents 

For the purposes of statement of cash flows, cash and cash equivalents include the following: 

cash and stamps in hand 
- cash at bank in current and other accounts 

- deposits and investments with original maturity of three months or less 

4.3 Investments 

4.3.1 Classification 

Investments with fixed or determinable payments and fixed maturity, where the Company has positive intent and ability to 
hold to maturity, are classified as Held-to-Maturity (HTM). Investments designated at fair value through profit or loss 
represent investments acquired principally for the purpose of generating profits from short term fluctuations in market 
prices, interest rate movement, or dealer's margin. Available-for-sale investments are those investments that do not fall 
under either fair value through profit and loss account or held to maturity categories. 



4.3.2 Initial recognition 

All investments are initially recognised at cost, being the fair value of the consideration given and includes transaction 
costs except for investments designated at fair value through profit or loss in which transaction cost is charged to profit and 
loss account. 

4.3.3 Subsequent measurement 

Held-to-maturity 

Subsequently, these are measured at amortised cost less provision for impairment, if any. Any premium paid or discount 
received on acquistion of HTM investments is amortised over the remaining term of the investments using effective 
interest rate method. 

Available-for-sale 

Investments classified as available-for-sale are subsequently measured at market value in accordance with the 
requirements of the Insurance Accounting Regulations, 2017 and the unrealised gain or loss is recognised in statement of 
comprehensive income. 

Fair value through profit and loss 

Investments classified 'at fair value through profit and loss' category at inception, are subsequently measured at their fair 
value and gains and losses arising from changes in fair value are included in the profit and loss account. 

Fair! market value measurement 

For investments in government securities, fair value / market value is determined by reference to quotations obtained from 
Financial Market Association of Pakistan (FMAP) (PKRV) where applicable. The fair value / market value of mutual fund 
units and listed equity securities is determined as per the rates announced by the Mutual Funds Association of Pakistan 
(MUFAP) and the Pakistan Stock Exchange (PSX) respectively. 

Date of recognition 

Regular way purchases and sales of investments that require delivery within the time frame established by regulation or 
market convention are recognised at the trade date. Trade date is a date on which a trade (bonds, equities, foreign 
exchange, commodities, etc.) is executed i.e. the day when transaction is entered into. 

4.4 Taxation 

Income tax comprises current and deferred tax. Income tax expense is recognised in the profit and loss account except to 
the extent that it relates to the items recognised directly in equity in which case it is recognised in equity. 

4.4.1 Current 

Provision of current tax is based on the taxable income for the year determined in accordance with the prevailing laws for 
taxation of income. The charge for current tax is calculated using prevailing tax rates or tax rates expected to apply to the 
profit for the year, if enacted. The charge for current tax also includes adjustments, where considered necessary, to 
provision for tax made in previous years arising from assessments finalised during the current year for such years. 

4.4.2 Deferred 

Deferred tax is accounted for using the balance sheet method in respect of all temporary differences arising at the 
reporting date between the tax bases and carrying amounts of assets and liabilities for financial reporting purposes. 
Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are 
recognised to the extent that it is probable that taxable profits will be available against which the deductible temporary 
differences, unused tax losses and tax credits can be utilised. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is 
realised or the liability is settled, based on the tax rates (and tax laws) that have been enacted or substantively enacted at 
the reporting date. Deferred tax is charged or credited in the profit and loss account, except in the case of items credited or 
charged to equity in which case it is included in equity. 



4.5 Fixed assets 

4.5.1 Tangible 

Initial measurement 

These are initially stated at cost and subsequently at 
Depreciation is charged over the estimated useful life 
line method at the rates specified in note 6.1 to the 
charged to profit and loss account. 

cost less accumulated depreciation and impairment losses, if any. 
of the asset on a systematic basis to income applying the straight 
financial statements, after taking into account residual value and 

Depreciation on additions is charged from the month in which the asset is available for use and on disposal, upto the 

month the asset is in use. 

Subsequent measurement 

Subsequent costs are included in the assets carrying amount or recognised as a separate asset, as appropriate, only 
when it is probable that the future economic benefits associated with the item will flow to the Company and the cost of the 
item can be measured reliably. Maintenance and normal repairs are charged to profit and loss account. 

An item of tangible asset is derecognised upon disposal or when no future economic benefits are expected from its use or 
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal 
proceeds and the carrying amount of the asset) is included in the profit and loss account in the year the asset is 
derecognised. 

The assets residual values, useful lives and depreciation methods are reviewed, and adjusted if appropriate, at each 

reporting date. 

4.5.2 Right-of-use assets and their related lease liability 

4.5.2.1 Right-of-use assets 

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

Right-of-use assets are subsequently stated at cost less any accumulated depreciation / accumulated impairment losses 
and are adjusted for any remeasurement of lease liability. The remeasurement of lease liability will only occur in cases 
where the terms of the lease are changed during the lease tenure. 

Right-of-use assets are depreciated over the expected useful life or lease-term which ever is shorter using the straight-line 
method. Depreciation on additions (new leases) is charged from the month in which leases are entered into. No 
depreciation is charged in month in which the leases mature or are terminated. 

4.5.2.2 Lease liability against right-of-use assets 

The lease liabilities are initially measured as the present value of the remaining lease payments, discounted using the 
interest rate implicit in the lease, or if that rate cannot be readily determined, the Company's incremental borrowing rate. 

The lease liability is subsequently measured at amortised cost using the effective interest rate method. The lease liability is 
also measured to reflect any remeasurement or change in lease terms. These remeasurement of lease liabilities are 
recognised as adjustments to the carrying amount of related right-of-use assets after the date of initial recognition. 

Each lease payment is allocated between a reduction of the liability and a finance cost. The finance cost is charged to the 
profit and loss account as financial charges over the lease period so as to produce a constant periodic rate of interest on 
the remaining balance of the liability for each period. 

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



4.5.3 Capital work in progress 

Capital work in progress is stated at cost less any impairment in value. It includes advances to suppliers in respect of 
tangible fixed assets and intangible assets. 

4.5.4 Intangible assets 

Initial measurement 

These are stated at cost less accumulated amortisation and impairment loss, if any. Amortisation is charged over the 
estimated useful life of the asset on a systematic basis to income applying the straight line method at the rates specified in 
note 7.1 to the financial statements. 

Amortisation on additions is charged from the month in which the asset is acquired or capitalised and on disposal up to the 
month the asset is in use. 

Software development costs are only capitalised to the extent that future economic benefits are expected to be derived by 
the Company. 

4.6 Impairment of non-financial assets 

The carrying amounts of non-financial assets are reviewed at each reporting date to determine whether there is any 
indication of impairment of any asset or group of assets. If such indication exists, the recoverable amount of the asset is 
estimated. An impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable amount. 
Impairment losses are recognised in profit and loss account, as appropriate. An impairment loss is reversed if the reversal 
can be objectively related to an event occurring after the impairment loss was recognised. 

4.7 Provisions 

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

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. 

4.8 Investment income 

- Income from held to maturity / available is the difference between the redemption value and the purchase price of the 
held to maturity investments is amortised over the term of the investment and is taken to the profit and loss account. 

- Dividend income on investments is recognised when the Company's right to receive the payment is established. 

- Gain or loss on sale of investments is included in the profit and loss account. 

- Profit on bank deposits are recognised as and when due. 

- Unrealised gain / loss on investments held 'at fair value through profit or loss' is recognised as income / expense in 
the profit and loss account. 

Unrealised gain / loss on investments held 'Available-for-sale' is recognised as income / expense in the statement of 
comprehensive income. 

4.9 Earnings per share 

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

4.10 Segment reporting 

An operating segment is a component of the Company that engages in business activities from which it may earn 
revenues and incur expenses including revenues and expenses that relate to transactions with any of the Company's other 
components. 



All operating segments' results are reviewed regularly by the Company's chief operating decision maker to make decisions 
about resources to be allocated to the segment and assess its performance, and for which discrete financial information is 
available. The chief operating decision maker has been identified as the Chief Executive Officer. 

The Company presents segment reporting of operating results using the classes of business as specified under the 
Insurance Ordinance, 2000, the Insurance Rules, 2017 and the Takaful Rules, 2012. The Company has 2 Operating 
segments for reporting purposes namely; a) Individual family takaful and b) Group family takaful. 

- The Individual Family Takaful business segment provides family takaful coverage to individuals under unit-linked 
policies issued by the Company. The Company has not yet commenced this segment of business. 

The Group Family Takaful business segments provides family takaful coverage to members of business enterprises, 
corporate entities and common interest groups under group family takaful scheme operated by the Company. 

Actuarial valuation of life insurance business is required to be carried out annually at the reporting date. Takafulholders' 
liabilities included in the statutory funds are based on the actuarial valuation carried out by the Appointed Actuary as at 
December31, 2022. 

The Company reviews the basis of estimation used in respect of allocation of assets, liabilities, income and expenses not 
referable to specific fund with the consultation of Company's appointed actuary. 

4.11 Foreign currency transactions and translations 

Foreign currency transactions are translated into Pakistani Rupees at the exchange rates prevailing on the date of 
transaction. Monetary assets and liabilities in foreign currencies are translated into Pakistani Rupees at the exchange 
rates prevailing at the reporting date. Non-monetary items that are measured in terms of historical cost in a foreign 
currency are translated using the exchange rates at the dates of the initial transactions. Non-monetary items measured at 
fair value in a foreign currency are translated using exchange rates at the date when the fair value was determined. 
Exchange gains or losses are recorded in profit and loss account. 

4.12 Statutory funds 

The Company maintains statutory funds in respect of each class of life takaful business. Assets, liabilities, revenues, and 
expenses of the Company are usually referable to respective statutory funds, however, where these are not referable to 
statutory funds, these are allocated to shareholders' fund. 

Apportionment of assets, liabilities, revenues and expenses, wherever required, between funds are made on a fair and 
equitable basis in accordance with the written advice of the appointed actuary. 

4.13 Financial instruments 

Financial instruments carried on the statement of financial position include cash and bank deposits, loans secured against 
other assets, investment in government securities and listed securities, premiums due but unpaid, amount due from / to 
agents, sundry receivables, accrued interest, accrued expenses, other creditors and accruals, and dividend payable. 

All the financial assets and financial liabilities arising from, other than takaful contracts, are recognised at the time when 
the Company becomes a party to the contractual provisions of the instrument and derecognised when the Company loses 
control of contractual rights that comprises the financial assets and in the case of financial liabilities when the obligation 
specified in the contract is discharged, cancelled or expired. At the time of initial recognition all financial assets and 
financial liabilities are measured at cost, which is the fair value of the consideration given or received for it. These financial 
assets and liabilities are subsequently measured at fair market value or amortised cost as the case may be. Any gain or 
loss on derecognition of financial assets and financial liabilities is taken to the profit and loss account. 

4.14 Offsetting of financial assets and liabilities 

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial position only 
when there is a legally enforceable right to set-off the recognised amount and the Company intends either to settle on a 
net basis or to realise the assets and to settle the liabilities simultaneously. 

4.15 Share capital 

Ordinary shares are classified as equity and recognised at their face value. Incremental costs directly attributable to the 
issue of new shares or options are shown in equity as a deduction, net of tax, from the proceeds. 



4.16 DivIdend and appropriation of reserve 

Dividend and appropriation to reserve except appropriations required by the law or determined by the appointed actuary or allowed by the Insurance Ordinance 
2000, are recognised in the year in which these are approved. 

5 Use of estimates and Judgements 

The preparation of financial statements in conformity with the requirements of accounting and reporting standards as applicable in Pakistan requires management to 
make judgments / estimates and associated assumptions that affect the application of policies and reported amounts of assets, liabilities, income and expenses. The 
judgments / estimates and associated assumptions are based on historical experience, current trends and various other factors that are believed to be reasonable 
under the circumstances, the result of which form the basis of making estimates about carrying values of assets and liabilities that are not readily apparent from 
other sources. Actual results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the year in which the estimate is revised and in any future periods affected in accordance with the requirements of International 
Accounting Standard - 8. "Accounting Policies, Changes in Accounting Estimates and Errors". 

Note 

Takaful liabilities and underlying assumptions 16 

Useful lives of property & equipment and intangibles (including right-of-use assets) 6 & 7 

Taxation 27 

Incremental borrowing rate and lease term for lease liability 19 

Note 2022 2021 

6 PROPERTY AND EQUIPMENT (Rupees in 000)  

Tangible assets (including right-of-use assets) 6.1 165,488 48 
155.488 48 

6,1 Tangible assets (Including right-of-use assets) 

2022 

Cost Accumulated depreciation Net book value 
as at December 

31 

Depreciation 
rate As at January 01 Additions 

As at December 
31 

As at January 01 
Charge for the 

year 
As at December 

31 

Rupees in (000) 

Leasehold improvements - 33,163 33,163 871 871 32,292 10 

Computer equipment 49 11,562 11,611 1,781 1,782 9,829 33.33 

Vehicles owned 23,789 23,789 4,612 4,612 19,177 20 

Right-of-use assets 87,528 87,528 15,234 15,234 72,294 10-20 

Furniture and fixtures 17,905 17,905 988 988 16,917 20 

Office equipment 5,558 5,558 579 579 4,979 20 

49 179,505 179,554 1 24,065 24,066 155,488 

2021 

Cost Accumulated depreciation! depreciation Net book value 
Depreciation 

As at January 01 
Additions! 
(disposals) 

As at December 
31 

As at January 01 
Charge for the 

year 
As at December 

31 
as at December 

3t 
rate 

Rupees is (000)  

Computer equipment 49 49 1 1 48 33.33 

48 49 49 

Note 2022 2021 

7 INTANGIBLE ASSETS (Rupees in 000)  

Computer softwares 7.1 1,877 

Capital work in progress 7.2 36,761 
38.638 

7.1 Computer softwares 
2022 

Cost Accumulated amortisation Net book value 
as at December 

31 

Amortivation 
rate As at January 01 

Additions! 
(disposal) 

As at December 
31 

As at January 01 
Charge for the 

year 
As at December 

31 

Rupees in (000 

Computer Licenses 2,278 2,278 401 401 1,877 20-33.33 

401 401 1,877 2,278 2,278 



7.2 Capital work in progress 

Opening balance 

Note 2022 2021 

(Rupees in 000)  

Additions during the year 39,039 

Transfers during the year (2,278) 

Closing balance 7.2.1 36,761 

7.2.1 These include capital work in progress pertaining to the software acquired by the Company. 

8 INVESTMENTS IN GOVERNMENT SECURITIES 

2022 2021 

Carrying 
amount 

Market value 
Deficit on 

revaluation of 
investments 

Carrying 
amount 

Market value 
Deficit on 

revaluation of 
investments 

(Rupees in 000)  

Available-for-sale: 
Government of Pakistan 

ljarah Sukuk Certificates 341,496 330,066 (11,430) 70,742 70,014 (728) 

341,496 330,066 (11,430) 70,742 70,014 (728) 

8.1 The effective yield on Government of Pakistan ljarah Sukuk Certificates ranges from 8.02% to 15.56% (2021: 8.02%) per annum. 

8.2 The Company has deposited 5 years Government of Pakistan ljsrah Sukuk Certificates amounting to Rs. 70 million (2021: Rs. 70 million) with State 
Bank of Pakistan (SBP) under section 29 of the Insurance Ordinance, 2000. 

8.3 Particulars of government securities 
Market value 

Tenure Maturity year 
Rate of return 

(%)per 
annum 

Profit 
payment 

2022 2021 

Rupees in '000 

5 years 2025 8.37% Semi-annual 61,334 70,014 

5 years 2025 15.69% Semi-annual 268,732 
330,066 70,014 

2022 2021 

Principal 
amount 

Rate per 
Annum 

Principal 
amount 

Rate per 
Annum 

Rupees in 000 

117,000 14.50% 

Note 2022 2021 
(Rupees in '000)  

GOP Ijarah Sukuk Certificates - FRR 

GOP harsh Sukuk Certificates - VRR 

9 INVESTMENTS IN TERM DEPOSITS 

Term deposit (with original maturity of less than 3 months) 

10 TAKAFULI RETAKAFUL RECEIVABLES 

Rupees in 000 

600,000 8.10% 

Due from takaful participants' - unsecured 

- Considered good 

Due from retakaful - unsecured 

- Considered good 

30,753 

30,753 

Less: provision for impairment of receivables from takaful participants' 
30,753 

11 DEPOSITS AND OTHER RECEIVABLES 

Security deposits 
Accrued investment incomes 

Advance to supplier 
Other receivables 

5.961 

11.1 10,460 

 

226 
6,374 

14,744 

 

25 

 

     

16,446 21,344 

11.1 This represents accrued profit on Government Securities and Term Deposits. 

12 DEFERRED TAX ASSET 

Deferred debIts arising In respect of: 
Unrealised losses on investments classified as 

available for sale - net 3,315 109 

On Ledger D account balances 4,094 

  

7,409 109 

    

12.1 The Company has not recorded the deferred tax asset amounting to Rs. 27.721 million on loss related to shareholder fund on prudent basis as the 

Company has not generated sufficient taxable profits in the current year. 



2022 2021 
(Rupees in '000)  

12.2 Reconciliation of deferred tax 

Deferred tax report in profit and loss account 
On Ledger D account balances 4094 

Deferred tax report In statement of comprehensive income 
(Jnrealised losses on investments classified as 

available for sale - net 3315 109 
7,409 109 

13 PREPAYMENTS 

Note 

Prepaid rent 724 

Prepaid commission 3,323 

Others 4,483 
8,530 

14 CASH AND BANK 

Cash in hand 
Cash at bank 

- Savings accounts 

 

71 

  

14.1 34,600 4,423 

  

34,671 4,423 

14.1 These accounts carry a profit rate of 7.00% (2021: 2.00% to 3.50%). 

14.2 Cash and cash equivalents for statement of cash flows 

Cashandbank 14 34,671 4,423 

Term deposit (with original maturity of less than 3 months) 9 117,000 

  

 

151,671 151,671 

15 ISSUED, SUBSCRIBED AND PAID-UP CAPITAL 

15.1 Issued, subscribed and paid-up share capital 

    

2022 2021 
(Number of shares) 

Note 

 

2022 2021 
(Rupees in '000)  

  

70,000,000 70,000,000 Ordinary shares of Rs. 10 each fully paid in cash 700,000 700,000 

70,000,000 70,000,000 

 

700,000 700,000  

16 TAKAFUL LIABILITIES 

Reported outstanding claims 16.1 6,277 

Incurred but not reported claims 16.2 2,256 

Liabilities under group takaful contracts 16.3 13,230 

Other takaful liabilities 16.4 (66) 
21,697 

16.1 Reported outstanding claims 

Opening balance 
Total gross claims 24 6,277 

Claims paid /settled -  
Closing balance 6,277  

16.2 Incurred but not reported claims 

Gross of retakaful 
Retakaful recoveries 
Net of retakaful 

16.3 Liabilities under group takaful contracts 

Gross of retakaful 
Retakaful credit 
Net of retakaful 

34,387 

  

(2 1.157) 

  

13,230 

  

    

7,369 
(5,113) 
2,256 



Other takaful liabilities 

Note 2022 2021 
(Rupees in '000)  

Gross of retakaful (66) 

Retakaful 

Net of retakaful (66) 

RETAKAFUL PAYABLES 

Due to other takaful / retakaful operators 27.648 

OTHER CREDITORS AND ACCRUALS 

Commission payable 3,304 

Payable to vendors 17,374 1,885 

Withholding tax payable 1,833 1,002 

Accrued expenses - 610 

Other liabilities 5,607 1,200 

28,118 4.697 

LEASE LIABILITY AGAINST RIGHT-OF-USE ASSETS 

Lease liability against right-of-use assets 19.1 77,609 
77,609 

Present lease value of minimum payments 77,609 

Less: Current (10,008) portion 
67,601 

The Company leases out property premises for its head office and branch network. 

2022 2021 

Minimum lease 
payments 

Financial 
charges for 

future payments 

Principal 
outstanding 

Minimum lease 
payments 

Financial 
charges for 

future payments 

Principal 
outstanding 

(Rupees in '000) 

Not later than one year 21,829 (11,821) 10,008 

Later than one year and not 
later than five years 74,105 (33,361) 40,744 

More than five years 42,583 (15,726) 26,857 

138,517 (60.908) 77,609 -  

20 CONTINGENCIES AND COMMITMENTS 

There were no contingencies and commitments as at December31, 2022. 

21 NET CONTRIBUTION REVENUE 

Gross contribution: 

Group policies without cash values 

Total gross contributions 

Less: retakaful contributions ceded 
On group policies 

2022 2021 
(Rupees in '000)  

52,577 

52,577 

30,773 

Net contributions 21,804  

22 INVESTMENT INCOME 

Income from debt securities 
Return on government securities 5,901 3,305 

Income from term deposits 
Return on term deposits 50,444 23,436 

56,345 26.741 

23 OTHER INCOME 

 

Return on bank balances 3,397 1,997 

Others 3,699 
3,397 5,696 

16.4 

17 

18 

19 

19.1 

19.2 



24 NET TAKAFUL BENEFITS 

Gross claims 

Claims under group takalul contracts 

Note 2022 2021 

(Rupees in '000)  

- by death 6,250 

- by insured event other than death 27 

Total gross group contract claims 6,277 

Total gross takalul claims 6,277 

Less: retakaful recoveries 
On group family 3,125 

3,125 

Net takaful benefit expense 3,152 

25 ACQUISITION EXPENSES 

Remuneration to takaful intermediaries on group policies: 

- Commission 1,748 

1,748 

Other acquisition cost 

- Policy stamps 54 
1,802 

26 MARKETING AND ADMINISTRATION EXPENSES 

Salaries, allowances & other benefits 65,804 12,000 

Travelling expenses 6,596 451 

Auditors' remuneration 26.1 4,931 1,040 

Actuary's fees 6,441 - 

Legal and professional charges 5,143 1,204 

Regulatory Fees 4,578 6,995 

Advertisement and publicity 3,027 - 

Printing and stationery 869 - 

Depreciation and amortisation 6.1 & 7.1 24,466 1 

Rental 1,517 146 

Utilities 8,985 - 

Vehicle and general repair & maintenance 6,943 

Communication 1,343 - 

Entertainment 1,767 36 

Takaful Charges 445 - 

Finance charges on lease rentals 11,910 

Miscellaneous expenses 1,145 54 

155.910 21,927 

26.1 Auditors' remuneration 

Audit fees 1,500 750 

Other certifications 2,150 125 

Out of pocket expenses 915 88 

Sales tax 366 77 

4,931 1,040 

27 TAXATION 

For the year 
- Current - 7,261 

- Deferred (4,094) 

For the prior year 
Current (4,213) 

(8,307) 7,261 

27.1 Relationship between tax expense and accounting profit 

Loss I profit before tax (94,738) 10,510 

Tax at the applicable rate of 29% (2021: 29%) (27,474) 3,048 

Effect of: 
- Prior year adjustment (4,213) 

- other adjustment 23,380 4,213 

Taxation for the year (8,307) 7,261 



27.2 The Company has claimed a total tax refundable amounting to Rs. 0.634 million with the Income Tax Return submitted till the year 

ended December 31, 2021. 

2022 2021 
(Rupees in '000)  

28 (LOSS) I PROFIT PER SHARE 

(Loss) I profit for the year 

Weighted average number of ordinary shares 

(Loss) / profit per share 

 

(86,431) 3,249 

 

 

Number of shares) 

  

   

70,000,000 70,000,000 

------(Rupees) 

   

   

 

(1.23) 0.05 

 

28.1 Diluted earnings per share has not been presented as the Company has not issued any instrument which would have any impact on 
basic earnings per share when exercised. 

29 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND OTHER EXECUTIVES 

2022 2021 

Chief 
Executive 

Executives Total 
Chief 

Executive 
Executives Total 

(Rupees in '000) 

15,430 34,343 Managerial remuneration 

Number of persons  

15,430 34,343 49,773 12,000  

(Number) 

49,773 

 

12,000 

   

12,000 

       

12,000 

1 14 15 1 0 1 

29.1 In addition to above, the Chief Executive has been provided with two cars maintained by the Company. 

29.2 "Executive" means employee (other than CEO and directors) whose basic salary exceeds Rs. 1.2 million per year. 

30 TRANSACTIONS WITH RELATED PARTIES 

Related parties comprise of the Holding company, directors and key management personnel of the Company. Remuneration to the key 
personnel is determined in accordance with the terms of their appointments. All transactions involving related parties arise in the normal 
course of business. Transactions with the key management personnel are made under their terms of employment I entitlements. 

30.1 The details of transactions with related parties, other than those which have been specifically disclosed elsewhere in the financial 
statements are as follows: 

2022 2021 

(Rupees in '000)  

Transactions with related parties 
Reimbursement of expenses of Directors of the Company 
Reimbursement of expenses of Chief Executive of the Company 

Balances with related parties 
Payable to Directors of the Company 

30.2 Following is the related party of the Company: 

2,738 
2,896 

376 21 

  

Basis of association I relationship 

 

Name of related party S. No. 

5th Pillar Holdings Limited 
(A DIFC incorporated in UAE) 

31 SEGMENT INFORMATION 

Parent Company 

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



31.1 Revenue account by statutory funds 

STATUTORY FUNDS AGGREGATE 

Individual 
Family 

Group 
Family 

2022 2021 

(Rupees in 000) 

Participants Takaful Fund (PTF) 

Income 
Contribution net of retakaful 
Net investment income 
Total net income 

Less: Claims and Expenditure 
Claims 
Total claims and expenses 

Excess of Income over Claims and expenditure 

Add: Technical reserves at the beginning of the year 
Less: Technical reserves at the end of the year 
Change in technical reserves 

Surplus I (deficit) 
Movement in technical reserves 
Qard-e-Hasna contributed OSF 
Balance of PTF at the beginning of the year 

Balance of PTF at the end of the year 

Shareholders Sub Fund (OSF) 

Income 
Allocation fee 
Other Income 
Total net income 

Less: Expenditures 
Acquisition cost 
Administration expenses 
Total expenses 
Excess of expenditure over income 

Add: Technical reserves at the beginning of the year 
Less: Technical reserves at the end of the year 
Change in technical reserves 

Deficit before tax 
Taxation 
Deficit before tax 

Movement in technical reserves 
Capital Contribution during the year 
Qard-e-Hasna contributed to the Participants Takaful Fund 
Balance of OSF at the beginning of the year 

Balance of OSF at the end of the year 

Balance of Takaful statutory fund 

11,954 
126 

11,954 
126 

12 .080 12,080 

3,152 3,152 

3,152 3,152 

8,928 8,928 

(8,928) (8,928) 
(8,928) (8,928) 

8,928 8,928 

9,000 9,000 

17,928 17,928 

STATUTORY FUNDS AGGREGATE 

Individual 
Family 

Group 
Family 

2022 2021 

(Rupees in 000)  

9,850 9,850 

43 43 

9,893 9,893 

1,802 1,802 

15,716 15,716 

17,518 17,518 

(7,625) (7,625) 

(6,492) (6,492) 

(6,492) (6,492) 

(14,117) (14,117) 
4,094 4,094 

(10,023) (10,023) 

6,492 6,492 

34,000 34,000 

(9,000) (9,000) 

21,469 21,469 

30,397 30,397 - 



32 STATEMENT OF SOLVENCY 

Assets 

Property and equipment 
Intangible assets 

Investments 
Government securities 
Term deposits 

Takaful / retakaful receivables 
Deposits and other receivables 
Inter-fund balances 
Deferred tax asset 
Taxation - payments less provision 
Prepayments 
Cash and bank 
Total Assets (A) 

Total Inadmissible Assets 

(a) - (b)
(i)
U) 

(u) 

(w) 

Total Inadmissible Assets (B) 

Total Admissible Assets (C=A-8) 

Liabilities 

Takaful liabilities 
Contribution received in advance 
Retakaful payables 
Other liabilities and accruals 
Lease liability against right-of-use assets 
Total Liabilities (D) 

Total net admissible assets (E=C-D) 

Margin for solvency 

Shareholders' fund 
Statutory fund 
Solvency margins (F) 

Excess of minimum s.olvency requirements 

SHARE 
HOLDERS' 

FUND 

TAKAFUL-STATUTORYFUNDS 

Individual 
Family 

Group 

Family 
2022 

---------------------------------- (Rupees in '000) ---------------------------------

155,488 
38,638 

318,122 
110,000 

16,034 
1,177 
3,315 

10,147 
5,207 

14,052 
672,180 

1,177 
38,638 

3,315 
41,073 

-

84,203 

587,977 

-

-

-

24,814 
77,609 

102,423 

485,554 

165,000 

320,554 

-

-

-

-

-

-

-

-

-

-

11,944 
7,000 

30,753 
412 

(1,177) 
4,094 

3,323 
20,619 
76,968 

(1,177) 
-

4,094 
-

2,250 

5,167 

71,801 

21,697 
342 

27,648 
3,304 

-

52,991 

18,810 

9,112 

9,698 

155,488 
38,638 

330,066 
117,000 

30,753 
16,446 

7,409 
10,147 

8,530 

34,671 
749,148 

-

38,638 
7,409 

41,073 
2,250 

89,370 

659,778 

21,697 
342 

27,648 
28,118 
77,609 

155,414 

504,364 

165.000 I
9,112 _ 

174,112 

330,252 



Assured at the end of 2022 
Total benefits assured 

After retakaful Before retakaful 

% 
(Rupees in 

000) 
(Rupees in 

000) 

33 MANAGEMENT OF TAKAFUL AND FINANCIAL RISK 

The Company is responsible for managing contracts that result in the transfer of Takaful and Financial Risk from the Participant to the respective 
PIE. This section summarises the risks and the way the Company manages them, as part of the Company's Takaful Operations. 

Takaful risk 

The PTF issues takaful contracts that are classified in the following segments: 

- Individual Family Takaful 
- Group Family Takaful 

33.1 Individual family takaful 

These risks are managed along similar lines as explained for individual family unit linked business. 

a) Frequency and severity of claims 

Concentration of risk is not a factor of concern due to spread of risks across various parts of the country. However, undue concentration by amounts 
could have an impact on the severity of benefit payments on a portfolio basis. However, a risk of concentration of risk on any one Participant of the 
PTF still exists. The Company caters to this risk by entering into suitable Retakaful arrangements. The Company charges for mortality risk (credited 
to the PTF) on a monthly basis for all Takaful contracts without fixed term. 

Moreover, the Company manages these risks through its underwriting strategy and the results are revised quarterly by the Underwriting and 
Retakaful Committee. 

The table below presents the concentration of covered benefits across five bands of benefits covered. The benefit covered figures are shown gross 
and net of the retakaful contracts described above. 

The amounts presented show total exposure of the PTF including exposure in respect of supplemental benefits attached to the main membership. 

Benefits assured per life 

Rupees 

0-200,000 0.00% - 0,00% 

200001 -400,000 - 0.00% 0.00% 

400,001 - 800,000 - 0.00% 0.00% 

800,001 - 1,000,000 0.00% 0.00% 

More than 1,000,000 - 0,00% 0.00% 

Total 0.00% 0.00% 

b) Source of uncertainty in the estimate of future benefits payments and contributions receipts 

Uncertainty in the estimation of future benefit payments and contribution receipts for long term takaful contracts arises from the unpredictability of 
long-term changes in overall levels of mortality and variability in Participants' behaviour (this primarily impacts persistency). 

c) Process used to decide on assumptions 

- Mortality: The expected mortality is assumed at 85% of 1975.80 US SOA Select and Ultimate Mortality Table. 

- Persistency: A periodic analysis of the Company's recent and historic experience is performed and persistency is calculated every month. 
Persistency rates vary by products and more importantly the sales distribution channel. 

- Expense levels and inflation: A periodic study is conducted on the Company's current business expenses and future projections to calculate 
per membership expenses. Expense inflation is assumed in line with assumed investment return. 

- Investment returns: The investment returns assumptions are based on the assets backing the portfolio. 

d) Changes In assumptions 

There has been no change in assumptions. 

33.2 Group Life Family Takaful 

The main risk written by the Company is mortality The Company may be exposed to the risk of unexpected ctaim severity or frequency. This can be 
a result of writing business with higher than expected mortality (such as mining or other hazardous industries), writing high cover amounts without 
adequate underwriting, and difficulty of verification of claims, fraudulent claims or a catastrophe. The Company also faces risk such as that of under-
pricing to acquire business in a competitive environment and of non-receipt of contribution in due time. 



The Company manages these risks through its: 

a) Pricing and Underwriting: 

All products of this nature are prepared by the Group Underwriting Department along with input from relevant sales team members which is then 
reviewed by the Appointed Actuary. 

Pricing is done in line with the actual experience of the Company, The contribution charged takes into account the actual experience of the client and 
the nature of mortality exposure the group faces. 

At the same time, due caution is applied in writing business in areas of high probability of terrorism. The Company ensures writing business with 
good geographical spread and tries to maintain a controlled exposure to large groups which generally have poor exposure. 

Furthermore, the Company also maintains various MIS that are shared with relevant management to track the adequacy of the contribution charged. 

Also, Underwriting & Retakaful Committee reviews the underwriting performance of the Company on a quarterly basis. 

b) Retakaful: 

Retakaful agreements are in place to limit the mortality exposure. Underwriting & Retakaful Committee reviews every quarter the performance of the 
treaties to ensure that adequate retakaful coverage is in place. 

c) Claims handling policy: 

The Company has procedures in place to ensure that payment of any fraudulent claims is avoided. Detailed investigation of all material and 
apparently doubtful claims is conducted. Moreover, Claims committee has assigned claims process authority limits for processing of claims. Claims 
committee meets on a quarterly basis to review the claims departments performance and to make sure that adequate claims controls are in place. 

d) Frequency and severity of claims: 

The Company measures concentration of risk by its exposure to catastrophic events. Concentration of risk arising from geographical area is not a 
factor of concern due to spread of risks across various parts of the country. To mitigate risk accumulation resulting from catastrophic events, the 
Company maintains a catastrophe excess of loss retakaful agreement which protects the waqf fund from exposure to the catastrophic events. 

Rupees 

Covered at the end of 2022 
Total takaful benefits 

Before retakaful After retakaful 

(Rupees In 
'000) 

% 
(Rupees in 

'000) 
% 

0-500,000 12,584,900 44.15% 6292,450 71 .90% 

500,001-1.000,000 1,100,350 3.86% 550,175 6.29% 

1000,001-1,500,000 632,200 2.22% 241,550 2.76% 

1,500,001-2,000,000 56,828 0.20% 14,750 0.17% 

2,000,001-2,500,000 34,031 0.12% 8,000 0.09% 

Morethan2,500,000 14,092,509 49.45% 1,644,226 18.79% 

Total 28,500,818 100.00% 8,751,151 100.00% 

e) Sources of uncertainty in the estimation of future benefits payments and contribution receipts: 

Other than conducting a liability adequacy for unearned contribution reserve, there is no need to estimate mortality for future years because of the 
short duration of the contracts. 

f) Process used to decide assumptions 

Where data is sufficient to be statistically credible, the statistics generated by the data is assigned appropriate credibility factors to account for the 
group's experience. 

h) Changes in assumptions 

There has been no material change in assumptions 

i) Sensitivity analysis 

The table below shows the level of respective variation in liabilities for change in each assumption while holding all other assumptions constant. 

Change in Increase in 
variable Liability 

2022 
Rupees in '000 

Worsening of mortality rates 10% 1,040 

Increase in reporting lag 10% 500 



34 Financial risk management 

The Board of Directors of the Company has overall responsibility for the establishment and oversight of the Company's risk 
management framework. The Company has exposure to the following risks from its use of financial instruments: 

- Credit risk 

- Liquidity risk 
- Market risk 
- Foreign currency risk 

Risk management framework 

The Board of Directors meets frequently throughout the year for developing and monitoring the Company's risk management policies. 
The Company's risk management policies are established to identify and analyse the risks faced by the Company, to set appropriate 
risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed regularly to 
reflect changes in market conditions and the Company's activities. The Company, through its training and management standards 
and procedures, aims to develop a disciplined and constructive control environment in which all employees understand their roles 
and obligations. 

The Audit Committee oversees how management monitors compliance with the Company's risk management policies and 
procedures, and reviews the adequacy of the risk management framework in relation to the risks faced by the Company. The 
Company's Audit Committee is assisted in its oversight role by Internal Audit function. Internal Audit undertakes both regular and 
adhoc reviews of risk management controls and procedures, the results of which are reported to the Audit Committee. 

34.1 Credit risk 

Credit risk is the risk that arises with the possibility that one party to a financial instrument will fail to discharge its obligation and 
cause the other party to incur a financial loss. The Company attempts to control credit risk by monitoring credit exposures by 
undertaking transactions with a large number of counterparties in various industries and by continually assessing the credit 
worthiness of counterparties. 

34.1,1 Exposure to credit risk 

Credit risk of the Company arises principally from the investments (except for government securities), premium due but unpaid, 
amount due from other insurers I reinsurers , reinsurance recoveries. To reduce the credit risk the Company has developed a formal 
approval process whereby credit limits are applied to its policyholders and other insurers / reinsurers. The management continuously 
monitors the credit exposure towards policyholders and other insurers I reinsurers and makes provision against those balances 

considered doubtful of recovery. 

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

2022 2021 
(Rupees in '000)  

Bank Balances 34,600 4,423 

Investments in Term Deposit 117,000 600,000 

Takaful / retakaful receivables 30,753 - 

Deposits and other receivables 16,446 21,344 
198,799 625,767 

The credit quality of Company's Government securities, term finance certificates, open ended mutual funds, term deposit receipts and 
bank balances can be assessed with reference to external credit ratings as follows: 

Rating 

Agency 

 

Rating 

Short term Long term 

 

Meezan Bank Limited A- 1+ AAA VIS 

MCB Islamic Bank Limited A-i A PACRA 



As at December 31, 2022 
Level 1 Level 2 

Rupees in '000 

Level 3 

  

As at December31, 2021 

Level 1 Level 2 

Rupees in '000 

Level 3 

  

The credit quality of Company's bank balances and investment in government securities, debt securities and mutual funds is 
categorised as follows: 

Rating 
Government 

securities 
Debt 

Securities 
Open end 

mutual funds 
Term deposit 

receipts 
Bank 

Balances 
Total 

Rupees in 000) 

MA 117,000 34,600 151,600 

Not Rated 330,066 - 330,066 

330,066 117,000 34,600 481,666 

34.1.2 Fair value of financial instruments 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date. 

Underlying the definition of fair value is the presumption that the Company is a going concern without any intention or requirement to 
curtail materially the scale of its operations or to undertake a transaction on adverse terms. 

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 Pakistan Stock Exchange. 

- Fair value of mutual funds is determined on the basis of closing net assets value (NAV) per unit published by Mutual Fund 
Association of Pakistan (MUFAP). 

- Fair values of Government of Pakistan Ijarah Sukuk Certificates are derived using the PKISRV rates. 

- The fair value of all other financial assets and financial liabilities of the Company approximate their carrying amounts due to short 
term maturities of these instruments. 

34.1.3 Fair value hierarchy 

International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to classify assets using a fair value 
hierarchy that reflects the significance of the inputs used in making the measurements. The fair value hierarchy has the following 
levels: 

- Fair value measurements using quoted price (unadjusted) in an active market for identical assets or liabilities (Level 1). 

- Fair value measurements using inputs other than quoted prices included within level 1 that are observable for the asset or liability, 
either directly (i.e. as prices) or indirectly (i.e. derived from prices) (Level 2). 

Fair value measurement using inputs for the asset or liability that are not based on observable market data (i.e. unobservable 
inputs) (Level 3). 

As at December 31, 2022, the Company held the following financial instruments measured at fair value: 

Assets carried at fair value 
Available-for-sale investments  330066 117,000 

Assets carried at fair value 
Available-for-sale investments 70,014 600,000 



71 

16,446 
16,517 

71 - - - - 
34,600 34,600 - - - 

330,066 330,066 - - - 
117,000 117,000 - - - 

30,753 30,753 - - - 
16,446 - - - - 

528,936 512,419 

6,277 
27,648 
26,285 

77,609 21,829 74,105 42,583 

137,819 21,829 74,105 42,583 

6,277 
27,648 
26,285 

60,210 

34.2 Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations as they fall due. Liquidity risk 
arises because of the possibility that the Company could be required to pay its liabilities earlier than expected or difficulty in raising 
funds to meet commitments associated with financial liabilities as they fall due. The Company's pproach to managing liquidity is to 
ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed 
conditions, without incurring unacceptable losses or risking damage to the Company's reputation. The Company ensures that it has 
sufficient cash on demand to meet expected operational requirements. The Company also manages this risk by investing in deposit 
accounts that can be readily encashed. The following are the contractual maturities of financial liabilities, including interest payments 
and excluding the impact of netting agreements: 

The following are the contractual maturities of financial liabilities: 

Non-derivative 
financial liabilities 

Outstanding claims 
Retakaful payables 
Other creditors and accruals 
Lease liabilities against 

right-of-use assets 

2022 2021 

Carrying 
Amount 

Contractual 
cash flows 

upto one year 

Contractual 
cash flows 

for more than 
one year 

Carrying 
Amount 

Contractual 
cash flows 

upto one year 

Contractual 
cash flows 

for more than 
one year 

-------------- (Rupees in '000)  

6,277 6,277 
27,648 27,648 
26,285 26,285 3,695 3,695 

77,609 10,008 67,601 
137,819 70218 67,601 3,695 3,695 

34.2.1 Maturity profile of financial asset and financial liabilities 

2022 

Over one year Over five 
Non-interest 

Total Upto one year upto five years upto 
Over ten bearing 

years ten years 
years financial 

instruments 

(Rupees in '000) 

Financial Assets 
Cash 
Bank Balance 
Government securities 
Term deposits 
Takaful / retakaful receivables 
Deposits and other receivables 

Financial Liabilities 
Outstanding claims 
Retakaful payables 
Other creditors and accruals 
Lease liabilities against 

right-of-use assets 

34.3 Market risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will affect the 
Company's income or the value of its holdings of financial instruments. The objective of market risk management is to manage and 
control market risk exposures within acceptable parameters, while optimising the return. All transactions are carried in Pak Rupees 
therefore, the Company is not exposed to any significant foreign exchange risk. The Company invests in government securities and 
debt securities which are accounted for at fair value, therefore the change in market prices is shown in note 34.3.1. 



Fair value 

 

Hypothetical 
price change 

 

Estimated fair 
value after 

hypothetical 
change in 

prices 

     

Hypothetical 
increase I 

(decrease) in 
shareholders' 

equity 

Hypothetical 
increase / 

(decrease) in 
total 

corn prehensi 
ye income 

Impact on the profit and loss 

Increase Decrease 

Impact on the profit and loss 

Increase Decrease 

Rupees in '000) 

2,216 

6,744 

(2,216) 

(6,744) 

(Rupees in '000) 

2,700 (2,700) 

34.3.1 Price risk 

Price risk represents the risk that the fair value of a financial instrument will fluctuate because of changes in the market prices (other 
than those arising from profit rate risk or currency risk), whether those changes are caused by factors specific to the individual 
financial instrument or its issuer, or factors affecting all or similar financial instruments traded in the market. 

The carrying value of investments subject to equity price risk are based on market prices as of the reporting date. 

Market prices are subject to fluctuation and consequently the amount realised in the subsequent sale of an investment may 
significantly differ from the reported market value. Furthermore, amount realised in the sale of a particular security may be affected by 
the relative quantity of the security being sold. The Company has no significant concentration of price risk. 

Sensitivity analysis 

The table below summarises the Company's equity price risk as of December 31, 2022 and December 31, 2021 and shows the 
effects of a hypothetical 10% increase and a 10% decrease in market prices as at the year end. The selected hypothetical change 
does not reflect what could be considered to be the best or worst case scenarios. Indeed, results could be worse in the Company's 
equity investment portfolio because of the nature of equity markets. The impact of hypothetical change would be as follows: 

(Rupees in '000)  

2022 330,066 10% increase 363,073 33,007 33,007 

10% decrease 297,059 (33,007) (33,007) 

2021 70,014 10% increase 77,015 7,001 7,001 

10% decrease 63,013 (7,001) (7,001) 

34.4 Interest rate risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market 
interest rates. Majority of the interest rate exposure arises from investment in government securities and balances held in profit and 
loss sharing accounts with reputable banks. At the reporting date the detailed interest rate profile of the Company's interest-bearing 
financial instruments is disclosed in note 34.4.1. The table below summarises Company's interest rate risk as of December 31, 2022 
and 2021 and shows the effects of a hypothetical 1% increase and a 1% decrease in interest rates as at the year end. 

Cash flow sensitivity analysis for fixed rate instruments 

As at December 31, 2022 
Cash flow sensitivity - fixed rate financial assets 

As at December 31, 2021 
Cash flow sensitivity - fixed rate financial assets 

Cash flow sensitivity analysis for variable rate instruments 

As at December 31, 2022 

Cash flow sensitivity - variable rate financial assets 

As at December31, 2021 

Cash flow sensitivity - variable rate financial assets 



71 

30,753 
16,446 

Over ten 
years 

Non-interest 
bearing 
financial 

instruments 

47,270 

6,277 
27,648 
26,285 

60,210 

(12,940) 

2021 

Effective 
Yield! 

Interest rate 
Total 

Upto one 
year 

Over one 
year upto 
five years 

Over five 
years uptO 
ten years 

Non-interest 
bearing 
financial 

instruments 

Rupees in 000) 

34.4.1 Interest rate profile 

At the balance sheet date the interest rate profile of the Company's interest-bearing financial instruments based on their maturities is: 

Statement of financial position - 
financial instruments 

Financial Assets 

Effective 
Yield! 

Interest rate 
Total 

Upto one 
year 

Cash 71 

Bank Balance 7.00 34,600 34,600 

Government securities 8.40- 15.69 330,066 330,066 

Term deposits 14.5 117,000 117,000 

Takaful I retakaful receivables 30,753 

Deposits and other receivables 16,446 
528,936 481,666 

Financial Liabilities 

Outstanding claims 6,277 

Retakaful payables 27,648 

Other creditors and accruals 26,285 

Lease liabilities against right-of-use assets 77.609 21,829 
137,819 21,829 

Balance sheet gap 391,117 459,837 

Total yield ! interest rate risk sensitivity gap 459,837 

Cumulative yield! interest rate risk sensitivity gap 459,837  

74,105 

2022 

Over one 
year upto 
five years 

385,732 

(Rupees in '000) 

(74,105) (42,583) 

(74,105) (42,583) 

74,105 
42,583 
42,583 

343,149 343,149 

Statement of financial position - 
financial instruments 

Financial Assets 

Cash 
Bank Balance 2. 50-3.00 4,423 4,423 

Government securities 8.40 70,014 70,014 

Term deposits 14.5 600,000 600,000 

Deposits and other receivables 21,344 21,344 

695,781 674,437 21,344 

Financial Liabilities 

Other creditors and accruals 3,6951 3,695 

3,695 3,695 

Balance sheet gap 692,086 674,437 17,649 

Total yield! interest rate risk sensitivity gap 674,437 

Cumulative yield / interest rate risk sensitivity gap 674,437 674,437 674,437 674,437 

34.5 Foreign Currency Risk 

As at reporting date, there are no material financial instruments denominated in foreign currency. Therefore, the Company is not materially 
exposed to risk from foreign currency exchange rate fluctuation. 



2022 2021 

34.6 FINANCIAL INSTRUMENTS BY CATEGORY (Rupees in '000)  

Financial assets and financial liabilities 

Financial assets 

Loans and receivables - amortised cost 
Cash and bank 34,671 4,423 

Term deposits 117,000 600,000 

Takaful / retakaful receivables 30,753 

Deposits and other receivables 16,446 21,344 

198,870 625,767 

Investments - Available-for-sale 

Government securities 330,066 70,014 

Financial Liabilities 

Amortised cost 
Outstanding claims 6,277 

Retakaful payables 27,648 

Other creditors and accruals 26,285 3,695 

Lease liabilities against rig ht-of-use assets 77,609 
137,819 3,695 

35 CAPITAL MANAGEMENT 

The Company's goals and objectives when managing capital are: 

To comply with the minimum paid-up capital requirements as prescribed by SECP; 

To safeguard the Company's ability to continue as a going concern so that it can continue to provide returns 
for shareholders and benefits for the other stakeholders; 

To provide an adequate return to shareholders by pricing insurance contracts commensurately with the level 

of risk; 

- Maintain strong ratings and to protect the Company against unexpected events / losses; and 

To ensure a strong capital base so as to maintain investor, creditor and market confidence and to sustain 
future development of the business. 

As prescribed by SECP, the Company is required to maintain the minimum capital and to comply with the solvency 
requirements both for Shareholders' and Statutory Funds in accordance with the Insurance Ordinance, 2000 and 
the Insurance Rules, 2017 (previously the SEC (Insurance) Rules, 2002 as amended by S.R.O. 16 (1)/2012 dated 
January 9, 2012), with which the Company is in compliance. 

36 CORRESPONDING FIGURES 

Corresponding figures have been re-arranged or re-classified, wherever necessary. There has been no significant 

reclassification during the year. 

37 SUBSEQUENT EVENTS 

37.1 Subsequent to the year end, the Company incorporated a subsidiary on January 10, 2023 namely '5th Pillar Travel 
(Private) Limited. The said event is a non-adjusting event as per lAS 10 "Events after the Reporting Period" and 
therefore not reported in these financial statements. 
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