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INDEPENDENT ASSURANCE REPORT

on the Statemcnt of Management’s Assessment of Compliance with the Shariah Principles

To the Board of Directors of State Life Insurance Corporation of Pakistan

We wete engaged by the Board of Directors of State Life Insurance Corporation of Pakistan ("the
Corporation") to report on the management's assessment of compliance of the Window Takaful
Operations ("Takaful Operations") of the Corporation, as set out in the annexed statement prepared
by the management for the yeat ended December 31, 2021, with the Takaful Rules, 2012, in the form
of an independent reasonable assurance conclusion about whether the annexed statement reflects the
status of compliance of the Trkaful Opetations with the Takaful Rules, 2012, in all material respects.
This engagement was conducted by a multidisciplinary team including assurance practiioners and
independent Shatiah scholars.

Applicable Criteria

The ctiteria for the assurance engagement against which the annexed statement has been assessed
comptises of the Takaful Rules, 2012, issued by the Securities Exchange Commission of Pakistan
(SECP).

Management’s Responsibilities

The management of the Cotporation ate responsible for the preparation and designing, implementing
and maintaining internal controls televant to the preparation of the annexed statement that is free

from material misstatement, whethetr due to fraud or error. It also includes ensuting the overall
compliance of the Takaful Operations with the Takaful Rules, 2012.

The management of the Corporation are also responsible for preventing and detecting fraud and for
identifying and ensuring that the Takaful Operations comply with laws and regulations applicable to
its activities. They ate also responsible for ensuting that the management, where approptiate, those
charged with governance, and personnel involved with the Takaful Operations compliance with the
Takaful Rules, 2012 are propetly trained, systems ate propetly updated and that any changes in
teporting encompass all significant business units.

Our Independence and Quality Control

We have complied with the independence and other ethical requirements of the Code of Ethics for
Chartered Accountants issued by the Institute of Chartered Accountants of Pakistan, which is founded
on fundamental principles of integrity, objectivity, professional competence and due care,
confidentiality and professional behaviot.
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The fitm applies International Standard on Quality Control 1 "Quality Control for Firms that Petform
Audits and Reviews of Historical Financial Information, and Other Assurance and Related Services
Engagements" and accordingly maintains a comprehensive system of quality control including
documented policies and procedures regarding compliance with ethical requirements, professional
standards and applicable legal and tegulatory requitements.

Our responsibilities and summaty of wotk performed

Our responsibility is to examine the annexed statement and to report thereon in the form of an
independent reasonable assurance conclusion based on the evidence obtained. We conducted our
engagement in accordance with International Standard on Assurance Engagements (ISAE) 3000,
“Assurance Engagements Other Than Audits ot Reviews of Historical Financial Information” issned
by the Intetnational Auditing and Assurance Standards Boatd. That standatd tequites that we plan
and petform out procedutes to obtain reasonable assutance about whether the annexed statement
presents teflects the status of compliance of the Takaful Operations with the Takaful Rules, 2012, in
all material respects.

The procedures selected depend on our judgment, including the assessment of the risks of material
non-compliances with the Takaful Rules, 2012, whether due to fraud or error. In making those risk
assessments, we have considered internal conttol relevant to the Takaful Operations’ compliance with
the Takaful Rules, 2012, in otder to desipn assurance procedutes that are apptoptiate in the
circumstances, but not for the purposes of expressing a conclusion as to the effectiveness of the
Cotporation's internal control over the Takaful Operations' compliance with the Takaful Rules, 2012.

A system of internal control, because of its nature, may not prevent or detect all instances of non-
compliance with Takaful Rules, 2012, and consequently cannot provide absolute assurance that the
objective of compliance with Takaful Rules, 2012, will be met. Also, projection of any evaluation of
effectiveness to futute petiods is subject to the risk that the controls may become inadequate ot fail.
Reasonable assutance is less than absolute assurance.

In this connection, we have designed and performed necessaty verification procedures on various
financial arrangements, contracts, classes of transactions and related policies and procedures based on
judgmental and systematic samples with regard to the compliance with the Takaful Rules, 2012 and
Shariah guidelines issued by the Shatiah Advisor of the Company. In petforming our audit procedures

necessary guidance on Shariah matters was provided by independent Shariah scholats.

Our conclusion has been formed on the basis of, and is subject to, the matters outlined in this repozt.
We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for out

conclusion.
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Conclusion

In our opinion, the annexed statement, for the year ended December 31, 2021, presents fairly the
status of compliance of the Takaful Opetations with the Takaful Rules, 2012, in all material respects.

Baod= Tin ke Ajm A o S

Grant Thornton Anjum Rahman BDO Ebrahim & Co
Chartered Accountanis Chartered Accountants
Karachi

Date: April 28, 2022



Management’s Statement of Compliance
with the Shariah Principles

The financial arrangements, contracts, and transactions entered into by State Life Insurance
Corporation ~ Window Takaful Operations for the year ended December 31, 2021 are in
compliance with the Takaful Rules, 2012.

Further, we confirm that:

i. The Corporation has developed and implemented all policies and procedures in accordance
with the Takaful Rules, 2012 and rulings of the Shariah Advisor along with a comprehensive
mechanism to ensure compliance with such rulings and Takaful Rules, 2012 in their overall
operations with zero tolerance.

ii. The governance arrangements including the reporting of events and status to those charged
with relevant responsibilities, such as the Audit Committee/ Shariah Advisor and the Board of

Directors have been implemented.

iii. The Corporation has imparted trainings / orientations and ensured availability of all
manuals/agreements approved by Shariah Advisor/ Board of Directors to maintain the adequate
level of awareness, capacity and sensitization of the staff, management.

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

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

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

oatb-Javed Hussain
Chairman

28 APR 2022 State Life Insurance Corporation of Pakistan



Shariah Advisor’s Report to the Board of Directors

For the year ended 31 December 2021

I have reviewed the accompanying financial statements, Takaful products including all
related documents, as well as, the Participant Takaful Fund Policy, Investment Policy, Re-
Takaful arrangements and the related transactions of State Life Insurance Corporation -
Window Takaful Operations (hereafter referred to as “Takaful Operator”) for the year
ended 31st December 2021.

I acknowledge that as Shariah Advisor of State Life Insurance Corporation - Window
Takaful Operations, it is my responsibility to approve the above mentioned documents and
ensure that the financial arrangements, Re-Takaful arrangements, contracts and
transactions entered into by the Takaful Operator with its participants and stakeholders
are in compliance with the requirements of Shariah rules and principles.

It is the responsibility of the Takaful Operator to ensure that the rules, principles and

guidelines set by the Shariah Advisor and Takaful Rules 2012 are complied with, and that
all investments done, products and services being offered are duly approved by the Shariah
Advisor.

The primary objective of Shariah Advisor’s report is to inform about the Takaful Operator’s
compliance with Sharjah Guidelines, including the transactions undertaken by the Takaful
Operator during the year ended 31%t December2021 and to express his opinion on the
transactions and operational aspects of Window Takaful Operations.

Progress of the Year:
During the year under review;

State Life - Window Talkaful Operations has achieved significant successes, details of which
are as follow:

1. Alhamdulillah, State Life - Window Takaful Operations has commenced Takaful
Oeprations

2. Under the guidance of the undersigned, State Life - Window Takaful Operations has
developed & launched different Family Takaful Products, focusing on savings and
investment-based plans.

3. The existing agency distribution channel (conventional) of StateLife have performed
well and underwritten significant business in Takaful.

/



Shariah Certification:

In my opinion and to the best of my understanding based on the provided information and
explanations:

i. transactions undertaken by the Takaful Operator for the period ended 31st December
2021 were in accordance with the guidelines issued by Shariah Advisor, as well as the
requirements of Takaful Rules 2012;

ii. the investments have been made from the Participant Takaful Fund (PTF), Participant
Investment Fund (PIF) and Operator’s Fund, into Shariah Compliant avenues only,
including Islamic Banks, Sukuks and Shariah with prior Shariah approval. Further all bank
accounts related to Window Takaful Operations have been opened in [slamic Banking
Institutions (IBIs) or Islamic Branches/Windows of conventional banks with prior Shariah
approval;

iii. segregation of Window Takaful Operations is the essential part of valid Takaful
contracts. I am pleased to state that State Life - Window Takaful Operations has realized its
criticality and Alhamdulillah, all the Takaful Funds, Investments, Bank Accounts, Systems
and other related issues are kept completely separate from its conventional insurance
business, as per requirement of Shariah and Takaful Rules 2012.

iv. the transactions and activities of State Life Insurance Corporation - Window Takaful
Operations are in accordance with the Shariah principles, while considering the
accompanying financial statements of the Participants' Takaful Fund (Wagf Fund),
Participants’ Investment Fund, and the Operator’s Sub Fund (OSF).

While concluding; I state that the Shariah principles were followed in every aspect of
practical implementation of State Life - Window Takaful Operations during the year. | am
grateful to the Board of Directors of State Life, Management and all relevant departments
who cooperated with the Shariah Compliance function and provided every possible
support to ensure Shariah Compliance in our Takaful practices.

“And Allah Knows best”

Date:-25.04.2022 (i}f;/

Mufti Muhammad Has€aan Kaleem

Shariah Advisor



PROFILE OF MUFTI MUHAMMAD HASSAAN KALEEM
Sharia Advisor State Life Insurance Corporation of Pakistan— Window Takaful
Operations

Mufti Mehammad Hassaan Kaleem sb. has completed his Dars-e-Nizami (8 years Alim course) +
Takhassus (3 year Mufti course) from Jamia Darul Uloom Karachi. He is a renowned figure in the
field of Shari’ah, particularly in Islamic Finance. He is currently acting as a member of Shari'ah Board and
Country Head of Shari'ah in Dubai Islamic Bank Pakistan Limited. He holds vast experience in
matters of Shari’ah teachings and advisory as he has been teaching various courses in Islamic Studies and
Arabic at Jamia Dar-ul-Uloom, Karachi for the last 17 years.

Contributions in the field of Takaful industry:

He has the distinction of being one of the earliest proponents of Wakala-Waqf model in the
Takaful industry of Pakistan, under the guidance of Mufti Muhammad Taqi Usmani shb. Being
one of the pioneer members of this industry, he has been instrumental in the growth of Takaful not only
in Pakistan but across the globe.

Related affiliations:

Ex-Chairman, Shari’ah Board of Securities & Exchange Commission of Pakistan (SECP)
Shari’ah Board Member of Pak Kuwait Takaful Company Ltd, Pakistan

Shari’ah Board Member of Pak Qatar Family Takaful Ltd, Pakistan

Shari’ah Board Member of Hanover Re Takaful Bahrain

Shari*ah Board Member of Takaful Emirate UAE

Shari’ah Consultant for Deloitte (Global Islamic Finance Team)

Moreover, he is also affiliated with:

Shari’ah Board Member of Amana Bank Limited, Sri Lanka
*  Shari’ah Council Member of Al-Ameen UBL Funds
Shari’ah Advisor of Pakistan Mercantile Exchange
Permanent faculty member of Center for Islamic Economics Karachi

Trainer of Shari’ah standards at Accounting and Auditing Organization for Islamic Financial
Institutions {AAQIFI) Bahrain
Visiting faculty member of National Institute of Banking and Finance (State Bank of Pakistan)

He is also a frequent speaker/trainer on the concept and issues related to Islamic banking and finance,
world-wide.



Shoaib Javed Hussain

STATE LIFE INSURANCE CORFPORATION OF PAKISTAN
STATEMENT OF FINANCIAL POSITION-
WINDOW TAKFUL OPERATIONS (UN-AUDITED)

AS AT DECEMBER 31, 2021
2021
Operators' Sub  Participant's Total
Fund Fund
Note eerwerrrrrneee———— (RUpEEs)=mammmmmemmaumanmnnmns

ASSETS
Property and equipment 4 3,358,010 - 3,358,010
Investments

Investment - Government Securities 5 174,886,074 - 174,886,074
Other receivables 6 7,421,388 321,094 7,742,482
Receivable from PTF/QOSF 7 51,719,173 - 51,719,173
Cash & bank 8 20,640,097 136,067,786 156,707,383
TOTAL ASSETS 258,024,743 136,388,879 394,413,622
EQUITY AND LIABILITIES
CAPITAL AND RESERVES ATTRIBUTABLE TOQ
CORPORATION'S EQUITY HOLDERS
Capital Contributed from Shareholder Fund 99,000,000 - 99,000,000
Money Ceded to Wagf Fund 1,000,000 1,000,000
Retained Earning arising from other than pasticipating (85,708,294) (85,708,294)
business (Ledger Acconnt D)
TOTAL EQUITY 13,291,706 1,000,000 14,291,706
LIABILITIES
Takaful Liabilities 9 - 75,284,242 75,284,242
Contribution received in advance - 7,983,587 7,983,587
Takaful/retakatul payables 10 - 401,877 401,877
Other creditors and accruals 1 33,710,433 - 33,710,433
Inter Account Balances 211,022,604 - 211,022,604
Payable to PTF/QSF - 51,719,173 51,719,173
TOTAL LIABILITIES 244,733,036 135,388,879 380,121,916
TOQTAL EQUITY AND LIABILITIES 258,024,743 136,388,879 394,413,622
CONTINGENCIES AND COMMITMENTS 12

The annexed notes from 1 to 22 form an integral pact of these unconsolidated financial statements.

RMAN
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DIRECTOR M

histy Sidhwa
Humayun Bashir Poustchiaty
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CHIEF EIN OFFICER
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STATE LIFE INSURANCE CORPORATION OF PAKISTAN
STATEMENT OF COMPREHENSIVE INCOME

WINDOW TAKAFUL OPERATION (UN-AUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2021

2021
Operator's Sub Participant's
Fund Fund
Note ~e-———Rupees----mucmv

Contributon revenue 106,634,518 75,542,813
Contbution ceded to retakafal - (401,877)
Net contribution revenue 13 106,634,518 75,140,936
Takaful Operator's Fee/ Wakala Fee 18 1,797,850 (1,797,850)
Mudarly Fees 19 1,242 (1,242)
Surplus before investment income 108,433,610 73,341,844
Investment Income 15 4,411,991 -
Other income 16 5,195,822 1,942,398
Net income 118,041,423 75,284,242
Net changes in takaful liabilities - 75,284,242
Acquisition expenses 17 88,161,932 =
General administrative and management expenses 14 55,244,568 -
Other charges 3,000 -
‘Total expenses 143,409,500 75,284,242
(Loss) /Profit for the year (25,368,077) ()]
Other comprehensive income - -
Total comprehensive income fot the year {25,368,077) {0)

The annexed notes from 1 to 22 form an integral part of these nnconsolidated financial statements.

CHAIRMAN DIRECTOR éﬂ CTOR CHIEF/F C OFFICER

Muhammad Rashid
i ed Hussain
Shoeih Jav PR laashi‘:‘*ouruchistyr Sidhwa



STATE LIFE INSURANCE CORPORATION OF PAKISTAN
STATEMENT OF CASH FLOWS-

WINDOW TAKAFUL OPERATION (UN-AUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2021

Operating Cash flows

(a) Takaful Activities
Takaful contributions received
ReTakaful contributions paid
Claims paid
Sutrenders paid
ReTakaful and other recoveries received
Commissions paid
Other underwriting payments, if any
Net cash flow from underwriting activities

(b) Other operating activities
Income tax paid
Other operating payments
General management expense paid
Other operating receipts
Net cash flow used in other operating activities
Total cash flow from all operating activities

Investment activities

Profit / return received

Dividends received

Payment for investments

Proceeds from disposal of investmnents

Fixed capital expenditure

Proceeds from sale of property and equipment

Total cash flow (used in}/generated from investing activities

Financing activities

Dividends paid
Total cash flow used in financing activities

Net cash flow (used in)/generated from all activities
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Note 2021
----------- (Rupees in '000)--

190,160,918

190,160,918

190,160,918

10,544,210

(139,601,920)

(129,057,710)

61,103,208

95,604,675

14.1 156,707,883




STATE LIFE INSURANCE CORPORATION OF PAKISTAN
STATEMENT OF CHANGES IN EQUITY

WINDOW TAKFUL OPERATIONS (U N-AUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2021

Balance as at January 1, 2021

‘Total comprehensive income for the year

Profit for the year

Other Comprehensive Income for the year-net of tax

Balance as at December 31, 2021

Attributable to equity holders of the Corporation

. Retained
Capital Earmin
Money contributed e fg
ceded to from arx;:ng ﬂ: om Total
waqffund  Shareholder ~ O1CF tH2R
Fusid participating
busincss
Rupees
1,000,000 09,000,000 {(60,340,216) 39,659,734
- - (25,368,077)[  (25,368,077)
1,000,000 99,000,000 (85,708,2949) 14,291,706

Note: This includes balances maintained in accordance with the requitements of Scction 35 of the Insurance Ordinance, 2000 read with Rule

14 of the Insurance Rules, 2017 (previously the SEC Insurance Rules, 2002) to mect solvency margins, which are mandatorily maintained for
the carrying on of the life insurance business.

The annexed notes from 1 to 22 form an integral part of these unconsolidated financial statements.

- é\ (\_/"' W
CHAI DIRECTOR DIXECTOR CHIEF FI \j‘r@%ﬁmcau

Shoalb Javed Hussain

Humayun Bashir

Pouruchisty Sidhwa

Muhamimad Rashid




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

WINDOW TAKAFUL OPERATION-(UN-AUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2021

1
11

12

1.3

24

2,2

2.3

LEGAL STATUS AND NATURE OF BUSINESS

State Life Insurance Corporation of Pakistan (the Corporation) was incorporated in Pakistan on November 01, 1972
under the Life Insurance Nationalization Order, 1972 (LINO). The Corporation’s principal office is located ar State Life
Building No. 9, Dr. Ziauddin Ahmad Road, Karachi, It operates in Pakistan through 33 zones for individual life
business, 4 zones for group life business and in the gulf counties {comprising United Arab Enirates (UAE) and
Kuwait} through zonal office located at Dubai (UAE).

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

The Corporation was issued the certificate of authorzation 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 carrying on the takaful business, the Corporation has formed an Individual Family
Participant Takaful Fund (IFPTF) on August 18, 2017 under the Waqf deed and cede Rupees 1 million to the IFPTF.
The Wagf deed governs the reladonship of Corporation and participants for management of takaful operations.
Subsequently to the year end, the Corporation launched the Window Takaful Operations from February 2021.

BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

These financial statements for Window Takaful Operations of the Company have been prepared to comply with the
requirement of Securities and Exchange Commission of Pakistan (SECP) vide its Circular No. 15 of 2019 dated
November 18, 2019 in which Life Insurers carrying out Window Takaful Operations are required to prepare separately,
the financial statements for Family Takaful Operations as if these are carried out by a standalone Takaful Operator

These financial statements of the Window Takaful Operatons have been prepared in accordance with the accounting
and reporting standards as applicable in Pakistan, The accounting and reporting standards comprise oft

- International Financial Reporting Standards (IFS) issued by the Internatonal Accounting Standards Board
{LASB) as are notified under the Companies Act, 2017; and

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

In case requirements differ, the provisions or directives of the Companies, Act, 2017, the Insurance Otdinance,2000,
the Insurance Rules, 2017, the Insurance Accounting Repulations, 2017 and the Takaful Rules, 2012, have been
followed.

Basis of measurement

These financial statements have been prepared under the historical cost convention except as disclosed in the
accounting policies mentioned below (refer note 3).

Functional and presentation 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 Cotporation has adopted the following new standards, amendments to published standards and interpretatons of
IFRSs which became effective during the current year.

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.



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

WINDOW TARAFUL OPERATION-(UN-AUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2021
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2.5

Amendment to IFRS 4 'Tnsurance Contraces' - Applying IFRS 9 Tinancial Instruments’ with [FRS 4 addresses issuc arising from
the different cffective dates of IFRS 9 and the forthcoming new standard IFRS 17 'lnsurance Contracts’. The amendments
introduce two alternative options for entities issuing contracts within the scope of TFRS 4, notably a temporary exemption and an
averlay approach. ‘Fhe 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.

The Corporation has determined that it is eligible for the temporary exemption option since the Corporation 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 relative to the total carrying amount of all its liabilities is greater than 90 percent
and the Corporation doesn't engage in significant actvities unconnected with insurance based on historical available information.
Under the temporary exemption option, the Corporation can defer the application of 1I'RS 9 until the application of IFRS 17,

T'o determine the appropriate classification of financial assets under TFRS 9, an entity would need o assess the contractual cash
flows characteristics of any financial asset. Indeed, the contractual terms of the financial asser give rise, on specified dates, to cash
flows that are solely payments of principal and interest on the pdnacipal amount outstanding ("SPPI”) ie. cash flows that are
consistent with 2 basic lending arrangement. In a basic lending arrangement, consideration for the time value of money and credit
risk are typically the most significant clements of interest.

IFRS 9 defines the terms “principal” as being the fair value of che financial asset at initial recognition, and the “interest™ as being
compensation for (i) the time value of money, and (if) the credit risk associated with the principal amount outstanding during a
particular period of time.

“T'he tables below set out the fair values as ar the end of reporting period and the amount of change in the fair value during that
period for the following two groups of financial asscts separatcly:

a) financial assets with contractual terms that give rise on specified dates to cash flows thar are solcly payments of principal and
interest (“SPPI7Y on the principal amount outstanding, excluding any financial assct that meets the definitdon of held-for-trading in
IFRS 9, or that is managed and whose performance is evaluated on 2 fair value basis, and

202§
Fail the SPPI test Pass the SPPI test
it Change in Change in
Description TER W [ — unrealised Gain / Carrying Tmpaifriens unrea[is:;_l Gain /
loss duting the Value loss during the
year year
Cash at bank 21,530,285
Invesiment in equity securties - -
Invesiment 1n govemment sceuritics - - - 174,886,074
Investment in debt securities -
Investment in mutual funds -
Loans and other receivables 6,531,200

2021

Descrini Gross Catrving amount ol debt Inatrument that pase the SPPI test
L AA ] A 1 A | AA- AAA A [| Al 1 A2 | Uneaicd

Rupees in "000
in Debt Secunties | - ] - ] = - I |
{Invectment in Gove it | .} -] -] | L] | |
Standards, amendments to published standards and interpretations that are effective but not relevant

The othet new standards, amendments to published standards and interpretations thar 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 reporting 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 early adopted by the Cotporation

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



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

WINDOW TAKAFUL OPERATION-{UN-AUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2021

2.6

2.7

Effective Date ( Annual period

Standard or Interpretation ..
beginning on or afier )

liees in the “10 per cent’ Test for Derccognition of Iinancial Liabilitics (Amendment to January 1, 2022
IFRS %)

Onerous Contracts—Cost of Fulfilling a Contract (Amendments to 1AS 37) January 1, 2022
Property, Plant and Equipment: Proceeds before Intended Use {Amendments to TAS 16) Januacy 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 Liabilitics as Current or Non-current (Amendments to IAS 1) January 1, 2022
Deferred ‘I'nx related to Assets and Liabilities arising from a Single Transaction January 1,2023

(Amendments to 1AS 12)
Definition of Accounting Estimates (Amendments to IAS 8) January 1,2023
Disclosure Initiative—Accounting Policies Januaey 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.

Standatds, amendments and interpretations to the published standards that are not yet notified by the
Secutities and Exchange Commission of Pakistan (SECF)

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 ot after)
IFRS 1 First Time Adoption of International Financial Reporting Standards July 01, 2009
1FRS 17 Insurance Contract (Amendment to Insurance Contract) January 1, 2023

Critical accounting estimates and judgments

The preparation of these 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
reported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances, the result of
which form the basis of making the judgments about carrying 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 reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the perod in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects both current and furure

periods.
Significant areas where assumptions, estimates and judgments were exctcised in application of accounting policies relate
to:
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NOTES TO THE FINANCIAL STATEMENTS-

WINDOW TAKAFUL OPERATION-(UN-AUDITED)
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a) Classification of investments

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

b) Provision for outstanding claims (including IBNR)

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

Provision of claims incurred but not reported (IBNR) is made on the basis of acruarial valuation. Actuarial valuation is
made on the basis of past trend and pattern of reporting of claims. Actual amount of IBNR may materially differ from
the actuarial estimates.

¢) Provision for taxation

In making estimates for taxation currently payable by the Corporation, 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 contribution due but unpaid

The Corporation also considers the need 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 policyholdets ate considered.

e) Fixed assets, investment properties, depreciation and amortisation

In making estimates of depreciation / amortsation, management uses method which reflects the pattern in which
economic benefits are expected to be consumed by the Corporation. The method applied is reviewed at each financial
year end and if there is a change in expected pattern of consumption of future economic benefits embodied in the
agsets, the method would be changed to reflect the change in pattern. Such change is accounted for as change in
accounting estimate in accordance with Internatdonal 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.

The Corporation also reviews value of the assets for possible impairment on an annual basis. Any change in estimates in
future years mighe affect the carrying amounts of respective items of fixed assets with a corresponding effect on the
depreciation / amortization charge and impairment.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies and methods of computation adopted in the preparation of this financial statement
is same as those applied in the preparation of the annual financial statements of the Corpotation for the year ended
December 31, 2021 except stated below.

Window Takaful Operations
FBamily Takful Contracts

The company offers Family takaful Contracts. Family Takful Contract is an arrangementwhich restson key Shariah
principles of mutval coopetation, solidarity and well bieng of 4 community, and is based on the principles of wakala
waqf model. Under a Takaful arrangement, individuals come tgether and contribute towards the common obijective of
protecting each other against financial lossesby shaning the risk on basis of mutual assistance.

The obligation of wagqf for waqf participants' liabilities is limited to the amount available in the Waqf fund. In case there
is a deficit in the waqf Fund, the Window Takaful Operator shall grant an interest free loan (Qard e Hasna) to make
good deficit, The loan shall be repayable from the furure surpluses generated in waqf fund, without any excess of actual
amount given to It
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Repayment of Qard e Hasna shall receive priority over surplusdistricution to participant of waqf fund.
- Indiciual Family Takaful Contract Unit Linked

The Company offers Unit Linked Takaful Plans which provide Shariah Compliant financial protection and
investment vehicle to individual patticipants. These plans carry cash value and offer investment choices to the
participants to direct their investment related contributions based on their risk/return objectives. The
investment rsk is borne by the participants.

Recognition of Policy Holders' Liability/Technical reserves

a) Reserve for claims incurred but not reported - Takaful Contracts

The liability for claims - IBNR, is determined by the Appointed Actuary and is included in the technical reserves. The
IBNR is exptessed on the basis of past claims reporting patrern as a percentage of earned contribution.

b) Reserve for unearned contribution - Takaful Contracts

The unearned portion of gross contribution, net off wakala fee, is set aside as a reserve and included in the technical
reserves. Such reserve is calculated as a portion of the gross contribution of each policy, determined according to the
ratio of the unexpired period of the policy and the total period, both measured to the nearest day.

c) Conttibution deficiency reserve - Takaful Contracts

The Company maintains a provision in respect of contribution deficiency for the class of business where the unearned
contribution reserve is not adequate to meet the expected future liability, after retakaful claims and other supplementary
expenses expected to be incurred after the balance sheet date in respect of the unexpired policies in that class of
business at the balance sheet date. Provision for contribution deficiency reserve is made as per the advice of the
appoinied actuary.

Retalaful contracts held

Retakaful Contribution

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

Retakaful contribution is recorded at the dime the retakaful is ceded.

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

Retakaful Expenses
Retakaful expenses are recognised as linbilities.

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

Retakaful assets are offset against related Retakaful liabilities under the circumstances only that there is a clear legal right
of off-set of the amounts. Income or expenses from retakaful contract are not offset against expenses or income from
related Retakaful contracts as required by the Insurance Otdinance, 2000. Retakaful assets and liabilities are
derecognised when the contractual rights are extinguished or expired.

Receivable and payable related to takaful contracts
Receivables ad payables are recognised when due.

Cash and cash Equivalent

Cash and cash equivalents for the purpose of cash flow statement, cash and cash equivalents include the following:

- Cash at bank in cutrent and saving account.

- Cash and stamps in hand.

- Term deposit receipts with original maturity upto three months.

- Certificate of islamic investment with original marurity upto three months.
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Revenue recognition
Contributions
Indivudual Life family Takaful

First year, renewal and single contributions are recognised once related policiess are issued/ renewed against receipt of
contribution
Reinsurance Commission

Commission from reinsurers is recognized as revenue in accordance with the pattern of recognition of the reinsurance
contribution to which it relates. Commission, if any, under the terms of reinsurance arrangements is recognised when
the Company's right to receive the same is established.

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 setile the obligation,
and 2 reliable estimate of the amount can be made.

Impairment of non-financial assets

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

The recoverable amount is the higher of an asset's fair value less cost to sell and value in use. Value in use is ascertained
through discounting of the estmated furure cash flows using a discount rate that reflects current market 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).

Financial Instruments

Financial 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 are measured subsequently as described below:

Financial assets

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

» Loans and receivables;

» Held to maturity; and

Loans and receivables

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

Held to maturity

These include held to maturity investments that are financial assets with fixed or determinable payments and fixed
maturity and the Corporation has a positive inrent and ability to hold these investments till marurity. Afrer inital
recognition, these are carried at amortized cost.
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Impairment of financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective evidence thar 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 asser.

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

Derecognition

Financial assets are derecognized at the time when the Corporation loses control of the contractual rights that comprise
the financial assets. Financial liabiliies 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 comprehensive income immediately.

Off setting

Financial assets and liabilities are off set and the amount is reported in the statement of financial position if the
Corporation has a legal right to set-off the transactions and also intends either to setde on a net basis or to realize the
asset and settle the lability simultaneously.

Fair / market value measurements

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

(MUFAP).

Financial liabilities

For the purpose of subsequent measurement, financial liabilities are measured at amortised cost using effective interes
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.

Acquisition costs

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

Claim Expenses

Claim expenses are recognised on the date the insured event is intimated except for individual life unit linked where
daim expenses are recognised eatlier of the date the policy cease to participate in the earnings of the fund and the date
insured event is intimated

Surrenders of individual life unit linked are recognised after these have been approved in accordance with the
Company's policy.

Liability for outstanding claims is recognised in respect of all claims intimated up to the balance sheet date. Claims
liability includes amounts in relation to unpaid reported claims.

Liability for claims "Incurred But Not Reported" (IBNR) is included in policyholders' liabilities.

Takaful Operators' Fee

The shareholders of the Company manage the Window Takaful operations for the patticipants, Accordingly, the
Company is entitled to Takaful Operator's Fee for the management of Window Takaful Operations under the Waqf
Fund, to meet its general and administrative expenses, The Takaful Operator's fee, termed Wakala Fee, is recognised
upfront.
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5 INVESTMENT IN DEBT SECURITIES Note Cost Discount Carrying value
Operatorg's Subfond e Rupees wee—r-
Held to maturity
GOP fjarah Sukkuks 178,900,000 4,013,926 174,886,074
178,900,000 4,013,926 174,886,074
Operator's Sub Participants
6 OT
HERRECEIVABLES Fund Takaful Fund
2021
—mmeeeRUpgegeumese
Acerued investment income 5,440,414 =
Acerued Interest on Bank Deposit 790,787 321,094
Security Deposit 300,000 2
Franking Machine Deposit 890,188
7,421,388 321,004
7 RECEIVABLE FROM PIF f PAYABLE TO OSF
Wakala fee receivable/ (Payable) 1,797,850 1,797,850
Modarib share receivable/ (Payable) 1,242 1,242
Allocated Contribution Recuivable 49,920,081 49,920,081
51,719,173 51,719,173
8 CASH AND BANK
Cash and Cash Equivalent
-Cash in hand - -
Cash at bank
-Saving Account 8.1 20,640,097 136,067,786
20,640,097 136,067,786
8.1 These saving accounts carry profit ranging from 2.6% to 7.5% per annum.
9 TAKAFUL LIABILITIES 9.1
Participant Takaful Fund balance - 75,284,242

- 75,284,242

9.1 This comprises of surplus of Individual Family ‘I'akaful - Pasticipant "l'akaful Fund, which relates exclusively to participants of the Individual
Family ‘Iakaful Fund and is not available for distribution to shareholders. Under the Wagqf Dced of Individual Family T'akaful IFund read with
Rule 21 of Takaful Rules, 2012, the surplus arising in the Participants Sub Fund can only be distributed to the Pasticipants of that Fund based
on approval of the Appointed Actuary. The surplus has been classified under takaful linbilities as clarified by SRCP in Circular No. 15 of 2019

dated November 18, 2019.

10 Operator's Sub o '
Participant's Fund
TARKAFUL./RETAKAFUL PAYABLES Fund
2021
«~m----Rupees----—--
Rerakful Payables - 401,877
- 401,877
11 QTHER CREDITORS AND ACCRUALS
Accrued commission 26,914,801 -
Acerued expenses 6,795,632 -

33,710,433 “
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12  CONTIGENCIES AND COMMITMENT(S)

There are no contigencies and commitments related to window takaful operations.

13 NET CONTRIBUTION REVENUE Operator's Sub  Participant's
Fund Fund
2021
------- Rupeesg--m=---
Written Contribution 106,634,518 75,542,813
Less: Wakala Fee
Contribution net of wakala fee 106,634,518 75,542,813

Add: Unearned contribution reserve opening x -
Less: Unearned contribudon reserve closing

Contribution Earned 106,634,518 75,542,813

Retakaful contribution ceded - 401,877
Add; Prepaid retakaful contribution opening - -
Less: Prepaid retakaful contribution closing -

Retakaful expense - 401,877

Net Contribution 106,634,518 75,140,936
14  GENERAL ADMINISTRATIVE AND MANAGEMENT EXPENSES 2021
--—- Rupees -«
Operator's Sub
Fund
Salaries, allowances and other benefits 24,838,762
Travelling expenses 3,929,286
Advertisements and sales promotion 174,948
Printing and stationery 3,182,881
Depreciation 1,140,684
Rent, rates and taxes 4,861,560
Legal and professional charges - business related 3,015,500
Electricity, gas and water 6,905,921
Office repairs and maintenance 2,135,406
Bank charges 579
Postages, telegrams and telephone 788,289
Conference and meetings 1,254,219
Training expense 419,601
Entertainment 177,960
Allocation of expenses from PO 2,418,972
55,244,568
15 INVESTMENT INCOME Operator's Sub  Participant's
Fund Fund
2021
Income from debt securities Rupees
Held to matutity
-Return on debt securities 4,411,991 -

4,411,991 :
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OTHER INCOME
Return on bank balances 5,195,822 1,942,398
5,195,822 1,942,398
ACQUISITION EXPENSES 2021
--- Rupees ---
Operator's Sub
Fund
Remuneration to takaful intermediaries on individual policies:
- commission to agent on first year contributions 81,051,120
- other benefits to takaful intermediaries 3,600,000

Other Acquisition Cost:
- Stamp duty 3,510,812
- Initia) medical fees

88,161,032

WAKAIA FEE
Wakala fees 18.1 1,797,850
1,797,850

The Operator manages the family takaful operations for the participants and charges Rs.100/- per month for each policy.
The operator entitled for Takaful operator's fee (Wakala Fee) for the management of takaful operation under Waqf Fund to
meet its general and administrative expense.The takaful operator fee is recognised upfroat. The operator also entitile to
Investment Wakala Fee at the rate of 1.5% of Participant Investment Account Balance for managing the affairs of
Pasticipant Investment Account.

MODARIB'S FEE

Modarib's fees 19.1 1,242
1,242

The operator manages the participants' investments as a Modarib and charge 20% Modarib's share of the investment
income and profit on bank deposits earned by PTF in Saving and Child Education & Marriage Plans and 2.5% of Modarib's
shate on distributable surplus of Endowment Plan.

MANAGEMENT OF TAKAFUL RISK AND FINANCIAL RISK

The company is responsible for managung contracts that result in the transfer of Takaful and Financial Risk from the
participant to the respective PTF. This section summarizes the risk and the way the company manges them as part of
Windiw Takaful Operations.

The PTF only issues Individual Family Takaful contracts
Individual Family Takaful

The risk covered is mainly death and/or disability, The risk of death and disability will vary from region to region. The PTTF
may get exposed to poor risk due unexpected experience in terms of claims severity or frequency. This can be a result ant
selection, fraudulent claim, and catastrophe on poor persistency.

The PTF may also face the risk of poor investment return and liquidity issues on monies invested in the fund. The risk of
poor persistency can lead to an impact on the size of PTF. A larger PTF may allow for a greater degree of cross submission
of mortality «isk, increasing the probability of convergence berween the actual and mortality experience.
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The Company manages these risks through its underwriting, re-takaful, claims handling policy and other related controls, The Corporation has well-defined
medical underwriting policies, which puts a check on anti-selection.

The Company manages these risks through its underwriting, re-takaful, claims handling policy and other related controls, The Corporation has well-defined
medical underwriting policias, which puts a check on anti-selection.

On the claims handing side the Corporation has a procedure In place to ensure that payment of fraudulent claim is avoided for this purpose a claim with
variable materiality limits review/consider all claims for verification and specific and detailed investigation of all apparently doubtful claims,

Financial Risk

Liquidity sk

This is the risk of losses in the event of insufficient Jiquid assets to meet cash flows requirement for participant’s obligation. To guard against the risk, the
corporation manages its keeping in view liquidity theeshold in order to ensures abligation ace made in timely manner.

Interest rate risk

Interest mate risk to the Corporation is the risk of changes in the market interest rates reducing the overall interest on its interest bearing securities, ‘The

Corporation limits its sk by monitoring interest mates in the currencies in which cash and investment are denominated.

Market Risk

Marker risl 5 the risk thar the value of the [inancial Instrument will fuctuate as a result of change in market prices, whether those change a caused by

factors specific to the individual security or its issuer, or factors affecting all securities teaded in the market,

The company limits its risk by maintaining investments in minimat fAuctuating securities.

NUMBER OF EMPLOYEES 2021
Number of employees at the end of the year 1
Average number of employees 1

DATE OF AUTHORIZATION FOR ISSUE
The financial statements were authorised for issue on F? ?Bﬂ by board of directors of the company



