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

In the 70s, besides other ventures,
he was associated with the field of
insurance in the Middle East.

He returned to Pakistan in 1982 and
founded East West Insurance
Company Limited, our sister
concern, in 1983, Throughout the
remaining years of his life, he
remained dedicated to
development of East West, He
organized and strengthened the
company on medemn lines and, at
the same time, encouraged the
executives, field and office
personnel of the company to face
the challenges of the market with
courage, sincerity and hard work.
It was for his determined
leadership, untiring efforts, honesty
and sincerity of purpose that
Almighty Allah gifted him with such
an outstanding success that the
company became one of the largest
insurance companies of Pakistan

during his lifetime.

After taking East West Insurance
Company Limited to such heights,
it was his desire to develop an
insurance company for the life
assurance sector so that East West
Group of Companies could cater to
all insurance related needs of every
Pakistani. Unfortunately, private life
insurance companies were not
allowed to operate in the country
during his lifetime. However, when
the government permitted
aperation of life Insurance
companies in the private sector, the
sponsors of East West Insurance
Company Limited immediately
applied for a license and
commenced operations of The
Metropolitan Life Assurance
Company of Pakistan Limited in
March of 1993, In 2008, the
company changed its name to East
West Life Assurance Company
Limited in order to give a unified
look of a group with a substantial
financial base and to service the
best interest of policyholders as
well as shareholders.

Today, by the Grace of Allah, East
West Group of Companies have
become symbols of security for
thousands of their policyholders
and livelihood for their hundreds
of hard-working

personnel.

LATE MR. UNUS KHAN

Founder Chairman,
East West Group of Companies

Mr. Unus Khan was endowed with
piety, simplicity, sincerity, diligence
and affection. He will always be
remembered for his selfless
devotion to the cause of combining
profound cultural values of the
EAST with the modern
technological developments of the
WEST. In order to give perpetuity
to the late Chairman of our group,
all of us have pledged to adopt his
practices as guidelines for the
future. Our beloved Chairman left
us to join his heavenly abode on
July 27, 1988. May Allah rest his
soul in eternal peace.
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Your Dreams
Our Commitment

All of us dream the same dreams and start making
plans accordingly, but life is never short of surprises.

Let East West Life take the worry out of your savings
and insurance needs. Our comprehensive range of
life insurance, health insurance and investment
solutions let you protect your family while giving
you real peace of mind.

EAST WEST LIFE

ASSURANCE COMPANY LIMITED
A Member of East West Group of Companies
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East West Life Assurance Company
Limited was established in the year
1992 at Quetta under the name of
The Metropolitan Life Assurance
Company of Pakistan Limited after
the Federal Government's decision
to allow privately owned life
insurance companies to operate in
the country. This was done to
enable more and more Pakistani
families to benefit from the
protection and savings value of life
insurance. The company
commenced underwriting life
insurance business in March of 1993
and made successful progress in
the field of life and health insurance
businesses both on the front of
individual and corporate clients
alike.

The authorized capital of our
company is Rs. 800 million, out of
which Rs. 500.456 million is
currently paid-up. The large paid-
up capital base allows us to better
position ourselves to provide top-
notch benefit and services to our
individual and corporate clients.

The company's individual and
corporate product-line offers
security, flexibility and liquidity to
the policyholders with higher
investment returns. The company
is also in the process of developing

new individual and corporate
products commensurate with the
current investment, protection and
other needs of the insured.
Moreover, with increase in health
insurance market potential, the
company has established a
separate health division to cater the
needs of its growing clientage.

EastWest Life is a member of a large
financial group, which includes our
sister concern, specializing in
general insurance business with
over 80 branches throughout the
country, M/s East West Insurance
Company Limited. With joint paid-
up capital of more than Rs. 832.2
million and worth in billions, the
group, as a whole, has substantial
resources to meet its financial
requirements and obligations
effectively. The group has a
combined insurance business
experience of 50 years.Thus, we are
fully aware of the service needs of
insurance clients. We are making
endeavors to make our group a
one-stop solution for all insurance
needs of an individual or corporate
entity with a special focus on being
the best service provider.

East West Life's Registered Office is
in Quetta, while the operational
Head Office is in Karachi. With a

wide network of additional zonal
and branch offices throughout the
country, East West Life is equipped
to render prompt and efficient
service to its policyholders and to
the field force, it should also be
naoted that we are a member of the
Insurance Association of Pakistan
(IAP) and our share is publicly
traded at the Karachi Stock
Exchange (KSE).

The company has various re-
insurance arrangements with the
world's leading re-insurers. The risk
assumed by the company is
reinsured with these financially
sound reinsurers of international
repute, Furthermore, all of our
reinsurers are in the AA rating
category indicating "very strong”
capability to meet their financial
commitments and comfortably fall
within the secure range.
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Life takes you in many directions.

. Marriage

. Business ventures

. Grandchildren

. Retirement

And with each new pathway, your life
insurance policy should accompany
you at every step. Mehfooz Sarmaya
Plan is specifically designed to
respond to changing needs.

In addition to flexible death benefits
and premiums, the po icy offers cash
value growth potential. You can set
the amount of each premium
payment based on your policy’s death
benefit and financial objectives.

If the policy matures or you withdraw
100% of your cash value at an earlier
age, you may choose one of the
following options to receive your
accumulated amount:
. Single Lump Sum
. Life Lang Pension
. Combination of Lump Sum
Payment and Life Long Pension
After two policy years have been
completed and provided at least two
full premiums have been paid, you
can make withdrawals from your
account value to meet your cash
needs,

Benefits Payable on Death of Life

Insured

On the death of the life insured (God

forbid), provided the policy has not

lapsad, the benefit payable will be
either (i) or {ii), whichever is the higher
amount:

{i} The sum insured in respect of the
policy year in which the death
took place.

(i) The Account Value in the policy
year in which the death took place.
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Outstanding amounts due to us (if
any) against loans given shall be
deducted from any death benefit.

Sum Insured and Premium Amount === .

Escalation

Starting from the beginning of the
second policy year, the yearly
premium (excluding premiums for
supplementary contracts) and sum
insured will automatically increase
each year by 5%, This can be thought
of as a cushion against inflation. The
policyholder can opt not to increase
the premium and sum insured in the
beginning of any given policy year. If
the policyholder exercises this right
more than three times, then medical
evidence would be necessary.

Account Value

The premium paid each year less any
related expenses will be credited to
your account. Cost of insurance,
charges for management expenses
and premium for any rider attached
to your basic policy will be deducted.
The amount in your account will be
invested in secured investments. Your
account will be credited with your
share of investment income eamed
on the invested assets,

It should be noted here that the rate
of increase in your account value is
subject to the amount and timing of
your premium payment and the
investment income earned by the
Company on the invested assets, Both
of these variables are unpredictable
in the long range.
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Supplementary Riders

The following supplementary riders
can be attached to the policy:

. Accidental Death Benefit (ADB)

. Accidental Indemnity Benefit (AIB)
. Family Income Benefit (FIB)

. Term Insurance Rider (TIR)

. Major Surgical Benefit Rider (MSB)

Policy Loans

After two policy years have been
completed and provided at least two
full premiums have been paid, you
can take out a loan against the Net
Cash Value of the policy. The amount
of the loan will not be more than 90%
of the said Net Cash Value,

Partial Termination

In this plan, it is possible to terminate
a portion of the policy. The reduced
policy will continue for the remaining
term, all benefits and premiums being
proportionately reduced.

Pension From an Age of Your Choice
If the policy matures or you withdraw
100% at an earlier age, you will have
the option to take a pension from an
age of your choice in lieu of the lump
sum money. The rate of pension will
be decided at the time of maturity
according to the financial and other
conditions ruling at that time. At the
chosen maturity date, you can elect
to take a portion of your net cash
surrender value in lump sum and
apply the rest towards pension.
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Sarmaya Gold is a single premium
universal life product of choice when
lump sum cash from a regular
savings, business profits, an
inheritance, an insurance payout, a
gift or even a lottery windfall is to be
investad together with life insurance
coverage.

Sarmaya Gold is specifically designed
to offer highest cash-value growth
potential together with life insurance.
In this policy, there is no ongoing
premium commitment required, i.e.
only one premium is enough for your
policy to sustain and produce high
cash values (more investment
potential) for the full term of the
policy.

You can set the amount of premium
payment based on your policy's
death benefit and financial objectives
subject to a minimum premium
depending on your age and choice
of sum assured. The amount of single
premium cannot be less than
Rs.100,000. You can choose a sum
assured from 5% to 100% of the
amaunt of single premium,

After two policy years have been
completed, you can make
withdrawals

from your account value to meet your
cash needs, The policy will result in
much higher cash values if no
amount is taken out of the policy as
withdrawal. Hence, it Is in your best
interest not to make withdrawal from
your policy unless there is really a
genuine need,

Benefits Payable on Natural Death
of Life Insured

{i} Thesum insured in respect of the
policy year in which death {God
forbid) took place,

(i) The AccountValue in the policy
year in which the death (God
forbid) took place.

Lump Sum Additional Premium
At any time during the term of the
policy, you can pay additional lump
sum premium in your account, which
will increase the cash value. This
additional premium can also be used
to increase your sum assured, if you
wish, after certain medical evidence.

Account Value

The premium paid less any related
expenses will be credited to your
account in the first year of the policy.
Cost of insurance will be deducted
each year. Any lump sum additional
premium will be credited to your
account,

The amount in your account will be
invested in secured investments. Your
account will be credited each year
with your share of investment income
earned on the invested assets. It
should be noted here that the rate of
increase in your account value is
subject to the investment income
earned by the Company on the
invested assets, which cannot be
predicted in the long range.

partial withdrawals, by providing a
wrilten request, against the Met Cash
Value of the policy. The amount of
the withdrawal can be such that
there should be a minimum residual
balance in the account to continue
the policy. The minimum residual
balance criteria are as follows:

(a) Minimum residual balance of a
policy with initial premium
between Rs. 100,000 and Rs.
299,999, should be equal to the
initial single premium amount.

{(b) Minimum residual balance of a
policy with initial premium of Rs.
300,000 or above, should be at
least Rs. 300,000.

The policy will result in much
higher cash values if no amount is
withdrawn from the policy. Hence, it
is in your best interest not to make
withdrawal from your policy unless
there is really a genuine need,

Pension From an Age of Your
Choice

If the policy matures or you withdraw
100% of your cash value at an earlier
age, you will have the option to take
a pension from an age of your choice
in lieu of lump sum payment. The rate
of pension will be decided at the time
of maturity according to the financial
and other conditions ruling at that
time. At the chosen maturity date,

On natural death of the [ife insured  Partial Withdrawals you can elect to take a portion of your
(Gad forbid), provided the policy has  After two policy years have been net cash surrender value in lump sum
not terminated, the benefit payable  completed and provided the policy  and apply the rest towards the

will be sum of (i) and (i): has not terminated, you can make pension.
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As a parent, your child's future and
ability to fulfill your child's dreams
and aspirations is always your prime
COoONCen.

Today, providing a good education,
establishing a professional career or
even a modest wedding is expensive,
Costs are increasing rapidly. Just
imagine how much you will need
when your child takes these
important steps in lifel

East West Life's Scholar's Plan gives:

(i) Invaluable financial support to
your child.

{ii) A choice to customize an ideal
plan for your child,

{iil) Multiple opticns for multiple
benefits.

Qur Scholar's Plan is designed to
secure your child's future by giving
your child (the beneficiary) a lump
suUm amount on maturity or in case
of the payer's unfortunate demise
early in the policy term, The
premiums paid by you (less expenses
and mortality charges) are invested
by the company to provide excellent
long-term returns.

Life has innumerable surprises in
store for us. Parenthood is wonderful
and it Is such a stage, when you
experience various emotions never
thought possible, At the same time,
parenthood also brings its own set
of apprehensions and worries,
What will your child grow up to be in
the future? Will his/her future be as
secure as you want it to be? Or more
importantly, what can you do to
make certain that his/her future is
hassle-free and secure? Don't Worry!
Mow, by planning ahead, you have

the ability to answer these questions
to your satisfaction.

East West Life's Scholar's Plan is
especially designed to enable you to
provide for higher education of your
child and take care of your future
needs in these times of spiraling
Costs,

This universal life child protection
policy can be purchased on the life
of the father or mother (i.e. the
"Payer” of the policy), to provide for
marriage and/or education of their
child, The payer can also be a
grandparent, brother, sister, real uncle
or aunt of the child, This plan provides
for the financial well-being of the
child while offering cash value
growth potential,

Policy Maturity or Earlier
Withdrawal

If the policy matures or 100% of the
cash value Is withdrawn at an earlier
age, the policyholder will have to
choose one of the following options
to receive their accumulated amount:

Single Lump Sum

Life Long Penslon

Combination of Lump Sum
Payment and Life Long Pension

Benefits Payable on Maturity of the
Policy

On survival of the both lives insured,
i.e, the payer and the child, up to the
maturity date, the Net Cash Value
shall be payable, The Net Cash Value

Reserve of the policy LESS
outstanding amounts due to us for
loans given (if any).

Benefits Payable on Death

God Forbid, if the payer dies before
the maturity date, the premiums shall
cease and the following benefits shafl
be payable:

(i} The Sum Insured or the Net Cash
Value (whichever is higher) shall
be payable on the maturity date
of the palicy. Sum Insured here
means the sum insured at the
time of death of the payer (God
forbid).

(i} 10% of initial sum insured (i.e.
sum insured at policy issue) will
be paid per year to the child from
the date of death of adult life
(God forbid) to the maturity date
in monthly installments.

The first monthly payment shall fall
due on the first day of the calendar
month immediately after the date of
death. The last monthly payment
shall fall due on the first day of the
calendar month immediately before
thie maturity date or when the payer
would have turned 70.

Certain benefits are also payable in
case of the child's death (God Forbid)
during the Policy Period.

Annual Report 2012
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Accidents are the leading cause of
death for people under the age of 40
and the 5th leading cause for people
of all ages. Most people may not think
about additional insurance in the
event of an accident. Accident
insurance can help pay family
expenses in the event of serious
injury, disability, hospitalization or
death as a result of an accident (God
forbid).

Personal Accident insurance is an
affordable supplement ta life
insurance. Accident insurance is
important because it can help close
the coverage gaps left by other
insurance coverage programs, which
usually has Accident insurance
limitations.

With East West Life's Personal
Accident Policy, a small premium
can protect you from major financial
crisis in case of accident. Together
with Accidental Death Benefit,
our product also offers Accidental
Dismemberment & Disability
Coverage and Reimbursement of
Accidental In-Hospital Expenses.
Our unigue three-tier policy
provides financlal protection from
the following most unfortunate
consequences of an accident:
. Death (God forbid),

Hospital Expenses, and

Disability.

The description of benefits under
each tier is given belaw:

Accidental Death

In case of one’s Accidental Death
(God forid), we will pay a lump-
sum amount to the designated
nominee(s). This amount can be
useful for the family's financial well-
being.

Jr—

In-Hospital Accidental Medical
Expense

One of the major reasons for mental
distress in case of hospitalization is
heavy medical expenses. These
expenses are increasing everyday and
good medical services are becoming
unreachable for normal middle class
or even wealthy people. The medical
expenses in case of hospltalization
due to an accident are sudden and
most of us are not prepared for such
an expense, In case of an unfortunate
event, you can always look towards
East West Life. We can provide you
with financial assistance when it is
needed the most. By paying part of
your accidental hospitalization
expenses, we can share some of your
distress. Total payment under this
tier can be up to 20% of the principal
sum assured.

The Accidental Disability benefits are
as follows:

Loss or Disability

Loz of Life
Los of twa of mone Limbs

Totasl and imecoverable loas of all sightin bath Eyes

Total and imecoverable loss of all sight in one Eye and loss of
ane Limb by amputation at or above Wrist or Ankde

Loss of one Limb by amputation 21 or above Wrist of Ankde

Total and Irecoverable los of sight in one Eve

Loss of Thumit: and index finger of either hand by amputation

a1 or above the meadarpophalangeal joins
Ternparary Total Disability
{unable to perform duthes of occupation)

Pariial Disalulity (unabie to perform major part of duties of

accupation)

Permanent, total and continuous disability {unable 1o do
empioyment for wage or engage In any oorupation)

Accidental Disability

Suffering a disabling accident can
take a heavy toll on every aspect of
your life. Qur Accidental Disability
Insurance will help you and your
family financially with lump sum or

monthly payment depending upon
the nature of the accidental disability.

It provides coverage for
dismemberment, loss of sight,
hearing, speech, etc., along with
permanent and terporary as well as
total and partial disability caused by
an accidental injury.

By Paying A Small Premium,
You Can Secure Your Life From Major
Aspects of Accidental Losses!

Indemnity Benefit

The Full Sum Insuaned
Thie Full Sum Insuned
The Full Sum Insured
Thie Full Sum Insmansd

Ore-Hall of the Sum Insured
One-Third of the Surn Insured
One-Fourth of the Sum Insured
Weskly Indemnity
Oinee-Fourth of the Weekly Indemnity

Annwal payment of 10% of sum insured
payabie monthéy
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Life insurance provides a degree of
financial protection against the
uncertainty of death and can help
survivors (dependents) achieve
specified financial objectives.

Accidents are sudden and can lead
to financial crisis, if you are not
prepared. Accidents can cause
sudden death or disability of the
primary earning member of the
family, which can cause serious
financial consequences for the family
because of the great level of
dependence on his or her earnings.

Need for Regular Monthly Income
Only in Case of Accidental Death
and Disability (God Forbid)

Life assurance is needed to provide
for long and short term income
needs. In particular, these would
include the need to pay installments
of outstanding loans and/or
mortgages; there would also be the
need to provide a long term income
for the surviving spouse and short
term income for children or other
dependants.

You can rely on our Accident
Protection Plan to provide regular
monthly income to you and your
family to meet the basic necessities
of life in case one dies by an accident
(God Forbid) or becomes disabled by
an accident (God Forbid). In addition
to basic need of food, clothing and
shelter, the income {being paid in
case of an accident) can also be used
for education of your children and
ever growing medical needs.

Regular Monthly Income Only In
Case of Accidental Death and
Disability (God Forbid)

Rather than providing lump sum
payment, East West Life's Accident
Protection Plan pays a monthly
income for 10 years only in case of
death or disablement (God Forbid)
due to accident while the policy is in
force. The monthly income will

continue at the level specified in the
policy for 10 years following the
claim.

This product is particularly attractive
to those who would like to have a
fixed and regular stream of monthly
income in case of accidental death
or disability (God Forbid) and would
rather not have to worry about
complex investment decislons to
make the most of a lump sum payout.

Save Rs. 7 daily to assure your family's
monthly income in case you are not
here (God Forbid) or become incapable
to perform your duties due to an
accigent.

PROVIDE YOUR FAMILY A SECURE
FUTURE!

General Conditions

Age Limit
The age should be minimum of 18

years and maximum of 59 years at
the time of policy commencement
date.

Claim Intimation
Written notice of specified accidental
event on which the claim is based

Basic Benefit Structure
Accidental Event
Loss of LIFE

Loss of one or more LIMBS by Amputation

at above wrist or ankle

Loss of all SIGHT inboth EYES.
Loss of SPEECH

Loss of Hearing in both EARS

must be submitted to the company
within 20 days after the date of such
event.

Termination

The insurance under this contract
shall terminate at the end of a
complete policy year. Mo surrender
value is payable under this contract
in any circumstances.

ACCIDENTS ARE UNAVOIDABLE, BUT
THE GOOD NEWS I5 THAT WE CAN
REDUCE THEIR FINANCIAL IMPACT.

SALIENT FEATURES

A REGULAR MONTHLY INCOME FOR
10 YEARS OMLY IN CASE OF
ACCIDENTIAL DISABILITY, GOD
FORBID.

NO MEDICAL EXAMINATION
REQUIRED.

24/7 COVERAGE.

WOROLDWIDE COVERAGE
(irrespective of where the Accident
resulting in loss occured).

Future is Uncertian but you can secure
it with our ACCIDENT PROTECTION
PLAN!

Benefit

Monthly
Income for 10
Years only in

case of an
accidental
event stated
here

Permanent total and continuous DISABILITY

Annual Report 2012
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We are providing group life insurance
coverage for the employees of all
types of organizations. We have a
separate division for management of
group life insurance schemes. This
division is supervised by some of the
most experienced professionals in
this business. Some major highlights
of our Group Life Insurance Schemes
are glven below:

We are providing the following
benefits under the group life
insurance policy:

(a) Death Benefit
Single life sum assured is paid
under this benefit in case of death
by any cause,

(b) Accidental Death Benefit (ADB)
Under this benefit, an additional
life sum assured is paid in case of
accidental death.

(c) Accidental Total and Permanent
Disability (TPD) Benefit
Under this benefit, certain portion
of the life sum assured is paid in
case of accidental injuries.

id) Accidental Temporary
Disability Benefit
Under this benefit, fortnightly
income payments are made for
tempaorary accidental
disablement.

(e} Natural Total and Permanent
Disability Benefit
Under this benefit, certain portion
of the life sum assured is paid in
case of complete natural
disability.

(f) Matural Partial Disability
Benefit
Under this benefit, certain portion
of the life sum assured is payable
in case of partial natural disability.

{g) Diagnosis of Terminal lliness
Within this coverage, 50% of sum
assured is payable at the time of
diagnosis of terminal illness.
Remaining 50% of sum assured
will be payable at the time of
death provided that our group
policy remains in force with the
policyholder.

(h) Post Retirement Benefit
Under this benefit, the group life
coverage is extended to retiring
employees provided that the
policy stays in force withuson a
continuous basis.

(i) Bereaved Family Benefit
Under this benefit, in case of
death of any employee, we will
pay a certain amount and/or
percentage of the basic sum
assured for miscellaneous
expenses related to a person’s
death and / or burial.

These benefits are provided to all
types of establishments at extremely
competitive premium rates.

Moreover, free sum assured, Le. sum
assured without medical
examination, is allowed quite
genercusly and profit sharing for
group life contracts of 3 years or more
is provided.

Group Life Insurance of Finance
Scheme Borrowers

We are also providing death coverage
to borrowers of all types of finance
schemes, including:

# Consumer-Related Finance
Schemes

@ Home Finance Schemes

® Agricultural Finance Schemes,
etc...

® Flexible age limits are usually
provided to the barrowers
according to the criteria of the
finance scheme(s).

& High S5um Assured amounts are
provided as per the requirement
of the finance scheme(s).

The following benefits are available
for the borrowers as an add-on to the
main policy:

@ Accidental Total and Permanent
Disability Benefit, and

@ Natural Total and Permanent
Disability Benefit.

Claim settlement is very prompt and
polite (within 24 hours in most cases)
in both aur normal group life
insurance scheme and group life
coverage for finance scheme
borrowers.
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Our company is an active member in
the healthcare insurance sector, We
have an independent division for
management of the group health
insurance business. This division is
supervised by some of the most well-
trained and experienced healthcare
professionals in the industry, Some
major highlights of our group health
insurance scheme are given below:

The group health insurance policy is
broken-up into the following three
major sections:

(a) Hospitalization Insurance:
This section provides coverage
for hospital stays due to sickness
or accidental injuries. Eligible
hospitalization expenses include;
o Daily room & board charges.

Medicines & drugs.

Consultant's fees.

Surgeon's fees.

Blood & Oxygen supplies.

Anesthetist's fees,

Diagnostic tests.

Daycare surgeries/procedures.

Specialized investigations.

Operation Theater charges,

Miscellaneous charges

(ambulance charges, plaster

casts, physiotherapy, etc.)

Besides this, we also provide
coverage for the following expenses:

i. Charges for pre-hospitalization
diagnostic services, which
includes specialized
investigations (such as
Endoscopy, Angiography,
Lithotripsy, Hernia, MRT, CT Scan,
etc.), specialist's fees for
consultation, diagnostic x-ray and
laboratory tests.

ii. Charges for post-hospitalization
treatment incurred after
discharge from hospital.

ill. Hospitalization charges for pre-
existing conditions.

-

(b} Maternity Insurance:
This section provides coverage to
female employees or spouse of
male employees for hospital stay
as a result of pregnancy, which
includes normal birth, caesarean
surgery or multiple births. Eligible
maternity expenses are identical
to those listed in the
hospitalization insurance section
along with miscarriage (on
doctor's advice or accidental) and
baby's nursing care,

Beside this, charges for pre-
hospitalization diagnostic services
and post-hospitalization
treatment are also covered within
maternity insurance along with
circumncision expenses for baby
baoys. Further, separate
hospitalization coverage for
newborn babies is allowed from
the date of birth.

(c) Major Medical Expense
Insurance:
This coverage is provided under
the Hospitalization Insurance
section, which will be used in case
the hospitalization limit is fully
utilized and funds are remaining
in the annual major medical

benefit limit,

Besides the benefits listed above, the
following highlights of the health
insurance scheme are important to
note:

# Benefits included in the group
health policy are very generous
and customizable to meet the
needs of our corporate client.
Coverage is provided to all
employees of the client, their
spouses, parents and children,

& Our group health policy does not
restrict the covered individual to
visit only panel listed hospitals or
laboratories, The patient is free to
visit ANY hospital and laboratory,
Moreover, we have several
hospitals on our panel
throughout the country, which
allows our clients to get treatment
without payment. We are
continuously in the process of
enlisting additional hospitals and
laboratories on cur panel in all
major cities of the country.

& OPDTreatrnent under the
company’s optional "Stay-
Healthy™ plan is also available,
under which employees and their
dependents can obtain
healthcare services from
hundreds of panel consultants,
laboratories and pharmacies on
credit basis,

# We offer optional Electronic
Funds Transfer (EFT) service for
reimbursement claim payments
and SM5 alerts during
hospitalization and claim
processing,

@& Most importantly, we offer
prompt and polite claim payment

service.

0o EAST WEST LIFE
ASSURANCE COMPANY LIMITED
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Our Vision

Our vision is to be the
number one provider
of wide-ranging
insurance solutions
to all of Pakistan, a
goal we will attain
while observing the
principle values that
have served us well
since inception.

Our Mission

To provide high quality, competitive insurance products and services
through qualified, professional and committed salespersons.

To maintain financial strength for the benefit of our corporate and
individual insurers, shareholders, agents/salespersons and employees.

To earn and protect public trust of the communities where we live and
work by supporting good works and contributing to charities,

To create a challenging environment and develop a sense of
accomplishment for our employees through tools and training to achieve
personal growth and contribute to our organization.

To serve the nation by increasing the rate of literacy through our East
West Life Educational Security Schemes for children and their parents.

To provide the right solutions that are in tune with our customer's needs,
while facing up to the emerging challenges in the industry.

To help individuals and families financially realize their hopes and dreams
and be there when they need us most.

To develop awareness of insurance need, build confidence in the
insurance industry and also to develop the concept of saving.

To innovate and develop ideas to design new products for our valued
corporate and individual clients to effectively meet their ever-changing
needs.

Our Principle Values

- Safety and Security through expansion, developrnent and profitability.
- Exceptional and flexible product-line to meet the needs of our clients.
- Respect and consideration for our policyholders, agents and employees.
- Vision as well as action to achieve our mission,

- Integrity and honesty in every aspects of our organization.

- Community improvement through participation.

- Excellent service.

mmm

- ARSURANCE COMPANY LIMITED
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Itis vilege to place before you,
on be apl?nffl'?e Bua]:l]'dnfDirectursonf
East West Life Assurance Company
Limited, the 20th Annual Report
together with the audited financial
statements of the company for the
year ended December 31st, 2012,

THE ECONOMY

Meedless to say, 2012 was another
difficult year for the global economy.
Even the developed economies
continued a sliding trend primarily
due to the debt crises in the euro
zone, fiscal cliff issues in the US,
delicate banking sector, weak
demand warsened by high
unemployment as well as financial
austerity measures and general
inaction caused by delicately held-
together political coalition
governments. Accordingly, emerging
economies, such as Pakistan, were
affected by the overall global
economic weakness, especially those
indicators related tolowered demand
of goods.

Besides this, Pakistan's econormy has
faced various challenges during the
past few years, such as the floods of
2010, heavy rains in 2011 as well as
2012, continued negative security
scenario requiring additional
government's resources, high oil
prices, issues related to energy
shortage and low GDP investment.
Nevertheless, despite these
problems, Pakistan's economy has
continued to grow during the last
three years and per capita income
has risen. In the last fiscal year, GOP
has grown by 3.7% compared with
just 3% in the previous pericd. A very
positive aspect of this growth was
that it was distributed evenly in the
key segments, such as agriculture,
industry and the services sector.

Despite a sizable budget deficit of
8.5% of the GDE the Government has
continued strict austerity measures
and contrmlinge'rts expenditures as
evidenced by the fact that from 2009
to 2012 expenditures grew by only
14.7% while growth was at 25 5%
during the period from 2005 to 2008,
Maoreover, various subsidies have
been a key factor contributing to the

LA AT

fiscal deficit while subpar tax
collection, which is quite a bit below
the potential of the economy, is also
impeding the reduction of the deficit.
However, the Government is taking
all necessary steps and tough
decislons needed to move towards
the essential direction of debt
reduction, Furthermare, the
upcoming elections and peaceful
movement of democracy from one
government to ancther will be
essential for the improvement of
Pakistan's image in the world
hopefully resulting in increased
Foreign Direct Investment (FDU) and
lowered cost of raising funds for the
govermnment,

Unfortunately, the tough economic
situation globally as well as
domestically is continuing to slow
premium growth within the
insurance industry and leads to
unhealthy competition among
existing insurers. As a percentage of
GDP insurance penetration still
remains the lowest within our region,
hence, it is increasingly difficult to
capture business or convince outlay
for insurance from pr ive clients,
especially of life insurance.
Mevertheless, fram challenges come
opportunities and your company is
taking necessary steps to face these
hurdles while developing low cost
and high need based products that
will tap the desired customer base.

COMPANY'S FINANCIAL

PERFORMANCE

In 2012, your company has reached

some impaortant targets in its financial

results, including:

@ Group-Health Related Premium
reached Rs. 132.2 million, and

e Gross Corporate/Group Premium
Income has crossed Rs, 2032
million,

During 2012, with the grace of
Almighty Allah, the results of your
company have improved as
compared to the previous year. In this
regard, some highlights are as follows:
® The company’s total individual
life subsequent year renewal
premium base has increased by
13.8% from Rs. 22.27 million to

more than Rs, 25,34 million,
which shows the efforts being
made to achieve required
istency.
e gross corporate/group

ﬁremium base of the company

as improved satisfactorily
from Rs. 190.2 million in 2011
ta aver Rs. 203.2 milllon during
the period under review, This is
Indicative of the confidence
that our loyal customers have
given to the company's excellent
service standard.
The company continued its
remarkable growth of
corporate/group health
insurance premium during
2012 by attaining level of Rs,
132.24 million as compared to
Rs. 99.5 million in the previous
year, which is a significant
increase approaching 33% over
the year 2011,
The management's persistent
hard work to control excessive
costs in the company have
resulted in reduction of
statutory fund management
expenses by 3.5% in 2012 to Rs.
63.6 million from Rs. 65.9
million in 2011. The primary
reason for this decline is
decrease of more than 25%
within the company’s business
acquisition costs,
As a result of improved income
and reduction in expenses,
the before tax loss in the
shareholders' fund has
decreased significantly from a
loss exceeding Rs. 6£.36 million
in the previous period to Rs.
4.61 million in 2012, whichis a
reduction of 27.5%,
The company's overall
management expense has
decreased in 2012 by nearly 5%
from Hs. 84.23 million to less
than Rs. 80.2 million, which isa
decrease of over Rs. 4 million.
The company's investments
have increased substantially by
more than 8% to more than Rs.
202 million in 2012 against Rs.
186.6 million during the
previous period.

LI
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® The shareholders' fund (loss)
per share has reduced by 2
paisas or nearly 12% from loss
of 17 paisas in 2011 to only 15
paisas during the current
period.
Despite the improved results, the
company is still focusing on
improving net claim results, stricter
underwriting and further expense
control while keeping in view the
essential task of improvement in
profitability.

FUTURE PROSPECTS OF THE
COMPANY

In order to improve bottom-line
results of the company in 2013, the
company is focusing on its efforts
to further reduce management as
well as administrative expenses,
additional modifications in the field
force compensation package to
manage acquisition costs,
expansion of marketing personnel
under close supervision, use of new
business procurement channels
(such as Bancassurance),
enhancement of Human Resource
maobilization as well as utilization,
promotion of a professional
emvironment and corporate culture,
necessary modification of
departmental structures to
maximize efficiency and
enhancement of investment
management tools.

Mareover, the focus of the company's
management will be on the
following areas for the future:

@ Information Technology (IT) will
be used to introduce value-
added services with view of
customer services and business
expansion.

@ Steps are being taken to
expand business volumes
further, Espacia!iy within the
cum ny's group/corporate

ig, as this is necessary for
acl‘dmment of positive results
within corporate-related
statutory funds of the company.

@ The company is planning to
expand the commission-based

branch office model in certain
areas with close and strict
monitoring at every level of the
organization.

e The budget developed within
the company will be expanded
to be more detailed so that
business procurement and
expense management can be
better controlled from bottom-
up within the organization.

# Expand cost-benefit analysis of
company's branch offices
throughout the country with
focus on business procurement
cost control.

With a view to maximize returns for
policyholders and shareholders of
the company, the management’s
job in 2013 is to improve financial
results of the entity. The board is
certain that, despite the bleak
economic conditions being
presently experienced in the
country, the company’s
performance can improve if the
management keeps a stringent
focus on customer-services, timely
as well as friendly claim payment
service, new business procurement
opportunities, introduction of
new/unique products in the
marketplace and expenditure
management.
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The Directors of your company are
pleased to present their report
along with the Accounts and
Auditors’ Report for the year ended
December 31st, 2012,

PRINCIPAL ACTIVITY

The Company is actively engaged
in life and health insurance
business. We extend individual life
insurance and group/corporate life,
accidental and health insurance to
companies all over Pakistan.

OPERATING RESULTS

During 2012, our company's net
loss for the year has, unfortunately,
increased by Rs. 24.34 million from
a loss exceeding Rs. 15.3 million at
the end of 2011 to approximately
Rs. 39.66 million as at December
31st, 2012, This is primarily due to
drastic increase In claims expense
by more than 30% and a drop in
investment income from Rs. 33.85
million to less than Rs. 28.5 million.
The increase in claims expense has
occurred because of a higher than
expected increase in individual

claims by more than 118% as well
as increase in health-related claims
payments of more than Rs. 25
million or 26.6% as compared to
the previous period. On the positive
side, the company's expense
reduction strategies are continuing
to bear fruit by resulting in a
decrease of management expense
by nearly 5% in 2012 and the net
premium income has also increased
by approximately Rs. 2.6 million to
maore than Rs. 181.27 million at the
end of the reparting period.

Below you will find a financial comparison of several key figures between the year 2012 and 2011 for shareholders’

and statutory funds combined:

All Amounts in Rupees 2012 2011
Net Premium Income 181,272,234 178,686,939
Investment Income 28472441 33,851,073
Total Net Income 209,744,675 212,538,012
Net Claims Expense 162,132,539 124,524,654
_Net Management Expense 80,370,059 84,231,377
Total Claims and Expenditures 242,502,598 208,756,031
Excess of Income Over Claims and Expenditures {32,757,923) 3,781,981
Movement in Policyholders' Liability (4,101,664) (16,876,406}
Tax Expense (2,801,730) (2,218,754)
Net (Loss) for the Year (39,661,317) (15,313,179)
In view of the disappeointing results  standards so that the net claim and properly. Further, fund
shown above, the company's expense may be controlled. managers are being approached
management has decided to Moreover, claims processing with the task to deeply analyze the

initiate a complete restructuring of
key departments, including
underwriting, claims processing
and marketing. In this regard, the
revamping will focus on urgently
improving rating and underwriting

personnel are being
changed/rotated while new
procedures are being implemented
to make certain that each claim,
especially those related to health
insurance, is checked thoroughly

portion of the results.

company's investment portfolio to
advance the investment income
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FINANCIAL PERFORMANCE

The results of our company's accomplishments are evident in a comparison of the following key figures for 2012

versus 2011, which are indicative of its performance for the year under review:

2012 2011 % Chg.
Total Statutory Fund Net Premium Income Rs. 181,272,234 Rs. 178,686,939 1.4%
s wsAduenLTex; Rs. 25344417  Rs. 22271605  13.8%
Total Gross Corporate/Group Premium Rs. 203,204,455 Rs. 190,223,759 6.8%
Total Group Health-Related Premium Rs. 132,243,217 Rs. 99,521,005 32.9%
Statutory Fund Management Expenses Rs. 63,591,891 Rs. 65,876,803 -3.5%
Shareholders' Fund Income Rs. 12,164,975 Rs. 11,990,511 1.5%
Expenses Not Attributable to Statutor
Fands (Shareholders' Fund Expenses) Re 1677168, R 16334374 o
Shareholders' Fund Before Tax Loss (Rs. 4,613,193) (Rs. 6,364,063) -27.5%
Overall Management Expenses Rs. 80,370,059 Rs. 84,231377 ~4.6%
Investments Rs, 202,034,877 Rs. 186,588,230 83%
Shareholders' Fund Per Share Loss {Rs.0.15) (Rs.0.17) 11.8%

@ The statutory fund net premium
income has crossed Rs. 181.27
million in 2012 from Rs. 178.7
million during the previous
period, which is an increase of
nearly Rs. 2.6 million or 1.4%.
This income growth has helped
offset the company's negative
results within the Revenue
Account pertaining to the
statutory funds of the company.

o Thecompany's total individual
life subsequent year renewal
premium base has increased by
13.8% from Rs. 22.27 million to
more than Rs. 25.34 million,
which shows a sizable growth
in our portfolio and highlights
efforts being made to achieve
required persistency.

@ The gross corporate/group
premium base of the company e
has improved satisfactorily from
Rs. 190.2 million in 2011 to over
Rs. 203.2 million during the
period under review. This is
indicative of the confidence that
our loyal customers have given
to the company's excellent

attaining level of Rs. 132.24
million as compared to Rs. 99.5
million in the previous year,
which is ha' sig 2131";23 nt in;‘rease
d chin over the ar
Zmis g?'nmh has bee:E
achieved due to tireless efforts
of our marketing personnel and
continuous penetration within
large clientage base.

The management's persistent
hard work to control excessive
costs in the company have
resulted in reduction of
statutory fund management
expenses by 3.5%in 2012 to Rs,
63.6 million from Rs. 65.9 miilion
in 2011, The primary reascn for
this decline is decrease of more
than 25% within the company's
business acquisition costs.

The income within the
company's shareholders' fund
has increased by 1.5%in 2012
from Rs. 11.92 million to more
than Rs. 12.16 million as a result
of prudent investment activities
pinpointing opportunities for
high returns.

shareholders' fund expenses,
have decreased by 8.6% from
Rs. 18.35 million during the
previous period to Rs. 16.77
million in 2012.

As a result of improved income
and reduction in expenses, the
before tax loss in the
shareholders' fund has
decreased significantly from a
loss exceeding Rs. 6.36 million
in the previous period to Rs. 4,61
million in 2012, which is a
reduction of 27.5%.

The company's overall
management expenses have
decreased in 2012 by nearly 5%
from Rs. 84.23 million to less
than Rs. 80.2 million, which isa
decrease of over Rs. 4 million.

The company's investments
have increased substantially by
more than 8% to more than Rs.
202 million in 2012 against Rs.
186.6 million during the
previous period.

# The shareholders' fund (loss) per

& share has reduced by 2 paisas
sevia sangaIg. # Inline with the task of or nearly 12% fmmb%sspnf 17
® Thecompany continued its controlling excessive paisas in 2011 to only 15 paisas
remarkable growth of corporate management costs, the during the current period.
fgroup health insurance expenses not attributable
premium during 2012 by to statutory funds, i.e,
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We feel it Is important to highlight
the several “firsts” that your
company has achieved in its
financial results during 2012, which
are given below:

# Group-Health Related Premium
reaches Rs. 132.2 million, and

@ Gross Corporate/Group
Premium Income crosses Rs.
203.2 million.

The management of the company
would like to thank the Securities
and Exchange Commission of
Pakistan (SECP) for the crucial part
that the regulator plays in elevating
the image of the life and entire
Insurance industry including their
untiring efforts to advance
corporate governance,

Mareaver, it isimportant to mention
that, in October of 2012, the
company had approached
Securities and Exchange
Commission of Pakistan (SECP) to
allow our company to maintain
Shareholders' Fund and Statutory
Funds salvency margins on
December 31st, 2012 as per the
uirements previously in place

re introduction of the
amendments in SEC {Insurance)
Rules, 2002 made vide SRO
16(1)/2012 dated January 9th, 2012

rimarily due to the following
actors;

# The adverse economic situation
of the country is not
encouraging for investors to
choose insurance companies for
their investment funds in case
of aright issue.

@ The company's share value is
below par, which indicates that
a positive reply to a right share
issue cannot be expected.

# The size of our premium base
portfolio and statutory fund
volume does not require such
high solvency margins to be
instituted on our company.

@ Certain discrepancies in the
amendments were resulting in

uneven playing field between
general and life insurance
companies related to health
insurance business.

However, in February of 2013, our
application was denied by the SECP.
As December 31st, 2012 had
already passed, the company could
not take any action to rectify the
situation by injecting the necessary
funds/capital into the company to
meet the latest solvency regulations
notified by the Commission in
January of 2012, Nevertheless, in
their meeting on May 10th, 2013,
the Board of Directors of the
company have declared a right
issue so that the company can meet
the amended solvency regulations
issued by SECP through their SRO
dated January 9th, 2012.

CORPORATE AND FINANCIAL
REPORTING FRAMEWORK

The Board Is mindful of its
responsibilities as established by
the Code of Corporate Governance
issued by the Securities and
Exchange Commission of Pakistan
{SECP). Accordingly, the following
statements are given:

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

e Proper books of account of the
Company have been
maintained.

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

@ International Financial
Repaorting Standards and
International Accounting
Standards, as applicable in
Pakistan, have been followed in
preparation of financial
statements and any departure
there from has been adequately
disclosed and explained.

e Thesystem of internal control is
sound in design and has been
effectively implemented and
monitored, The Board Is
ultimately responsible for the
Company’s system of internal
control and reviewing its
effectiveness. However, such a
system is designed to manage
rather than eliminate the risk of
fallure to achieve objectives, and
by its nature can provide only
reasonable and not absolute
assurance against material
misstaternent or loss, The
process used by the Board to
review the effectiveness of
systemn of internal control
include, inter-alia, the following:
® An audit committee has
been formed. The audit
committee has written terms
of reference and reports to
the Board. It reviews the
approach adopted by the
company's internal audit
department and the scope
of and the relationship with,
the external auditors. It also
receives reports from the
internal audit department
and the external auditors an
the systemn of internal control
and any material control
weaknesses that have been
identified. Further, the
committee discusses the
actions to be taken in areas
of concern with the relevant
executive directors.

® Anorganization structure has
been established, which
supports clear lines of
communication and tiered
levels of authority with
delegation of responsibility
and accountability.

® Business strategies agreed to
divisional level are approved
by the Board. In addition,
there is an annual budgeting
and strategic planning
process. Financial forecast are
preparedquarterly and these
strategies are reviewed
during the year to reflect
significant changes in the
business environment.
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The principal features of:ontml management processes and data for the last six vears is
framework include: other significant policies. annexed.

m Evaluation and approval

@ There are no doubts upon the

® The statement of shareholding

procedures for major capital company's ability to continue in the Company as December
expenditure and other as a going concern, 31st, 2012 is included with the
transactions. Subsequent to the balance sheet Report.
date, the Board of Directors in
m Regular reporting and their meeting held on May # The value of investment in the
monitaring of financial 10th, 2013 have approved a right Pravident Fund based on the
performance of the divisions, issue to address the Solvency audited accounts as at

and the group as a whole, usi
operating statistics and monthly
mana ement accounts, which
highlight rfarmance
|rbdir_aturs and variance from
budgets and qua-rter!y forecasts.

® Review of the group's health,
safety, environment contingency

Margin requirement matter.

& There has been no material
departure from the best practices
of corporate governance as
detailed in the listing regulations
of the Karachi 5tock Exchange
iGuarantee) Limited.

# The key operating and financial

December 31st, 2012 s Rs.
11,231,453/-.

# There has been no trading
during the year in the shares of
the Company carried out by the
directors, CEG, COO0, CFO,
Compa ry, Head of
Internal udrt and their SpOUSes
and minor children,

BOARD MEETINGS
# During the year, four (4) meetings of the Board of Directors were held and attendance position was as under:
Serial Mumber of
No. MName of Director Meetings Attended
01 Chief Justice (R) Mian Mahboob Ahmad 04 out of 04
02 Mr. Maheen Yunus, CPCU 03 out of 04
03 Mr. AL K. M. Sayeed 04 out of 04
04 Mr. Maved Yunus 03 out of 04
05 Mr. Pervez Yunus 04 out of 04
06 Mr. Javed Yunus 04 out of 04
o7 Mr. Omar P. Yunus
{Mr. Shabbir Ali Kanchwala, Alternate Director) 03 outof04

Leave of absence was granted to Directors who could not attend the Board meeting.

FUTURE OUTLOOK

In 2013 and beyond, the
management of your company will
focus on restrucr.uring of several key
departments, includi I:E underwriting,
claims processing and marketing
while also concentrating on
improving internal controls as well as
constituting concrete policies to
achieve continued reduction in costs,
improve premium growth and reduce
claim expenditures. In view of such
goals, the company's management
is taking important steps shown
below in order to keep the
organization ahead within the
competitive business environment
being faced in the marketplace;

@ Strict internal controls are being
putin place to continue reduction
in management BEXpenses,

Accordingly, it is forecasted that
the company’s expense will
continue to decrease in 2013, but
at a reducing rate.

@ The individual life fleld force

compensation package and
structure are being modified once
again with assistance of
Consulting Actuary to achieve a
Just and attractive structure for
the field with the goal to strictly
keep business acquisition
expenses within allowed levels.

@ Expansion of sales force structure

and monitoring strategy by the
talented executives will be of key
importance so as to maintain
enhanced inflow of premium
especially with relation to
corporate/group marketing.

@ Enhanced efforts will be
undertaken to achieve
breakthrough within
Bancassurance business
procurement channel via
agreements with banking
institutions in order to expand
the company's premium base and
take advantage of this extremely
efficient as well as cost effective
marketing tool,

@® New policies will be constituted
for the Human Resources
department with assistance of
Human Resources and
Remuneration Committee to
enhance its efforts in appointing
knowledgeable and capable
personnel for all areas of the
company, especially
sales/marketing team, in order to
maximize results/profitability.

= =
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Continue to promote a
professional environment in the
company's based on basic
principles of ethics and growth,

Improve the company’s internal
structure to achieve early
processing of professionalized
underwriting with assistance and
co-ordination of available skilled
managers and staff.

The company will alse enhance
the role of the company's
Investment Committee and the
fund manager to further improve
the company's investment
strategy and results in line with
the latest circumstances being
experienced in the business
marketplace.

Besides taking these definite stepsin
2013 (the 215t year of the
arganization), the company will, as
always, continue its focus on further
increasing its premium procurement
with regards to individual life
marketing as well as group insurance.
In view of 2012 results, the company's
management still faces the challenge
of permanent and long-term
betterment. In connection with this
realization, the -:umlgan].r will
continue its efforts for premium
growth in all business areas, further
improvement in persistency figures
especially related to 2nd year
recoveries, sustained efforts to reduce
operating/management expenses
and advancement of customer-
ariented services. In this regard, few
areas where the management will
focus their attention in the future are
given below;

Further addition of value-added
services to our individual and
corporate clients using the
company's information
Technology (IT) department.

The implementation of controls
through customized IT solutions
in each area/level of transactions
to improve overall working of the
COMpany.

In view of the difficult economic
situation being faced globally and
within the country, your

management is certain that focus on
the above targets will result in
improvement of the financial results
while developing an improved
corporate culmThErg within the
organization. com 15 Wi
mrl.glch focused on cur ) 4
targets/direction, which, we are
confident, will be mutually beneficial
for the policyholders and
shareholders of the organization,

AUDIT COMMITTEE

The Boards' Audit Committee
comprises of the following members:
1. Chief Justice (R) Mian Mahboob
Ahmad

Maved Yunus

Pervez Yunus

AL K. M. Sayeed

Madeem Akhtar, Secretary

STATEMENT OF CODE OF
CONDUCT

The Board has adopted the statement
of Code of Conduct. All employees
are informed of this statement and
are required to observe these rules
of conduct in relation to business and
regulations.

MATERIAL CHANGES

There have been no material cha
since December 31st, 2012 and
Company has not entered into any
commitment, which would affect its
financial position at that date.

DIVIDEND

In the light of the adverse
environment in the economic sector
of the country, the Directors fee| that
no dividend can be declared for the
year ended December 31st, 2012,

PATTERN OF SHAREHOLDING
The pattern of shareholding, as
required by section 236 of the
Companies Ordinance 1984 and
Code of Corporate Governance fs
enclosed,

AUDITORS

The retiring auditors, M/s BDO
Ebrahim & Company (Chartered
Accountants), being eligible, have
offered themselves for
reappointment. The Audit Committee
has recommended their
reappointment.

LTI

ACKNOWLEDGEMENT

The directors would like to take this
opportunity to extend their gratitude
to the Securities and Exchange
Commission of Pakistan (SECP) for
their continued guidance and
support to the company's
management. The board would also
like to thank The Ministry of
Commerce and Government of
Pakistan for their efforts in uplifting
the insurance industry in the country.

The directors also wish to record their
indebtedness for the extraordinary
efforts of the able officers, staff and
field force of the company towards
its development and growth. Their
constant dedication to high ethical
standards, client service and hard
work has made your company an
important member among the
private sector life insurers,

Further, the board would like 1o
record their appreciation to the
Insurance Association of Pakistan
(1AP) for their guidance, support and
invaluable representation of our
industry. The board also wishes to
sincerely thank the company’s loyal
licyholders and corporate clients
r their constant dence and
encouragement in our organization.

Finally, thanks to the thousands of
our shareholders, whose loyalty and
dedication for the company is a
source of encouragement for us to
make East West Life a strong and
dependable financial organization
and a symbaol of security for the
marketplace.

For and on behalf of the Board of
Directors,

Maheen Tunuif

Managing Director and
Chief Executive




Key Financial Data
for the Last Six Years

REVENUE ACCOUNT
Premium - Net of Reinsurance
Interest and Other Income

Claims Less Reinsurance

Met Commission & Acquisition Cost
Other Adminkstrative Cost
Movernent In Policyholders® Liabilities
ProfitiLoss) Before Tax
Prawvision for Taxation

Profit/{Loss] After Tax

Issued, Subscribed and Paid-Up Capital
Advance Against Equity

Accumulated Surplus/Loss)

Balance of Statutory Fund

Other Liabilivies

2012 2011 2010 2009 2008 2007
181,272.234 178686939 183,761,428 154488668 107753058  G0398809
IBATIAAT 33851073 34126030 (191904243 B4410832 110087312
(A0ATAETS 212538012 ATBBTASE  (37415574) 192172890 300385211
162,132,539 124524654 109356851 94895321  VROVIO44  67,192925
15372062 20762238 37BI7S04 66544967 3130922 4606722
64997997 63469130 64837298 SABDSA1S  STADI498  3BA0SSE2

4701684 16,876,406 54,636,597 37742264 10527788 9437814
(36859587) (13094425) (46761192) (301404543) 14774738 80,543,168
(2801,7300  (2218754) (2052065 (1236332 (812697 (903,444)
‘(39661317)  (15313179) [50813357) (3016407751 13962041 79,639,724
02034877 186588230 194145842 197559818 IT6AN0401 198874547
179026416 194501337 167156454 100,490,640 139663343 276034339
3206644 37213987 42571385 50265367 46610645 26386792
413,869,537 418303554 403873781 348315835 563164389 501,295,678
SO0ASE000 500456000 S00AS6000 454960000 413600000 352,000,000
24,000,000 - - -
(411,900,536) (376330,613) (353497.796) (305591480) 1741055 20333028
239,391,980 23IRILLFI0 2I3ISBSE66 162256110 119822086 111,940,284
62,922,493 55,796 A57 42,975,911 36687,095 28,001,248 17,022,366
413869937 A1B303554 A03E73,781 348315825 563,164389 501,295678
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NOTIce O Annual General vieeting
Motice is hereby given that the 20th Annual General Meeting of the shareholders of East West Life Assurance Cumpanz
Limited will be held on Friday, May 31st, 2013 at 12:00 noon at Company's Registered Office (28, Regal Plaza, Jinna
Road, Quetta), to transact the following business.

1. To confirm the minutes of the annual general meeting held on March 31st, 2012,

2. To receive, consider and adopt the Audited Accounts for the year ended December 315t, 2012 alongwith Directors’
and Auditors' Report thereon.

3. To appoint Auditors for the year 2013 and fix their remuneration, retiring Auditor M/s BDO Ebrahim & Company,
Chartered Accountants being eligible, offered themselves for re-appointment.

SPECIAL BUSINESS
4, To ;ﬂun;ider and adopt, if thought fit, to pass with or without modification the following resolution as Special
resolution:

RESOLVED that the Company’s sought for approval by the members as required under section 208 of the Companies
Ordinance, 1984, is hereby accorded and the company be and is hereby authorized to invest the Company's funds to
the extent of 10 million rupees for acquiring fully pald-up shares at fair/negotiated price or Right shares at the issue
price of East West Insurance Company Limited an associated Company until fully utilized,

RESOLVED FURTHER

That the Chief Executive and/or any one Director of the Company be and are hereby authorized to invest/disinvest the
Company's funds at one time or from time to time as abowve and to make whaole or any part of the aforesaid investment
on such terms and condition and in any manner as they may deem fit and to take and do and/or cause to be taken or
done arév.-'all necessary actions, deed and thing which are or may be necessary for giving effect to the aforesaid resolution
and to do all acts, matters, deeds and things which are necessary, incidental and/or consequential to the investment
of the Company's funds as above,

5. To consider, adopt and if thought fit, to pass with or without modification the following resolution as Special
resolution:

RESOLVED that the paid-up capital of the company be increased from Rs. 500.456 million to Rs. 594.2915 million through
issue of Right Shares to the existing share holders in the ratio of three (3) Right Share against every sixteen (16} existing
shares held at par, i.e. @ 18.75%.

6. To transact any other business that may be placed before the meeting with the permission of the Chairman.

Statement under section 160(1){b) of the Companies Ordinance 1984 in respect of special business is being sent to the
members alongwith the notice.

Karachi Rytﬂrder of the Board

May 10th, 2013 = 4 .
Sohail Nazeer //
Company Secrgtary

NOTES:
(a) The Share Transfer Books of the Company will remain closed from May 25th, 2013 to May 31st, 2013 (both days
inclusive). No application for transfer of shares will be entertained during this period.

{b) Amember eligible to attend and vote at the meeting may appeint ancther person as his/her proxy to attend, Speak
and vote instead of him/her. Proxies in order to be ive must be received in the office of the Company’s Share
Registrar M/s Bema Associates (Pvt) Ltd. 515, EFU House, M.A, linnah Road, Karachi, not less than 48 hours before the
time for holding the meeting and must be duly stamped, signed and witnessed. A member shall not be entitled to
appoint more than one proxy.

{€) CDC account/sub account holders are requested to bring their original Computerized National Identity Cards (CNIC),
Accounts/Sub-Account Number and Participant's ID Number in the Central Depositary Company (CDC) for identification
purpose when attending the meeting, In case of a corporate entity, the Board of Directors’ resolution/power of attorney
with specimen signature of the nominee shall be produced (unless it has been provided earlier) at the time of the
meeting.

{d) Shareholders are requested to promptly notify the office of the Company’s Share Registrar, in case of any change
in their addresses,
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STATEMENT OF MATERIAL FACTS UNDER SECTION 160(1]) (b) OF THE COMPANIES ORDINANCE, 1984 REGARDING
THE SPECIAL BUSINESS

The associated investee company has paid-up capital of Rs. 331.655 million and this statement under section 160{1)(b)
of the Companies Ordinance, 1984 sets out the material facts given below of the associated investee company as
notified through SRO No. 27(1)/2012 dated January 16, 2012:

1 | Name of the Associated Investee Company East West Insurance Company Limited
Purpose, benefit and period of investment Long term equity investment to earn dividend income
as well as prospective capital gains
3 | Maximum amount of investment Investment upto Rs. 10 million (Rupees ten million only)

in the ordinary shares of the investee company.

4 | Maximum price at which securities will be acquired | Rs. 300,00 per Share

5| Maximum number of securities to be acquired Estimated 50,000 Shares
6 | Number of securities and percentage thereof held
before the proposed Investrment 2,000 shares 0.006% of investee's total shares
7 | Number of securities and percentage thereof held
after the proposed investment Estimated 52,000 shares | 0.157% of investee's total shares

8 | Average Market Price of the shares intended to be
acquired during the preceding twelve weeks in case

of listed companies Average Market Price is Rs. 203 per share
9 | Break-up value of shares intended to be acquired on
the basis of last published financial statement Rs. 14.05 per share
10 Price at which shares will be purchased Fair value at the date of acquisition of the ordinary shares

of the investee company.

11| Eamning per share of the associate company for the | 2010: Rs, 0.26 per share
last three years 2011:Rs, 1,05 per share
2012: Rs, 2.05 per share

12| Sources of funds from where securities will be
acquired The Company's own sources

13| Direct or indirect interest of directors, sponsors,
majority shareholders and their relatives in the
associate company or associated undertaking. Common Directorship

STATEMENT OF MATERIAL FACTS UNDER SECTION 160(1) (b) OF THE COMPANIES ORDINANCE, 1984 REGARDING
THE SPECIAL BUSINESS OF RIGHT ISSUE

The directors of the company in their meeting held on May 10th, 2013 have proposed for increase in paid-up share
capital for approval of the members through General Meeting. The paid-up share capital of the company be increased
from Rs. 500.456 million to Rs. 594.2915 million through issue of Right Shares to the existing share holders in the ratio
of three (3) Right Share against every sixteen (16) existing shares held at par. It is essential to raise the paid-up capital
of the company in order to meet the new amended solvency requirements of the Insurance Ordinance, 2000 and the
Insurance Rules, 2002 through SRO 16(1)/2012 dated January 9th, 2012

STATUS OF DECISION MADE IN LAST ANNUAL GENERAL MEETING FOR

INVESTMENT IN ASSOCIATED COMPANY

The last Annual General Meeting was held on March 31st, 2012 and following status is produced under regulation
number 4(2) of SRO No. 27(1)/2012 dated January 16, 2012 called the Companies (Investment in Associated Companies
or Associated Undertakings):

1| Total Investment approved Rs. 50 million (Rupees fifty million only) in the ordinary

shares of the investee company
|2 | Amount of investment made to date No investment is made till to date

3| Reason for not making investment Due to unstable political and financial condition of
country and market, company did not implement its
decision

4 | Material changes In the financial statements of There is no material change in the financial statements

Associated Investee Company of the Associated Investee Company




Statement of Comp
Governance For the Year Ended December 31, 2012

iance with the Code of Corporate

This statemnent s belng presented to comply with the Code of Corporate Governance contained In regulation number
35 listing requlations of The Karachi Stock Exchange (Guarantee] Limited and Code of Corporate Governance applicable
to listed companies issued by SECP, for the purpose of establishing a framework of good governance, whereby an
insurance company is managed in compliance with the best practices of Corporate Governance.

The company has applied the principles contained in the Code of Corparate Governance in the following manner:

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

ory Name

Independent Director -

Executive Director Mr. Maheen Yunus, CPCU

| Non-Executive Directors Chief Justice (R} Mian Mahboob Ahmad
Mr. A K. M. Sayeed
Mr, Pervez Yunus
Mr. Javed Yunus
Mr. Naved Yunus
Mr. Omar P. Yunus

The condition of clause 1(b) of the Code of Corporate Governance in relation to independent director will be
applicable after election of next Board of Directors of the company.

2. The directors have confirmed that none of them is serving as a director in more than seven listed companles,
including this Company.

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

4. Mo casual vacancy occurred in the Board of Directors during the period under review,

5. The company has prepared a "Code of Conduct”and has ensured that appropriate steps have been taken to
disseminate it throughout the company along with its supporting policies and procedures.

6. The Board has developed a vislon/mission statement, overall corporate strategy and significant policies of the
Company. A complete record of particulars of significant policies along with the dates on which they were
approved or amended has been maintained.

7. Allthe powers of the Board have been duly exercised and dedsion on material transactions including appointment
and determination of remuneration and terms and conditions of employment of the CED and other executive
directors, have been taken by the Board.

8.  The meetings of the Board were presided over by the Chairman and in his absence by a director elected by the
Board for this purpose and the Board met at least once in every quarter during the year, Written notices of the
Board meetings alongwith agenda and working papers were circulated at least seven days before the meetings.
The minutes of the meetings were appropriately recorded and circulated.

9.  Board of Directors comprised of seven directors out of which four directors have obtained "Orientation Course™
organized by recognized institutions. Six directors meet the criteria of exemption under clause (xi) of the Code
and are accordingly exempted from the Directors' Training Program (DTP).

10. The Board has approved appointment of CFO, Company Secretary and Head of Internal Audit including their
remuneration and terms and conditions of employment.




12,
13.

14,

15

16.

17.

18

19,

20,

21.

22,

23,

24,

25.

The Director's Report for this year has been prepared in compliance with the requirements of the Code of
Corporate Governance and fully describes the salient matters required to be disclosed.

The financial statements of the company were duly endorsed by CEO and CFO before approval of the Board,
The directors, CEO and executives do not hold any interest-in shares of the company other than that disclosed
in the pattern of shareholding.

The company has complied with all the corporate and financial reporting requirements of the Code of
Corporate Governance.

The Board has formed an underwriting committee. It comprises of four members of whom two are non-
executive directors including Chairman of the committee.

The Board has formed a claim settlement committee. It comprises of five members of whom two are non-
executive directors including Chairman of the committee.

The Board has formed a re-insurance committee. It comprises of four members of whom one Is a non-
executive director being Chairman of the committee,

The Board has formed a human resources and remuneration committee, It comprises of five members of
whom two are non-executive directors including Chairman of the committee,

The Board has formed an audit committee, It comprises of five members of whom tweo are non-executive
directors including Chairman of the committee,

The meetings of the audit committee were held at least once in every quarter prior to approval of interim
and final results of the company as required by the Code of Corporate Governance. The terms of reference
of the committee have been formed and advised to the committee for compliance.

The Board has set up an effective internal audit function, who are considered suitably qualified and
experienced for the purpose and are conversant with the policies and procedures of the company.

The statutory auditors of the company have confirmed that they have been given a satisfactory rating under
the Quality Control review program of the Institute of Chartered Accountants of Pakistan, that they or any
of the partners of the firm, their spouses and minor children do not hold the shares of the company and
that the firm and all its partners are in compliance with International Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by Institute of Chartered Accountants of Pakistan,

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they have
observed International Federation of Accountants guidelines in this regard.

The "close period”, prier to the announcement of inter/final results, and business decisions, which may
materially affect the market price of company's securities, was determined and intimated to directors,
employees and stock exchange.

Material/price sensitive information has been disseminated among all market participants at once through
stock exchange,

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

N\ addiy

Maheen Yunus, CPCU
Managing Director and Chief Executive




We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate
Governance for the year ended December 31, 2012 prepared by the Board of Directors of East West Life Assurance
Company Limited to comply with the Listing Regulations of Karachi Stock Exchange Limited where the Company
is listed and Code of Corporate Governance applicable to listed insurance companies, issued by the Securities and
Exchange Commission of Pakistan.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the
Company. Our responsibility is to review, to the extent where such compliance can be objectively verified, whether
the Statement of Compliance reflects the status of the Company’s compliance with the provisions of the Code of
Corporate Governance and report if it does not. A review is limited primarily to ingquiries of the Company’s personnel
and review of various documents prepared by the Company to comply with the Code.

As part of our audit of the financial statements, we are required to obtain an understanding of the accounting and
Internal control systemns sufficient to plan the audit and develop an effective audit approach. We are not required
to consider whether the Board's staterment 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.

Further, Listing Regulations of Karachi Stock Exchange require the Company to place before the Board of Directors
for their consideration and approval, related party transactions distinguishing between transactions carried out
on terms equivalent to those that prevail in arm'’s length transactions and transactions which are not executed
at arm'’s length price recording proper justification for using such alternate pricing mechanism. Further, all such
transactions are also required to be separately placed before the Audit Committee. We are only required and have
ensured compliance of requirement to the extent of approval of related party transactions by the Board of Directors
and placement of such transactions before the Audit Committee. We have not carried out any procedures to
determine whether the related party transactions were under taken at arm's length price or not.

Based on our review, nothing has come to our attention, which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company’s compliance, in all material respects, with the best
practices contained in the Code of Corporate Governance as applicable to the Company for the year ended
December 31, 2012,

KARACHI gbfl T S

DATED: May 10th, 2013 BDO Ebrahim & Company
CHARTERED ACCOUNTANTS
Engagement Partner; Zulfikar All Causer
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We have audited the annexed financial staterments comprising of:
I.  balance sheet;
il. profitand loss account;
ili. statement of comprehensive income;
iv. staterent of changes in equity;
v. cash flow statement;

vi. revenue account;

vii. statement of premiums;

vili. staterment of claims;

i, statement of expenses; and

% statement of investment income,

of EAST WEST LIFE ASSURANCE COMPANY LIMITED (“the Company”) as at December 31, 2012 together with the notes
forming part thereof, for the year then ended.

It is the responsibility of the Company’s Board of Directors / management to establish and maintain a system of internal
control, and prepare and present the financial statements in conformity with the approved International Accounting
Standards as applicable in Pakistan and the requirements of the Insurance Ordinance, 2000 (XXXIX of 2000} and the
l:-:u'rn;:qi:I rilies Ordinance, 1984 (XLVIl of 1984). Our responsibility is to express an opinion on these statements based on
our audit,

We conducted our audit in accordance with the International Auditing Standards as applicable in Pakistan, Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting policies and
significant estimates made by management, as well as, evaluating the overall financial statements presentation. We
believe that our audit provides a reasonable basis for our opinion.

Inour opinion;

a) proper books of accounts have been kept by the Company as required by the Insurance Ordinance, 2000 and the
Companies Ordinance, 1984;

b) the financial statements together with the notes thereon have been drawn up in conformity with the Insurance
Ordinance, 2000 and the Companies Ordinance, 1984, and accurately reflect the books and records of the Company
and are further in accordance with accounting policies consistently applied;

¢} the financial statements together with the notes thereon present fairly, in all material respects, the state of the
Company's affairs as at December 31, 2012 and of the loss, comprehensive loss, its cash flows and changes in
equity for the year then ended in accordance with approved International Accounting Standards as applicable
glrz?ﬁstan.ta;iadqgm the infarmation required to be disclosed by the Insurance Ordinance, 2000 and the Companies

nance,1984;

d) the apportionment of assets, liabilities, revenue and expenses between two or more funds has been performed
in accordance with the advice of the appointed actuary; and

e} Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980}, was deducted by the
Company and deposited in the Central Zakat Fund established under section 7 of that ordinance.

Without qualifying our opinion, we draw attention to Note 1.2 to the financial statements which states that the Company
has not met the solvency margin requirements prescribed by the Securities and Exchange Commission of Pakistan vide
SRO 16(1)/2012 in respect of the shareholders’ fund and each of the statutory funds. This matter casts doubt about the
ability of the Company to continue as a going concern. Note 1.2 provides details regarding management’s plan to mest
the solvency margin requirements and continue the Company as a going concern,

KARACHI B0 e

DATED: May 10th, 2013 BDO Ebrahim & Company
CHARTERED ACCOUNTANTS
Engagement Partner; Zulfikar Ali Causer
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Figures in Rupees

Aggregate  Aggregate
December 31, December 31,
w12 20m

600,000,000 600,000,000

As At December 31, 2012
Statutory Funds
Shareholders’ Ordinary Universal  Accident &
Notes Fund Life Life Health

SHARE CAPITAL AND RESERVES
Authorized Share Capital 600,000,000 - - E
Issued, Subscribed and Paid-Up

Share Capital 6 500,456,000 . . .
Accumulated Deficit 7 |1411,500,536)) | - - | )
Met Shareholders’ Equity 88,555,464 - - -
Advance Against Equity 8 24,000,000
Balance of Statutory Fund [Including

Policyholders' Liabilities Rs. 232.557
million (2011: Rs. 228,455 million)] =

500,456,000 SMASE.M;J

|{411.900,536] | [376,330,613)
88,555,464 124,125,387
24,000,000 z

29,386,243 189,821,460 19,184,277 238,391,980 238,381,710

DEFERRED LIABILITIES
Qutstanding Graruity 9 9,055 81,495 90,550 90,550
CREDITORS AND ACCRUALS
Outstanding Claims 10 (10892733 | [ 14198080| [ 2935807 | [ 280026620] [ 10,560,343 |
Premiums Received in Advance n - . 12842563 - 12,842,569 | 11075462
Taxation 4,313,298 - 4313298 | 2211000
Amount Due to Other |
Insurers/Reinsurers 12 - - 3544478 - 3,544478| | 17234856
Accrued Expenses 13 1,637,898 | 4833008 4575439 449,077 11495.422] | 10953328
Agents' Balances 14 : 28121 1332377 483,923 1844381) | 2,734,043
Other Creditors and Accruals 18 129,352 408,881 104,118 122,824 765,175 853870
6,080,548 16,162,743 36,597,021 3,991,631 62,831,943 55,592,932
OTHER LIABILITIES
Dividend Payable - . - - - 112,975
TOTAL LIABILITIES 6,089,603 45,630,481 226,418,481 23,175908 301,314,473 294,178,167
CONTINGENCIES AND
COMMITMENTS 17
TOTAL EQUITY AND LIABILITIES 118,645,067 45,630,481 226,418,481 23,175908 413,869,937 418,303,554

The annexed notes from 1 to 38 form an Integral part of these financlal statements.




CASH AND BANK DEPOSITS

Cashiin Hand

Current and Other Accounts

Deposits Maturing Within 12 Months 18

Loans Secured Against Life
Insurance Policies 53

Unsecured Advances to Employees

INVESTMENTS 19
Government Securities

Other Fixed Income Securities

Listed Equities

CURRENT ASSETS - OTHER
Premiums Due But Unpalid

Amount Due From Other
Insurers/Reinsurers

Prepayments

Sundry Recenvables 0
Ivvestment Income Accrued

Stationery

FIXED ASSETS n
Tangible
Fumiture, Fhetures, Office Equipment
and Vehicles
Intangible
Software

TOTAL ASSETS

Fund

Statutory Funds

Shareholders’ Ordinary
Life

Health

Fi

gures in Rupees

Aggregate  Aggregate
llnfv-ml Accident & pecember 31, December 31,
2011

02

- 2,447 7804 20,138
1,981,632 1,911,732 77.M3.250 M},m &2.0*9963 104,841,985
19 1 2 50,000,000
20,981,632 16,914,179 97,721,054 136,060,214 154,862,123
= 4,338,397 3,605,691 7,944,088 7914455
64,891 5159321 E 64,001 644,914 910,918
62019542 13884370 | | 117,703,785 7,257,794 200,865,591 179,008,564
) - 838,768 888,768 267,775
280,518 - . 280,518 4807 591
562,300,760 13884370 118,592,553 T.257,794  202,034877 186,588,230
5841437 4,092,389 12,856,824 22,800,650 20,702,781

- 510,104 - T 2510,104 -
675,000 * 30,000 705,000 742,500
- 1,596,562 1,877,383 1,527,600 6,001,545 8048464
1.317.599 29,500 499,411 16,250 1,862,760 1422623
499,141 s . 459,141 497473
2,491,740 9,977,603 6,499,183 15410,674 34,379,200 30,813,841
32,504,579 . 32504579 | | 3893930
302,065 302,065 274,596
32,806,644 - 32,806,644 37,213,987
118,645,067 45630481 226418481 23175908 413,868,937 418,303,554

The annexed notes from 1 to 38 form an integral part of these financial statements.
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Profit and Loss Account

For The Year Ended December 31, 2012

Investment Income Not Attributable to Statutory Funds
Return on Government Securities

Return on Other Fixed Income Securities and Deposits
Amaortization of Discount/Premium Relative to Par
Dividend Income

Gain on Sale of Investment - Net

Impairment in Investments

Net Investment Income

Other Revenue

Gain on Sale of Fixed Asset

Miscellaneous Income

Total Investment Income and Other Revenue
Expenses Mot Attributable to Statutory Funds

(Loss) Before Tax

Taxation
(Loss) After Tax

(Loss) Per Share - Basic and Diluted

21.3

22

2

25

The annexed notes from 1 to 38 form an integral part of these financial statements.
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Figures in Rupees

December 31, December 31,
202 2m
7,308,705 5,833,738
215,459 216,198
821,478 51,182
* 4,743,404
8,345,642 11,364,522
3362,089 3314,509
g 12,841,937)
11,707,731 11,837,094
344,504 153417
112,650 -
12,164,975 11,990,511
{16,778,168) {18,354,574)
(4,613,193) (6,364,063)
(2,801,730) (2,218,754}
(7,414,923) (8,582,817}
(0.15) (0.17)
M D 7k
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Statement of Comprehesive Income
For The Year Ended December 31, 2012

Figures in Rupees
mln;l‘:: n, mzn&lh:r n,
{Loss) for the Year (7.414,923) (8,582,817)
Other Comprehensive Income - -
Tatal Comprehensive (Loss) for the Year (7,414,923) (8,582,817)

The annexed notes from 1 to 38 form an integral part of these financial statements.
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Cash Flow Statement
For The Year Ended December 31, 2012

Figures in Rupees
Statutory Funds regate  Aggregate
Shareholders’ Ordinary  Universal Accident & mlrﬂ"m,mn,
Fund Life Life Health 2012 2011
Operating Cash Flows
a) Underwriting Activities 4 i :
Premium Aeceived . 74352725 S09891 | 129542733 || 234405349|  M32ELITY
Wt Reinsierance Premium Received /Paid . (8,178,855 g : 18,178,865) 1TET545
Clairres Paid . oz (5026096} | (1178410657 || (19687R4a0)|| (173347188
Surrerders Paid - - (5910453} - 5910453 | (490885
Commission Paid : HOTIEN) || RAERSTIN|  [SOM0567) [ UISS96TEM | (16402537
Net Cash Generated From Underwriting Activities : [11911,546] 17,090,760  1661,001 TEWEZA 50412398
b Cether Operating Activities
Income Tax Paid [E59,452) - . . 99452 | [1,171.568)
General Management Expenses Paid (11746856) | (119600680 | [21501136) (162586360  (61,866800) | (71303504
Met Cash (Used in] Other Oparating Activities (12.446,308] [11,960,165]  (21,901,135) (16258636 (62.566252) (72475473
Met Cash [Used In] All Dperating Activities (12,446,308] (23,872,115 (4810370)  (13,597,635]  (5A726428)  (22.063,175)
Imvestment Activities
Frafis/ Return Recetved 51m 833 443,291 1,143,014 47458 6,800,626 13014095
Payments for Imestments (7534955 || (P6549.2E8 || (2342815600 | (12590008 [ (310996218)( (245952502
Proceeds From Dispasal of Investments 60277465 || 24599971 || 214818332)|  1eeIRIS||  3IE3IM00S||  TIATISTT
Proceeds From Disposal of Flued Assets 519,806 . . . 515,806 160,000
Foued Capital Expenditure (7233751 - - - [721375) 1458,311)
Total Cash Generated Fromi{Used In] Investing Activities 20764 1545024  [18,320,603) 4,080,707 11,924,844 40,744,263
Financing Activitles
Advance Against Equity 24.000,000 ; £ . 24,000,000 <
Capital Contribution From Shareholders’ Fund [28,155.000) 9410,000 13,500,000 5,245,000 . -
Dividend Pald oo SRR o . P 325) #50)
Total Cash Generated From [Used In] Financing Activities  (4,155,325) 9410000 13,500,000 5245000  13.990.675 14500
Nat Cash Inflow!{Outflow] From All Activities 1.108,031 (16008135 (9630973  (4271.928] (18.801909) 15,680,638
Cash st The Beginning of The Year QAT2EM MS:INM 035207 ATISITT 154860123 136181485
Cash at The End of Tha Year 20501,632 16314179 97,721,054 43389 136060214 154862113
Reconciliation to Profit and Loss Account
Operatiesg Cash fows isaraeazm || (22063178
Depoeciation Expense 14.955,506) (5,849,124
Investment income BATIASN 31,549,506
Dividend Recehved . 4743404
Provision for Impatrment in'the Value of Imeestment - (2.841,537)
Increase in Assets Osher Than Cash 1885 A5 13.605,718]
Decease in Liabilithes Other Than Running Finance 113806760 (34.857.671)
[Dedicit) of Statutory Funds 32,2963 6,730,362
Loss After Taxation [FA14923)  [8,562.817)

The annexed notes from 1 1o 38 form an integral part of these financial statements.
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Statement of Changes in Equity

For The Year Ended December 31,2012

Figures in Rupees
Net Accumulated
Share anm ... . Totad
Copital tom Fund Surplus/{Deficit)
Balance as at January 01, 2011 300,456,000 (102777.370) (250,720426)  (353,497,796) 146,958,204
Total Comprehensive Income for the Year - 18,582,817) = (8.,582,817) (8.582,817)
Capital Contributed 1o Statutory Fund = - (14,250,000)  (14,250,000)  (14,250,000)

Balance as at December 31, 2011 500,456,000 (111,360,187) (264,970,426) (376,330,613) 124,125,387

Balance as at January 01, 2012 500456000 (111,360,187) (264970426)  (376,330613) 124,125,387
Total Comprehensive (Loss) for the Year . (7.414,923) . (7.414,923) (7.414,923)
Capital Contributed to Statutory Fund = - (28,155,000} (28,155,000) (28,155,000

Balance as at December 31, 2012 500,456,000 (118,775,110) (293,125,426) (411,900,536) 88,555,464

The annexed notes from 1 to 38 form an integral part of these financial statements,
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Revenue Account
For The Year Ended December 31, 2012

Figures in Rupees
— o0y Funcy ___ Aggregate Aggregate
Ordinary  Universal  Accident& pecember31, December 31,
Notes  Life Life Health 2012 2011

Income
Premibums Less Reinsurances 18531,133) | 30481634 | 132259467 | | 181,272.234) | 178,686,939
Met Investment Income 2,674,506 12,307,388 13255721 | 16,307 465 21,850,562
Total Net Income 21,205,639 42,789,022 133,585,039 197,579,700 200,547,501
Claims and Expenditure
Claims, Including Bonuses, Net of Relnsurance Recoveries 19.656,397| | 23372433 | 119,103,709 | 162,132539) | 124,524,654
Management Expenses Less Recoveries 13,327,943| | 26302505 | 23961443 | 63,591,891 65,876,803
Total Claims and Expenditure 32584340 49674938 143065152 235734430 190,401,457
(Deficit) of Income Ower Claims and Expenditure (11,778,701} (6,885916) (9.480,713) (28,144,730) 10,746,044
Add; Policyholders’ Liabilities at Beginning of Year 29.142.984| | 181,391,674 17.920657 | | 228455315 | 211,578,909
Less: Policyholders' Liabilitles at End of Year 26 | 27043676 Tas,ﬁam:l 15,885,036 | | 232556979 | 228455315

2099308  (B.236,593) 2035621 [4100,664)  (16.876.406]
Deficit (9,679393) (15122,509) (7,444,492) (32,246394) (6,730,362)
Movement in Policyholders’ Liabilities 12,099,308) 87236593  (2,035621) 4,101 664 16,876,406
Transfer From Shareholders' Fund
Capital Contribsution From Shareholders’ Fund 15 9410000 13500000 5245000 28155000 14,250,000
Balance of Statutory Fund at Beginning of Year 31754944 183207376 23419390 238381710 213,985,666
Balance of Statutory Fund at End of Year 29,386,243 189,821,460 19,184,277 238,391,980 238,381,710
Represented By 15
Capital Contributed by Shareholders' Fund 137,630,426| | 120,200,000 35,295,000 | | 203,125426] | 264970426
Accumulated Deficit (135,287,859)| |(120,006,807) | (31,995,756} | (287,290425)| ((255,044.031)

2342567 193,193 3.299.241 5835001 9,926,395
Policyholders’ Liabilities 26 7043676 189628267 15885036 232556979  22BA55315
Balance of Statutory Fund 29,386,243 189,821,460 19,184,277 238,391,980 238,381,710

The annexed notes from 1 to 38 form an integral part of these financlal statements,
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Statement of Premiums

For The Year Ended December 31,2012

Figures in Rupees
Satutory bords Aggregate Aggregate

Gross Premiums

Regular Premium Individual Policies®

First Year ' E | 2,002,936 16,250 2,019,186 15,585,860
Second Year Renewal - 4,247 686 - 4,247,686 16,001,991
Subsequent Year Renewal - 25344417 - 25344017 22,271,605
Single Premium Individual Palicles - 550,000 - 550,000 2,690,250
Group Policies ?ﬂ.‘iﬁ!.ﬂﬂi | - ] 132,243,217 | 203,204,455 190,223,759
Total Gross Premiums 70,961,238 32,145,039 132,259,467 235,365,784 246,773,465
Less: Reinsurance Premiums Ceded

On Individual Life First Year Business - (24,964) - {24,969) (104,676)
On Individual Life Second Year Business - (191,737 191,737 619,727)
On Individual Life Renewal Business - (1,446,699) - {1.446,699) (2B84,273)
On Group Policles {52,430,105) - - (52:430,105) (66,377.8530)
Total Relnsurance Premium Ceded (52,430,105) [1,663,405) - (54,093,510) (68,086,526)
Net Premiums 18,531,133 30,481,634 132,259,467 181,272,234 178,686,939

* Individual policies are those underwritten on an individual basis and includes joint life policies underwritten as such.

The annexed notes from 1 to 38 form an integral part of these financial staterments.
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For The Year Ended December 31, 2012

Gross Claims
Claims Under Individua| Policies
By Death
By Insured Event Other Than Death
By Maturity
By Surrender
Total Gross Individual Policy Claims

Claims Under Group Policies

By Death

By Insured Event Other Than Death
Total Gross Group Policy Claims

Total Gross Claims

Less: Reinsurance Recoveries

0On Group Life Claims
Net Claims

The annexed notes from 1 to 38 form an integral part of these financial statements.
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Figures in Rupees

tiory Fend) Aggregate _Aggregate

Ordinary Universal  Accident& pecember31, December31,
Life Life Health 2012 2011

- 3,079,064 3,079,064 478,247

i L - 122,612

- 7.530,840 7.530,840 5,201,079

5 12,762,529 12,762,529 4,908,653

a 23,372,433 23,372,433 10,710,591

76,787,643 76787643 | 74,390,255

992,385 119,103,709 | 120,096,094 95,285,940

77,780,028 . 119,103,709 196,883,737 169,676,195

77,780,028 23,372,433 119,103,709 220,256,170 180,386,786

(58,123,631) (58,123,631)  (55862,132)

19,656,397 23,372,433 119,103,709 162,132,539 124,524,654

(Yihily

MAHEEN YUNUS, CPCU
Managing Director &
Chief Executive
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Statement of Expens
For The Year Ended December 31, 2012

es

Figures in Rupees
Statutory Funds L Aggregate Aggregate
Ord Universal Accident & i L
o S i
Acquisition Costs
Remuneration to Insurance Intermediaries on
Individual Pelicles:
Commission on First Year Premiums - 1.537.814 6,266 1,544,080 7105757
Commission on Second Year Premiums . 303,235 - 383,235 1,461,850
Commission on Subsequent Renewal Premiums - 447429 = 447429 530,747
Commission on Single Premiums - - - 67,256
Other Benefits to Insurance Intermediaries - 156,180 - 256,180 1,239,760
Remuneration to Insurance Intermediaries on
Group Policies:
Commission 3,913,502 . 8,162,679 12,076,181 6,717,996
3913502 2524658 8,168,945 14,707,105 17,123,366
Branch Overhead:
Salaries, Allowances and Other Benefits - 1,756,662 1,756,662 4,060,230
Other Operational Costs - 2,880,501 < 2,880,601 4,619,210
" 4,646,263 . 4,646,263 8679440
Other Acquisition Cost
Policy Stamps = 10,200 - 10,200 66,300
Total Acquisition Cost 3,913,502 7,281,121 8,168,945 19,363,568 15,869,106
Administration Expenses
Salaries and Other Benefits 6,794,592 11,225,112 11,035,516 29,055,220 24,397,102
Travelling Expenses 493,163 697836 613,176 1,804,175 1,011,973
Auditors’ Remuneration 166,010 166,010 166,010 498,030 338,504
Actuary's Fees 117,000 1,449,000 117,000 1,683,000 1,500,000
Medical Fees 425,742 57,700 - 483442 965,037
Advertisernents 80,000 . - 80,000 447,744
Printing and Stationary 376,384 340,609 319,596 1,036,589 1,679,892
Operating Lease Rentals 71,199 941,973 71,199 1,084,371 1,045,041
Staff Welfare 1,800,611 1,389,191 1,485,799 4,675,601 4467559
Postage, Telegram & Telephone 635,169 567,603 271,503 1474275 1,442,037
Electricity & Gas 482,902 489,610 350,651 1,323,163 1,296,662
Mewspaper & Pericdicals - . - - 13,859
Entertainment Expense 1,103,231 1,076,427 958,551 3,138,209 1,881,408
Repair & Maintenance T = = = 256916
Insurance b - - - 1,085,660
Stamps 2,075 2,075 2075 6,225 13.m
Consultancy Charges 65,358 85,358 65358 216,074 552,814
Bank Charges N - - - 350,963
Miscellaneous Expense 733,262 502,129 336,064 1,661,455 2,367,683
13346698 19,080,633 15790498 2 48219829 114,565
Gross Management Expenses 17,260,200 26,361,754 23,961,443 67,583,397 70,983,671
Commission From Reinsurers {3,932,257) (59,245} - {3,991,506) (5,106,868)
Net Management Expenses 13,327,943 26,302,505 23,961,443 63,591,891 65,876,803
The annexed notes from 1 to 38 form an integral part of these financial statements.
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Statement of Investment Income

For The Year Ended December 31, 2012 Figures in Rupees
ERRmery U Aggregate _Aggregate
WLE:I‘F Unmm w& Dlu;;‘h;r 31, Dom;:r!h
Investment Income
On Government Securities 993,251 8252113 766,205 10,011,659 5748430
On Other Fixed Income Securitles
and Deposits 265,219 1,093,908 58,738 1417865 1454816
Amartization of Pramium . {19,167) - (19,167) (19,116)
Amartization of Discount - 7681 - 7.681 838,560
On Policy Loan o 16,298 - 16,298 33,70
Other Miscellaneous Income 201,545 2,035 - 203,580 —um
1,460,015 9,352,868 825,033 11,637,916 8,056,400
Gain on Sale of Investments 1,214,491 2,954,520 500,539 4669550 13,804,162
Met Investment Income 2,674,506 12,307,388 1,325,572 16,307,466 21,860,562
The annexed notes from 1 to 38 form an integral part of these financial statements.
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For The Year Ended December 31, 2012

1

1.

1.2

31

STATUS AND NATURE OF BUSINESS

East West Life Assurance Company Limited (the Company) was incorporated in Pakistan on August 18, 1992 as a
public limited Company under the Companies Ordinance, 1984. Its shares are quoted on the Karachi Stock Exchange.
The Company commenced its operations on February 22, 1993 after registration with Controller of Insurance on
February 14, 1993, The addresses of its reglstered and principal office are 57 Regal Plaza, M.A. Jinnah Road, Quetta
and 310 EFU House, M.A. Jinnah Road Karachil, respectively. The Company is engaged In life insurance business in
accordance with the requirements of Insurance Ordinance, 2000, The Company has established a shareholders' fund
and following statutory funds in respect of each class of its life insurance business:

» Ordinary Life
o Universal Life and
» Accident and Health.

In agcordance with SEC (Insurance) Rules, 2002 ("Rules”) amended vide SRO 16(1)/2012 dated January 09, 2012, Life
Insurance Companies are required to maintain a solvency margin in addition to policyholders’ liabilities in each
statutory fund as stipulated in the Rules. As at December 31, 2012, the Company is not in compliant with these Rules,
in respect of the Solvency Margins required to be maintained with respect to the shareholders fund and each of the
statutory funds. The Company vide its letter dated October 10, 2012 had written to the Securities & Exchange
Commission of Pakistan (SECP) requesting to allow the Company to maintain solvency margins on December 31,
2012 in accordance with SEC (Insurance) Rules, 2002 before amendments made vide SRO 16(1)/2012. The SECP did
not accede to the request and advised the Company vide their letter dated February 15, 2013 to ensure that its
salvency margins are reported as per the latest solvency regulations notified by the SECP In January 2012. The
Company has written to the SECP requesting to reconsider the matter vide their letter dated February 18, 2013 for
which response is awaited, The Company's financial statements for the year ended December 31, 2012 are being
prepared on a going concern basis as the management is confident that Company shall be able to meet the solvency
requirements in the near future. Subsequent to the balance sheet date the Board of Directors in their meeting held
on May 10, 2013 have approved a rights issue to address the matter,

BASIS OF PRESENTATION

These financial statements have been prepared on the format of financial statements issued by Securities and Exchange
Commisskon of Pakistan (SECF) through Securities and Exchange Commission (Insurance) Rules, 2002 (the Rules) vide
SRO 938(1)/2002 dated December 12, 2002,

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as applicable in
Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards (IFRS) issued
by the International Accounting Standards Board as are notified under the Companies Ordinance, 1984, provisions
of and directives issued under the Companies Ordinance, 1984, the Insurance Ordinance, 2000 and SEC
{Insurance) Rules, 2002, In case requirements differ, the provisions or directives of the Companies Ordinance, 1984,
Insurance Ordinance, 2000 and 5EC (Insurance) Rules, 2002 prevail,

Standards, Interpretations and Amendments to Approved Accounting Standards that are Not Yet Effective

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




lifTeco cC 0om

4

41

4.2

51

Effective Date

{Annual Periods
Beginning On or
Standard of Interpretation After)

14519 Employee Benefits (Revised) January 01, 2013
A5 32 Offsetting Financial Assets and Finandial Liabilities - (Amendment) January 01, 2014
IFRS 9 Anancial Instrurments: Classification and Measurement January 01, 2015
IFRS 10 Consolidated Financial Statements January 01, 2013
IFRS 11 Joint Arrangements January 01, 2013
IFRS 12 Disclosure of Interests in Other Entities January 01, 2013
IFR5 13 Fair Vialue Measurement January 01, 2013

The Company expects that the adoption of the above revisions, amendments and interpretations of the Standards
will nat affect the Company's financial statemants in the period of initial application.

BASIS OF MEASUREMENT

The financial statements have been prepared under the historical cost convention except for certain financial assets and
liabilities which are stated at fair value or amortized cost as applicable,

The financial staterments have been prepared following the accrual basis of accounting except for the cash flow information.
Functional and Presentation Currency

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set out below, These polides
have been applied consistently to all the years presented except as stated otherwise,

Use of Critical Accounting Estimates and Judgments

The preparation of financial statements in conformity with approved accounting standards as applicable in Pakistan and
the requirements of the Insurance Ordinance, 2000, the Securities and Exchange Commission the Rules and the Companles
Ordinance, 1984, requires management the use of certain critical accounting estimates. It also requires management to
exercise its judgment in the process of applying the Company's accounting policies. Estimates and judgments are
continuously evaluated and are based on historical experience including expectation of future events that are believed to
be reasonable under the dircumstances.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimates are revised. However, assumptions and judgments made by management
in the application of accounting policies that have significant effect on the financial statements are expected to result in
material adjustrment to the carrying amounts of assets and liabilities in the next year are disclosed in the following notes:




1. Prowvision for Compensated Absences {note 5.3)

2, Claims (IENR) {note 5.4)
3. Policyholders’ Liabilities {note 5.5)
4, Taxation (note 5.6)
5, Useful Life of Depreciable / Amortizable assets {note 5.8)
6. Impairment of Assets (note 5.100
7. Reinsurance Recoveries Against Outstanding Claims (note 54)
Statutory Funds

The Company maintains statutory funds in respect of each dass of life insurance business. Assets, liabilities, revenues and
expenses of the Company ane referable to respective statutory fund, Wherever, these are not referable to statutory funds, these
are allocated to the shareholders'fund.

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

Policyholders' liabilities have been included in statutory funds on the basis of the actuarial valuation carried out by the
appointed actuary of the Company on the balance sheet date as requined by section 50 of the Insurance Ordinance, 2000,

Staff Retirement Benefits
Defined Contribution Plan

The Company operates an approved contributory provident fund scheme for all its permanent employees. Equal monthly
contributions are made bath by the Company and its employees to the fund at the rate of 10% of basic salany.

Accumulated Compensated Absences

The Company makes provision in the financial statements for its Rabilities towards vested compensated absences accurmulated
by its emplayees, estimated on the basis of actuarial valuation carried out by the Company's actuary. Latest actuarial valuation
was camied out as at December 31, 201 2. For detail of basis of assumptions taken by the actuary refer to note 13.1

Claims

A liability for outstanding claims is recognized in respect of all daims incurred up to the balance sheet date and includes
amounts in relation to unpaid reported claims, claims incumed but not reported and expected claims settlernent cost. Claims
where intimation of the event giving rise to the claim is received are reported as claims in the revenue account. The liability
for claims incurred but not reported at the year end is determined by the appolnted actuary and are included in the policyholders’
liabifities.

Experience refund of premium cakoulated by appointed actuary is induded in outstanding daims. Experience refund of premium
recehvable from reinsurers is induded in the reinsurance recoveries of daim.

Claim recoveries recetvable from the reinsurers ane recognized at the same time as the claim which gives rise to the right of recovery
and are measured at the amount expected to be recovered,
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Policyholders’ Liabilities

Policyholders' liabilities are stated at a value determined by the appointed actuary through an actuarial valuation/advice
carried out as at each balance sheet date. In determining the value, both acquired policy values {which forms the bulk of
policyholders’ liabilities) as well as estimated values which will be payable against risks which the Company underwrites are
considered,

Income Tax Expense
Current

Prowision for current taxation is based on the taxable iIncome for the year determined in accordance with the prevailing laws
of taxation on income. The charge for the current tax is calculated using the rate enacted or substantively enacted at the
balance sheet date.

Deferred

Deferred tax is recognized wsing the balance sheet kability method on all temporary differences arising between the carrying
amounts of assets and liabilities for financial reporting purposes and amount used for the taxation purposes. A deferred tax
asset is recognized only to the extent that is probable that future taxable profits will be available and the credits can be utilized.
Deferred tax asset is reduced to the extent that it is no longer probable that the related tax benefits will be realized.

Investments
Classification

Investrnents which are intended to be held for an undefined period of time but may be sold in response to the need for
liquidity or changes in interest rate are classified as available for sale. Investments acquired principally for the purpose of
generating a profit from short-term fluctuation in price are dassified as held for trading. Investments with fixed or determinable
payments and fixed maturity where the Company has positive intent and ability to hold to maturity are dassified as held-to-

miaturity.,
Initial Recognition

All investments are initially recognized at fair value including the transaction costs. All purchases and sales of investments
which require delivery within time frame established by the regulations or market convention are accounted for at the
settlement date. Settlement date is the date that an asset is delivered to or by the Comparny.

Subsequent Measurement

Investments classified as held-to-maturity are subsequently measured at amortised cost, taking into account any discount
oF premium on acquisition using the effective interest method. Available for sale investments are subsequently measured at
lower of cost or market value (market value being taken as lower if the fall is other than temporary) in accordance with
Securities and Exchange Commission (Insurance) Rules, 2002 and s recognized as provision due to impairment in the value
af imvestment. Any change in the prowvision for impairment in the value of imvestment held for sale is recognired in profit and
loss/revenue account in which it arises,
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Fair / Market Value Measurement

For imvestments in government securities fais/market value is determined by reference to quotation obtained from Reuters
page (PKRV). For investments in quoted marketable securities, fair/market value is determined by reference to stock exchange
quated market price at the dose of business on balance sheet date. The fair /market value of the term finance certificates ane
determined by the average rates quoted by brokers.

Impairment of 'Available for Sale’ Equity Investments

The Company determines that ‘available-for-sale’ equity investments are impaired when there has been a significant
or prolonged decline in the fair value below its cost. The determination of what s significant or prolonged requires
judgment. In making this judgment, the Company evaluates, among other factors, the normal velatility in share price.
In addition, the impairment may be appropriate when there is an evidence of deterioration in the financial health of
the invested industry and sector performance, changes in technology and operational/financial cash flow.

Fixed Assets
Tangible Assets

These are stated at cost less accurmnulated depreciation and impairment, if any. Depreciation Is calculated on the
reducing balance method at rates mentioned in note 21.1.

Depreciation on additions and disposals during the year Is charged from the month of addition to the month of
disposal, when parts of an itemn of asset have different useful lives, they are accounted for as separate itemn in fixed
assets.

Subsequent costs are included in the assets’ carrying amount or recognized as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Company and the cost of

the item can be measured reliably. All other expenses are charged to income during the financial year in which they
are incurred.

Depreciation rates and method are reviewed at each balance sheet date and adjusted, if required.

Gains or losses on disposal of fixed assets are determined by comparing proceeds with the carrying amount. These
are included In the profit and loss account currently.

Intangible Assets

These include computer software and are recorded initially at cost and subsequently carried at cost less any accumulated
amortization and any accumulated impairment losses, if any.

These are amortized over their useful lives and amortization is charged to income using the straight line method.
(Refer note 21.2)

Capital Work-In-Progress

Capital wark-in-progress is stated at cost less impairment losses (if any).
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Cash and Cash Equivalents

For the purpose of statement of cash flows, cash and cash equivalents consists of cash in hand, stamps in hand and
deposits with banks.

Impairment

The carrying amount of each asset is reviewed at each balance sheet 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 recognized whenever the carrying amount of an asset exceeds its recoverable
amount. Impairment losses are recognized in profit and loss account.

Insurance Contract

Insurance contracts are those contracts where the Company (the insurer) has accepted significant insurance risk
from another party (the policyholders) by agreeing to compensate the policyholders if a specified uncertain future
event (the insured event) adversely affects the policyholders,

Revenue Recognition

Premium

Individual life first year premiums are recognized once related policies have been issued against receipt of premium,
Subsequent premium falling due under the policy are recognized if received befare expiry of the grace period.

Group life premiums are recognized as and when due.
Single premiums are recognized once the related policies are issued against the receipt of premium.,
Accident and Health

Group accident and health premiums are recognized as and when due. In respect of certain group policies the
Company continues to provide cover even If the premium is received after the grace period.

Dividend Income
Dividend income is recognized when right to receive such income is established.
Interest/Mark-Up Income

Interest/Mark-up income on securities is recognized using effective interest method. Income on bank depaosits s
recognized on accrual basis,

Amount Due From (To) Other Insurers / Reinsurers

These are net amount receivable (payable) against recovery of claims, reinsurance commissions receivable and
premiums ceded to reinsurers and claims payable or premiums receivable from other insurers. These are recognised
at fair value.
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Reinsurance Premiums Ceded

Far reinsurance contracts operating on a proportional basis, or for which the term of the reinsurance contract is
directly referable to the term of the underlying policy(ies), premium ceded to reinsurers is recognised as liability at
the same point at which the premium of the underlylng policy(ies) is recognised as revenue. At the same point
premium and ceded is recognised as expense over the period of reinsurance. Reinsurance premiums ceded not yet
recognised are recognised as prepayments and are disclosed in "amount due from (to) other insurers / reinsurers”,

Acquisition Cost

These are cost incurred in acquiring insurance policies, maintaining such policies, and include without limitation all
forms of remuneration paid to insurance agents. Commission and other expenses are recognized as an expense in
the earlier of the financial year in which they are paid and financial year in which they become due and payable,
except that commission and other expenses which are directly referable to the acquisition or renewal of specific
contracts ane recognized not later than the period in which the premium to which they refer is recognized as revenue,

Financial Instruments

Financial assets and liabilities are recognized when the Company becomes a party to the contractual provisions of
the instruments and derecognized when the Company loses control of contractual rights that comprise the financial
assets and in case of financial liabilities when the obligation specified in the contract is discharged, cancelled or
expired. Any gain or loss on the de-recognition or financial asset or financial liabilities is included in the profit and
loss or revenue account currently, as the case may be.

Segment Reporting

A business segment Is a group of assets and operations engaged in providing products or services that are subject
to risks and returns that are different from those of other business segments. The Company accounts for segment
reporting using the classes or sub classes of business (statutory funds) as specified under the Insurance Ordinance,
2000 and SEC (Insurance) Rules, 2002,

Based on its classification of insurance contracts issued, the Company has three business segments for reparting
purposes namely ardinary life business, universal life business and accident and health business.

Off-Setting

Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet if the Company
has a legally enforceable right to set-off the transaction and also intends either to settle on a net basis or to realize
the asset and settle the liability simultaneously.

Provisions

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

l 45
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Foreign Currencies

Transactions in foreign currencies are transiated into reporting currency at the rate of exchange prevailing on the
date of transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the rates
ruling on the balance sheet date. Non-monetary assets and liabilities are translated using exchange rates that existed
when the values were determined. Exchange differences are included in the income currently.

Dividend and Appropriation to Reserves

Dividend and appropriation to reserves except appropriations required by the law or determined by actuary or
allowed by Insurance Ordinance, 2000 are recognized in the year in which these are declared/approved.

Premium Due But Unpaid

These are initially recognized at falr value. Provision for impairment on premium recelvables is established when
there is objective evidence that the Company will not be able to collect all amounts due according to original terms
of receivable.

Loan Secured Against Life Insurance Policies

Cash Loan

The Company provides loans to their policyholders on the basis of payment of premium for three consecutive years,
The maximurn limit of disbursement is B0 percent of the surrender value and carries a mark-up rate determined by
the Company from time to time.

Auto Paid-Up Loan

These non-interest bearing loans are available to policyholders of the Company to the extent of cash value built in
their policies.

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL 2012 2011
Number of Shares Rupees Rupees

. 2012 ) 2011

50,045,600 50,045,600 Ordinary Shares of Rs. 10/- 500,456,000 500,456,000

Each Fully Pald in Cash

The shares held by associated undertakings are as follows: Number of Shares

2012 2011

East West Insurance Company Limited
3,606,080 3,606,080
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7 ANALYSIS OF ACCUMULATED (DEFICIT) SURPLUS AS SHOWRN IN BALANCE SHEET 2012 2011

Accumulated Deficit in Statement of Changes in Equity i i KpYes
lgmoring Effect of Capital Transfers at Start of Year (111,360,187) (102,777 370)
Add: (Lerss) in Profit and Loss Account for the Year [7414.923) [8.582817)
Accumulated Deficit in Staternent of Changes in
Equity Ignoring Effect of Capital Transfers at End of Year (1187751100 (111,360,187}
Less: Accurmulated Net Capital Transfered In

Statutory Funds (293125426) (264.970426)
Total Accumulated (Deficit] as Shown in Balance Sheet (411,900,536) (376,330,613)

B8 ADVANCE AGAINST EQUITY

This represents amount received from directors of the company against right issue of shares to be offered by the
Company (refer note 37). The amount is non-refundable and has been reserved against equity.

9 DEFERRED LIABILITIES - GRATUITY

Unfunded gratuity scheme for the permanent employees of the Company had been discontinued since 2003. Quistanding
balance represents the liability of the Company pertaining to the employees rendered their services at the time of discontinuation
and allowed the members to withdraw their balances at the time of completion/termination of their employment.
Consequently, no further charge and contribution has been accounted for since then.

2012 2011
10 OUTSTANDING CLAIMS Rupees Rupees
Opening Balance 10,560,343 8429398
Add: Clairms Incurred During the Year 220,256,170 180,386,785
Less: Clairmes Paid During the Year (202,789,893) (178,255,841)
Closing Balance 28,026,620 10,560,343
11 PREMIUMS RECEIVED IN ADVANCE
Dpening Balance 11075462 11,171,513
Add: Received During the Year 33928396 56453655
Less: Adjusted During the Year (32,161,289 (56,549,706
Closing Balance 12,842,569 11,075462
12  AMOUNT DUETO OTHER INSURERS / REINSURERS - NET
Opening Balance 17,234866 8329795
Add: Preriums Ceded During the Year 54093510 68,086,526
Amount Recetved During the Year 5114260 7281251
59207779 75373777
Less: Claims Recoveries During the Year (58,123,631) (55.862,132)
Commission Recoveries During the Year (3,991,506) (5, 10G,868)
Amount Paid During the Year {13,293,134) (5.499,706)

(75408271) (66,468,706
Closing Balance 1,034,374 17,234,866
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ACCRUED EXPENSES

Salary and Other Benefits Payable
Compensated Absences Payable
Other Accrued Expenses

202 2m
Rupees Rupees

1,781,828 1,790,937

13 1,459,855 1,622,636
8,253,739 7,539,755
11,495,422 10,953,328

This includes provision made against accumulated compensation absences on the basis of actuarial assumptions

taken by Company’s actuary.
The main assumptions used for actuarial valuation are as under:
Principal Actuarial Assumption

Discount Factor Used Per Annum
Expected Increase in Eligible Pay Per Annum

Movement in Payable to Accumulated Compensation Absences

Opening Balance
(Reversal)/Charge During the Year
Closing Balance

AGENTS' BALANCES

Opening Balance

Add: Incurred During the Year
Less: Paid During the Year
Closing Balance

MOVEMENTS IN EQUITY OF STATUTORY FUNDS

) i .
12.00% 13.00%
12.00% 13.00%
2012 201
Rupees Rupees
1622636 1,505,628
(162,781) 117,008

1,459,855 1,622,636

2,734,043 203,214
14,707,105 17,123,366
(15596,767) (16,402,537)
1,844,381 2,734,043

regate  Aggregate
Accident & D:nﬂl!mbcrai, December 31,
Health 2012 2011

Rupees

17,920,657 228455315 211,578,909
(2035621) 4,101,664 16876406
15,885,036 232,556,979 228,455,315

30,050,000 264070426 250720426
5245000 28155000 14,250,000
35,295,000 293,125,426 264,970,426

Statutory Funds
ﬂrﬁu:q unlhumnal

Policyholders’ Liabilities
Balance at Beginning of the Year 29,142,984 181,391,674
Increase/(Decrease) During the Year (2,099,308} 8,236,593
Balance at End of the Year 27,043,676 189,628,267
Capital Contributed By Shareholders’ Fund
Balance at Beginning of the Year 128,220,426 106,700,000
Capital Contributed During the Year 9410,000 13,500,000
Balance at End of the Year 137,630,426 120,200,000
Accumulated Deficit
Balance at Beginning of the Year {125,608,466) (104,884,298}

Deficit Allocated in Respect of the Year  (9,679,393)  [15122509)

(24,551,267) (255,044,031) (248313,669)
(7444492) (32,2463%4)  (6,730,362)

Balance at End of the Year (135,287,859) (120,006,807) (31,995,759) (287,290,425 (255,044,031)

48 |




16 OTHER CREDITORS AND ACCRUALS Sk R

Shareholders’ Ordinary Universal Accident& December31, Eh’gm‘lblﬂ'l,
Fund Life Life Health 2012 01
Rupees
Sundry Creditors 96,542 305170 77709 9N.670 571.00 608,051
Provident Fund Payable 32810 103,711 26,409 31,154 194,084 215819

129,352 408,881 104,118 122,824 765,175  B23,870

17 CONTINGENCIES AND COMMITMENT
There are no contingencles and commitment at balance sheet date (201 1: Nil).
There is a matter in respect of a person, who was working previously on contract basis at the Company's Hyderabad Branch.,
This matter is presently under neview by the regulatory authodties and government agencies. The management of the Company,

on the basis of legal advice obtained, is confident that there is not present or potential liability of the Company regarding this
matter,

18 DEPOSITS MATURING WITHIN 12 MONTHS 5 Funds

Aggregate Aggreg
Shareholders’ Ordinary i.lnhmal Accident & December 31, Bmhr!'h
Fund Life Health 2012 20m
‘r'luplﬂ
J5 Bank Limited - . . . - 50,000,000
Summit Bank Limited 15,000,000 15,000,000 20,000,000 = 50,000,000
Bank Al-Habib Limited 4,000,000 - - - 4,000,000 -
19,000,000 15,000,000 20,000,000 - 54,000,000 50,000,000
18.1 These deposits carry interest at the rate of 7 % (2011: 119%) per annum.
5t Funds
19 INVESTMENTS atutory Aogreois. - Rioreg
Shareholders’ Ordinary Unir:nl Accident & December 31, ﬂmhr!'lr
Fund Life Health 2012 20m
Mote ﬂupﬂs
Government Securities 191 62019642 13884370 117703785 7,257,794 200,865591 179,008,864
Other Fixed Income Securities  19.2 - - B8, 768 - BBR768 2671775
Listed Equities 193 280,518 . - . 280518 4,907,591

62,300,760 13,884,370 118,592,553 7,257,794 202,034,877 186,588,230

19,1 Government Securities

Held-to-Maturity

10 Years Pakistan Investment Bonds 5,000,000 - - - 5,000,000 5,000,000
10 Years Pakistan Investment Bonds - - 2,999,863 - 2999863 299917
10 Years Pakistan Investment Bonds = = 596,573 % 596,573 590,452
10 Years Pakistan Investment Bonds 18,136,821 = = = 18,136,821 17412310
10Years Pakistan Investment Bonds 1,972,185 = - = 1,972,185 1,964,689
10 Years Pakistan Investment Bonds 3,709,781 - - . 3,709,781 3647833
10 Years Pakistan Investrment Bonds 15,535,015 = - = 15,535,015 15,507,492
10 Years Pakistan Investment Bonds - - 1,188,802 - 1,188,802 -

12 Months Treasury Bills - - 23,506,394 - 23,506,394 71,744,316
& Months Treasury Bills 17,665,840 13884370 89412153 7257794 128220,157 60,142,025

62,019,642 13,884,370 117,703,785 7,257,794 200,865,591 179,008,864




The particulars of investments are as follows:

18.1.1

19.2

193

19341

Amounts in Maturity H"dp:ul-nt me;a
Held-to-Maturity
10 Years Pakistan Investment Bonds 5,000,000 April 2014 On Maturity 8% Semi-Annually
10 Years Pakistan Investment Bonds 2,999 863 April 2014 On Maturity B Semi-Annually
10 Years Pakistan Investment Bonds 596,573 October 2013 On Maturity 8% Semi-Annually

10 Years Pakistan Investment Bonds 18,136,821 May 2016 On Maturity 9.6% Semi-Annualky
10 Years Pakistan Investment Bonds 1972185  August 2018 On Maturity 12% Semi-Annually
10 Years Pakistan Investment Bonds 3,709,781 July 2020 On Maturity 12% Semi-Annually
10 Years Pakistan Investment Bonds 15535015  August 2021 On Maturity 12% Semi-Anmually
10 Years Pakistan Investment Bonds 1,188,802 July 2020 On Maturity 12% Semi-Annually

12 Months Treasury Bills 23,506,394 July 2013 On Maturity 9.05% On Maturity

& Months Treasury Bills 119473123 May 2013 On Maturity 2.01% On Maturity

6 Months Treasury Bills 8,747034 February 2013 On Maturity 11.25% On Maturity
200,865,591

The Company has deposited 10 years Pakistan Investment Bonds having face value of Rs. 51.840 million (2011: 10
years Pakistan Investment Bonds having face value of Rs. 51.617 million) with State Bank of Pakistan under Section
29 of Insurance Ordinance, 2000.

Other Fixed Income Securities

Statutory Funds
Shareholders’ Ordinary Universal  Accident & D:ﬂ?g'lhtfii. December 31,
Fund Life Life Health 2 20m
Held-to-Maturity pisse
Term Finance Certificate
Pakistan Mobile Communication
Limited - C 888,768 = 888,768 2,671,775

Thie particulars of investments are as follows:
Numberof  piopiity  Tenor Rate of Return Profit Payment

Certificates
Term Finance Certificate
Pakistan Mobile Communication Limited 1,060 2013 7 Years 15.05% Half Yearly
Listed Equities Statutory Funds
Aggrega Aggregate
shndmhdm‘ Drdlnarr l.hmml Accident & Dmmhr 3, December 31,
Health 02 20m
Available for Sale Note Hupm
Listed Equities 280,518 - : = 280,518 7,749,528
Add: Provision/Reversal for Impairment
inValue of Investment 194 o = 2 = - (2,841,937)
280,518 - - - 280,518 4,907,501

Investmients in listed equities includes investrent in 2000 shares (201 1: 20,000) of East West Insurance Company Lirmited
(an associated undertaking) and Nil shares (2011; 188,934) of Jahangir Siddiqui & Company Limited {an associated
undertaking) with carrying values of Rs. 0.281 million (2011: Rs. 3,086 milllon) and Mil (2011: Rs. 0.761 million) respectively.
The market value of investments in listed securities amounted to Rs. 0.406 million (201 1: Rs. 6.772 million).
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19.3.2 The SECP has allowed insurance companies to defer the application of International Accounting Standard - 39 (1AS-39)
“Financial Instruments: Recognition and Measurement in respect of valuation of available for sale investrnents accordingty,
the requirements of 1A5-39, to the extent allowed by SECP as aforesaid, have not been considered in the preparation of
these financial statements.

19.4  Provision for Impalrment 2012 o 2011 3y
Opening Balance as at January 01 2,841,937 606,389
Charge for the Year - 2,341,937
2,841,937 3,448,326
Reversal During the Year {2,841,937) 1606,389)
= 2\!“1;’3’
20 SUNDRY RECEIVABLES
Statutory Funds e
Sharcholders” Ordinary Universal Accident & December 31, December 31,
Fund Life Life Health 2012 201
Rupees
Advance for expenses - - 1,021,283 - 1,021,283 3,668,202
Deposits - 1,596,562 856,100 2,527,600 4,980,262 4,380,262

% 1,596,562 1,877,383 2,527,600 6,001,545 8,048,464

21 FIXED ASSETS

21,1 Tangible Assets

Furniture and  Office Computers Vehicle

Fixtures Equipment Equipments Equipment Vehicles Total

Rupees

At January 01, 2012
Cost 38,522,831 11,829,685 4,664,782 695810 17,020,985 72,734,093
Accumulated Depreciation 16,490,393 5791,373 3529909 286408 9696619 35794702
et Book Value 22032438 6038312 1134873 409,402 7,324,366 36,935,301
Year Ended December 31, 2012
Opening Net Book Value 22,032,438 6,038,312 1,134873 409,402 7,324,366 36,9393
Additions 310,000 - 93,975 - - 403,975
Disposals .
Cost - - - 529,300 529,300
Depreciation - - - ‘ 354,087 ‘ 354,087

- - - . 175,213 175,213
Depreciation Charge 2,204,619 603,831 359,617 40,940 1,454,567 4,663,574
Closing Net Book Value 20,137,819 5,434,481 869,231 368,462 5,694,586 32,504,579
At December 31, 2012
Cost 38832831 11829685 4,758,757 695812 16491685 72608768
Accumulated Depreciation 18695012 6395204 3,889,526 327,350 10,797.099 40,104,189
Net Book Value 20,137,819 5,434,481 869,231 368,462 5,694,586 32,504,579




Furniture and  Office Computers  Vehicle
Fixtures Equipment Equlpments Equipment Vehicles Total
Rupees
At January 01, 2011
Cost 38472831 11785685 4307473 648,810 17100345 72315144
Accumulated Depreciation 14,047,900 5123,037 3,108,719 243,967 7937290 30460913
Met Book Value 24,424,931 65,562,648 1,198,754 404,843 9,163,055 41,854,231
Year Ended December 31, 2011
Opening Net Book Value 24424931 6,662,648 1,198,754 404,843 9,163,055 41,854,231
Additions 50,000 44,000 357,309 47,002 498,311
Disposals
Cost - - - - 79360 || 79,360
Depreciation - . J - - 72775 | 72,775
3 ~ 2 # 6,585 6,585
Depreciation Charge 2,442,493 668,336 421,190 42,443 183204 5406566
Closing Net Book Value 22032438 6038312 1,134,873 409,402 7324366 3693939
Rate of Depreciation 10% 10% 30%: 10% 20%
21.2  Intangible Assets
Cost Accumulated Amortization
As at As at Net Book Value
As ot January | oy uvion | Disposal [December M T IONUBIY o v v (D ber | As At D bae | Useful
01,2012 31,2012 | 012012 31,2012 | 31,2012 | e
Rupeas
Computer Software 885,115 319400 1204515 610519 291931 902450 302,065 2Years
December 2011 885,115 - BE5115 167961 442558 610,519 274,596
213 Detail of Disposal of Fixed Assets - By Negotiation
Accumulated
Description Cost De iation Book Value | Sale Proceed | Gain/{Loss) Particulars of Purchaser
Suzuki Alto 529,300 354,087 175,212 519,807 344,504 Dr. Kashif Hamid
MNotes 2012 2011
Rupees
22  EXPENSES NOT ATTRIBUTABLE TO STATUTORY FUNDS
Salaries and Other Benefits 4,658,360 6,227,023
Staff Welfare 1,107,171 559,575
Travelling 392613 274,186
Advertisement 196,650 60416
Telephone 271,503 204,789
Electricity 350,651 176,133
Entertainment 946,925 444 458
Vehicle Maintenance 1414326 1,781,725
Insurance toVehicles 222 809 508,152
Fees and Subscription 275,000 275,000
Professional and Consultancy 180,000 180,000
Supervision Fees 800,107 721,539
Prafessional Tax 155,300 155,300




2012 201

Notes
Rupees

Depreciation 21 4,663,574 5,406,566
Amortization 212 291,931 442,558
Auditors’ Remuneration PLR| 166,011 338,504
Rent Expense 71,193 149,855
Compensated Absences - .
Printing and Stationery 256,971 199,620
IAP Membership Fees 50,000 57,949
Misceflaneous Expenses 307,067 191,222

16,778,168 18,354,574

The above expenses represent allocation in accordance with the advice of the appointed actuary.

23 AUDITORS" REMUNERATION

Audit Fee 400,000 400,000
Half Yearly Review 75,000 75,000
Othears 85,000 50,000
Out of Pocket Expenses 104,041 152,008

664,041 677,008

31 Allocation of the Auditors’ Remuneration is as follows:

Expense Not Attributable to Statutory Funds 22 166,011 338,504
Administration Expenses - Ordinary Life Business 166,010 169,252
Administration Expenses - Universal Life 166,01 | 67,701
Administration Expenses - Accident and Health Business 166,010 101,551
498,030 338,504

664,047 677,008

24 TAXATION

Current 2,801,730 2,218,754

4.1 Relationship Between Tax Expense and Accounting Profit

Mumerical reconcillation between the average tax rate and the applicable tax rate has not been presented
as the Company’s tax computation gives rise to a tax loss, Provision for current year income tax consists of
tax on government securities and minimum tax on turnover.

The Company’s deferred tax computation gives rise to deferred tax asset of Rs. 9.053 million (2011: Rs. 6912
million} which has not been recognised in these financlal statements.

25 (LOSS) PER SHARE - Basic and Diluted 2012 2011
Rupees Rupees
(Loss) for the Year - Rupees (7.414,923) (8,582,817)
Weighted Average Number of Ordinary Shares 50,045,600 50,045,600

{Loss) Per Share - Rupees 0.151 10.7)
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26 POLICYHOLDERS' LIABILITIES AS PER ACTUARY

. Statutory Funds
Sfnecy i Universal _ Accident & Health 5o SRS, JOTRS,

Individual Group Life Individual Group 02 2011
Gross of Reinsurance Rupees
Actuary Liability Relating
to Future Events 18600527 24,082,780 188033364 3,196 14310.859 245030726 254275616
Provision for
Outstanding Reported
Claims Payable Over the
Period Exceeding Twelve
Months 566,387 - 1,466,488 - - 2032875 1,484,286
Provision for Claims
Incurred But Not
Reported (IBMNR) 100,000 5,696,762 469,327 - 1,570,981 7.837.070 5360387
Total 19,266,914 29,779,542 189,969,179 3,196 15,881,840 254,900,671 261,120,289
Net of Reinsurance
Actuary Liability Related
to Future Events 18,600,527 6,289,084 187605935 3,196 14,310,859 226899591 224560836
Provision for
Outstanding Reported
Claims Payable Cver the
Period Exceeding Twelve
Months 566,387 - 1,463,856 - - 2,030,243 1461479
Prowision for Claims
Incurred But Not
Reported (IBMR) 100,000 1487678 468,486 . 1,570,981 3,627,145 2,424,000
Total 19,266,914 7,776,762 189,628,267 3,196 15881,840 232,556,979 228,455,315

27 REMUMERATION OF CHIEF EXECUTIVE AND OTHER EXECUTIVE
. 0m2 o _2m
Chief Chief
Executive Directors Executive Directors
Rup
Managerial Remuneration B28,000 - 828,000 -
Directors’ Fees . 500,000 - 500,000
Chairman's Honorarium . 60,000 - 60,000
House Rent Allowance 372,000 - 372,000 -
Utilities 1,189,772 - 849,694 -
Retirement Benefits 165,600 - 165,600 -
Reimbursement of Expenses 3574279 - 2,894,777 £
6,129,651 560,000 5,110,071 560,000

Mumber of person(s) 1 2 1 2

Certain employees are provided with free use of Company maintained cars.

e - |




a)

TRANSACTIONS WITH RELATED PARTIES

The related parties comprises East West Insurance Limited (Associated company), directors of the company, key
management personnel, associated undertakings, entities with commeon directors, statutory funds and employees’
funds. Following are the balances and transactions with related parties

2012 2011
e i .
. Momgmmer"  wCommon OMSCIOr  Menagement g Common
Directorship Directorship
Rupees
Transactions
Premium Recelved - - - - - 135,660
Premium Paid - - 222,809 - - 508,152
Claims Paid - - - - - 424247
Investments
Sales = = 13,320,933 = = 49,500,000
Purchases - . 2,726,754 - - 30,856,975
Balances
Premium Receivable - - - - . 414,786
Investment - . 280,518 - - 3,978,602

A segment is a distinguishable component of the company that is engaged in business activities from which the
company eamns revenues and incurs expenses and Its results are reguiarly reviewed by the company’s chief operating
decision maker to make decisions about resources to be allocated to the segment and assess its performance. Further,
discrete financial information is available for each segment. The company accounts for segment reporting using the
classes or business as specified under the Insurance Ordinance, 2000 and the Securities and Exchange Commission
(Insurance) Rules, 2002 as the reporting format based on the company’s practice of reporting to the management
on the same basis.

The company’s reportable segments under IFRS 8 are as follows:
Statutory Funds

Ordinary Life

The erdinary life segment provides life assurance coverage to individuals under conventional policies issued by the
company. It also provides life insurance coverage to members of business enterprises, corporate entities and common
interest groups under life insurance schemes issued by the company.

Universal Life
Universal life segment provides life assurance coverage to Individuals under universal life policies Issued by the
COmpany.

Accident and Health
Accident and health business segment provides health coverage to individuals members of enterprises, corporate
entities and common interest groups under health insurance scheme issued by the company.




b) Shareholders’ Fund

Assets, llabilities, expenses and revenues that are not attributable to other segments are managed under shareholder's
fund.

All segments assets, liabilities, income and expenses are allocable to reportable segments. Assets and liabilities of each
segment are disclosed in balance sheet while expenses and revenues of shareholder’s fund are presented in
profit and loss account and that of other segments are presented in revenue account,

30 FINANCIAL INSTRUMENTS BY CATEGORY

2012
Loans and Available Held to Total
Receivables for Sale Maturity
Rupees —
Assets
Cash In Hand 10,251 4 = 10,251
Current and Other Accounts 82,049,563 B - 82,049,963
Deposits Maturing Within
12 Months 54,000,000 - - 54,000,000
Loans Secured Against Life
Insurance Policles 7.944 088 - - 7,944,088
Unsecured Advances to
Employees 644,914 - - 644,914
Lovsmimencoecuices: = a 200865591 200,865,591
Other Fl;m_d Income Securities R ) 888,768 868,768
o D G - 0510 - 20510
Amount Due frorn Other g ’ ’ T
Insurer / Reinsurer 2,510,104 i ¥ 2,510,104
Sundry Recelvables 6,001,545 = * 6,001,545
Investment Income Accrued 1,862,760 % b 1.862,760
177,824,275 280,518 201,754,359 379,859,152
2012
At Ftlrﬂahhn |
Pmﬂu:& Loss .
Liabilities g
Outstanding Gratulty - 90,550 50,550
Outstanding Claims . 28,026,620 28,026,620
Amount Due to Other Insurers / Reinsurers - 3544478 3544478
Accrued Expenses - 11,495,422 11495422
Agent’s Balances - 1,844,381 1,844,381
Other Creditors and Accruals - 765175 765,175

- 45,766,626 45,766,626




E)

2011

Loans and

Available

Held to

Receivables  for Sale Maturity Yots)
e Rupees
Current and Other Accounts 104,841,985 - " 104,841,985
Deposits Maturing Within
12 Months 50,000,000 = - 50,000,000
Loans Secured Against Life
Insurance Policies 7,914,455 = : 7,914,455
Unsecured Advances to
Employees 910,918 - - 910918
Government Securities ) . 179,008,864 179,008,864
P ncpee e : 267,775 267,775
Listed Eqaties ; 4,907,591 : 4,907,591
Premiums Due But Unpaid 30,102,781 2 " 20,102,781
Amaunt Due from Other
Insurer / Reinsurer - - - -
Sundry Receivables 8,048,464 - - 8,048 464
Investment Income Accrued 1422623 - - 1422623
193,261,364 4,907,591 181,680,639 379,849,594
2011
At Fulrhl!tu-
Others mm Total
Rupees
Liabilities
Outstanding Gratuity - 90,550 90,550
Outstanding Claims - 10,560,343 10,560,343
Amount Due to Other Insurers / Reinsurers - 17,234,666 17,234,866
Accrued Expenses - 10,953,328 10,953,328
Agent’s Balances - 2,734,043 2,734,043
Other Creditors and Accruals - 823,870 823,870
- 42,397,000 42,397,000

FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

The company is primarily exposed to credit risk, liquidity risk and market risk. The company’s overall risk management
program focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the
financial performance. Overall risk arising from the company’s financial assets and liabilities are limited. The Company
consistently manages its exposure to financial risk without any material change from previous perfed in the manner
described in notes below. The Board of Directors has overall responsibility for establishing and oversight of company's
risk management framework. The Board is also responsible for developing the company's risk management policies.




31.1 Credit Risk and Concentration of Credit Risk

Credit risk is the risk that one party to financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. Concentration of credit risk arises when a number of counter parties are engaged in
similar business activities or have similar economic features that would cause their ability to meet contractual
obligations to be similarly effected by changes in economics, political and other conditions. Concentration of credit
risk indicate the relative sensitivity of the Company's performance to developments effecting a particular industry.

The company manages its credit risk by monitoring credit exposure, limiting transaction with specific counter party
and continually assessing the credit worthiness of counter parties. Management considers that all the financial assets
that are neither past due nor impaired are of good credit quality. The maximum exposure of the company to credit
risk at reporting date without taking account any collateral held or other credit enhancements is as:

2012 2011

Cash and Cash Equivalent Rupees Rupees
Current and Other Accounts 82,049963 104,841,985
Deposits Maturing Within 12 Months 54,000,000 50,000,000
Loans and Receivables
Loans Secured Against Life Insurance Policles 7,944,088 7,914,455
Unsecured Advances to Employees 644,914 910,918
Premiums Due But Unpaid 22,800,650 20,102,781
Amount Due from Insurer/Reinsurer 2,510,104 #
Investment Income Accrued 1,862,760 1422623
Sundry Recelvables 6,001,545 B,048, 464
Held to Maturity Financial Assets
Investment 201,754,359 181,680,639

379,568,383 374,921,865

The credit risk to cash and cash equivalent is negligible, since the counter parties are reputable banks with high
quality external credit rating. The Company did not hold any collateral against above assets except ‘loans secured
against life insurance policies’ that are secured against reserve balance of the policyholders. There is no impairment
against past due balances as they relate to a number of policyholders and other insurers/reinsurers for whom there
is no recent history of defaults, The Company maintained its funds with banks having strong credit rating. Currently
the funds are kept with banks having rating ranging from BBB 1o AAA

The credit quality of Company’s investment in term finance certificate can be assessed with reference to external
credit ratings as follows:

Rating
Name of Investee Company Rating Agency
Pakistan Mobille Communication Limited (1) Ad- PACRA
i 5 2012 2011
The age analysis of receivables that are due but not impaired is as follow: Rupees Rupees
Upto One Year 32,691,259 28,470,184
More Than One Year 9,072,802 9,929,057
41,764,061 38,399,241
Sector wise analysis of premium due but unpaid is as follow:
Financial Institutions 4,397 491 6,087,966
Transport and Communication 620,303 4,646,166
Food and Beverages - 582497
Engineering : 2,294.339
Others 17,782,856 6,491,813

221,800,650 20,102,781

DSTVETE 5




312 Liquidity Risk

Liqukdity risk Is the risk that the Company will encounter difficutty in meeting Its financial obligations as they fall due. Liquldity risk
arises because of the possibility that the Company could be required to pay its labilities sarfier than expected or difficulties in raising funds
o meet commitments assockated with financial Habilities as they fall due. The Company’s approach to managing liquidity is to ensure, as
far as possible, that it will always have sufficient Bquidity to meet its liabllities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Company's reputation. The following are the contractual maturities of financial
Habllities, including interest payments end excluding impact of netting agreements:

Financial Assets and Liabilities
2012 B
Esposed to Imterest Rate Risk PP
mm Upte Over Over Over Over | Over | Ower |Abowe | Bearing
s Total ey 1tad 3tola | 1oz | 2t0d | 3toS | Seni0 | 10 Fimanclal
Maonth Mhanth Years Years Yaary Years | Instruments
Aupees
On Ralance Sheet
Financial Rasets
ol i g 0351 . . . . - - - . hikey]
Cusentand Dther Atttnta MinSE B0 ELMESE 3 - = 5 = 2 - -
Depenits Maturien Wigin
17 Merths TH o OSU0O000 SN0
Loy Serured Agairas L
erance Pobcien Toae 088 7944088
Unsetired Advance i Emshopees B a + s . s . I
[ FRWITE  JOLOBAETT . A0 MMASLESE  TORBE] JRIMED  1STLIES  MAalsE . BNE
Fromiurms Due Bt Unpaid prleal] E . . . . - . priol]
Arnisants Dus From O
Friuser | Reitaser 2590904 LRI
Iewecarrint Incorme Accrued 1862760 1EL750
Sunchry Recetvabie 4000543 : H i = : = = : 0N 548
FTRATRIED  IBDBSED  ATATAM AAASLESE TAMLEED VLIS LITLIES X033 =TT
Financial Liabilitss
Defere Liahiltties - Gratty 0550 30550
Dusmarding Caims A0 JROMEI0
Ameens Dus o (her
TPt R AS4eATE 1508478
Accrued Expenses T . - - . . . - ST
Agert's Bslanery 1844181 - - - - - - - - 1864381
Ther Cemedinen and Accruah TEEITE . = . . . . . . TEE TS
50838 - .~ aBIehAM

O Balanca Shest Gap AMALTLITE  1IGOARSED  BTALOM AAAGARSE 709086 IRIMAIT 1STLIES 2041050 - @TITe6




Effeci o Interest
R | o ﬁ ?::':: ’E‘ .E: Ingtrismets
O Balanie Sheet
Financisl Assety
Cash in Hand i | - - - . . . . " 0,138
Currend mnd Chest Actounts. Sttt 104840 0T BB 50T
Dty Materiees Wizhin
17 Marth 1% SROC0.00H 501,008 200
Loans Secured Againg: e
Iraurance Poliches TA4855 14455
Urnisussd Advances i Employest. nosa s . . s . s E . FIETE]
Irneesiments Ewinlis 18658 - . W0R52870 MR TEENT L0 2110004 . 4907591
Prerminam. D but Unpald 0,000,780 - - £ . - . ¢ P L, HLTR
imzirts Dot Troe Oty
i/ Reinigeed =
Irpeestment Incorre Aocrued TAZZEN 1422523
Sundry Recetvables B4R 464 - - - £ 4 . 2 ¥ AoEAR
R TR S 4 RSN JRIIRE0E  TARUNT AN 200000804 + ARIINTY
Fimancizl Lishithies
Defenes Lisbilitie - Gratulty 055 550
Onistinding Clabes 105460343 10560,343F
Jenouets Dup o Othe
Insues  mnpuse 11234066 17234868
Accraed Experses 109535 10,353,328
Agert's Balares LI LIM
Dbt Credinoes and Accnals BIAATY A21AM
42391000 42,357,200

O Balanog thaed Gag NTASLIM 130585 . WS  IRIIRM0E  TARRTT  ITAILIG 310000804 . T




n3

314

315

36

331

332

Market Risk

Market risk is the risk that the value of a financial instruments will fluctuate as a result of changes in interest rates
or market prices due to a change In credit rating of the issuer of the Instrument, change In market sentiments,
speculative activities, activities, supply and demand of securities and liquidity in the market. The Company is not
By to currency risk as it is not involved in foreign currency transactions. However, it is exposed to interest rate
risk and market price risk.

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, The Company is exposed to changes in market interest rates through its investment

in other fixed income securities of Rs, B88,768 (2011: Rs. 2,671,775). Management considers that fluctuation in market
interest rate will have no significant impact.

Fair Value Sensitivity Analysis for Fixed Rate Instrument

The Company does not account for any fixed rate financial asset and liability at fair value through profit and loss.
Therefore, a change in interest rates at the reporting date would not affect profit and loss account.

Other Price Risk

The company is not exposed to this risk,

FAIR VALUE OF FINANCIAL ASSETS

The fair value of all other financial assets and financial liabilities is estimated to approximate their carrying value.
INSURANCE RISK

Insurance Contract

The Company issues contracts that are classified as insurance contracts as they transfer significant insurance risk
(against death, disability and sickness) from the policyholder to the Company. Company classifies its contracts
{policies) into group life, group accident and health, individual life and individual accident and health business, None
of the contracts of the Company contains discretionary participation feature. Company also offers some supplementary
benefits attached in the form of riders with individual life contracts,

General Terms of the Insurance Contracts lssued by the Company are as follow:

33.2.1 Group Policies

Group Life

The group life policies are generally one year renewable term Insurance contracts. In most of the cases they provide
group coverage to the employees of an employer. Group policies are issued to lending agencies such as banks to
provide group coverage to their borrowers, In many cases supplementary coverage is also provided which may
include accidental or natural disability benefits and additional accidental death benefit.

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

All the group insurance contracts are nan participatory and have no cash value, Company has its own market
personnel to sell group policies.

Group Health

The group health policies of the Company provide covered against accidental death, disability, sickness and critical
iliness, These are generally one year renewable term insurance contracts which are non participatory and have no
cash value, In most of the cases they provide group coverage to the employees of an employer. Company has its
own market personnel to sell these polices.
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Individual Policies

Individual Conventional Life Products

The Company stopped selling conventional type business since 2007, All pre-existing conventional policies
were converted to universal life policies. Hence, in conventional life business, there are only non-participating
paid-up conventional policies.

Individual Accident and Health Products

The Company, in its accidental and health statutory fund, offers two individual one-year renewable term non-
participating accidental products which provide covered against accidental death, disability, sickness and critical
liness. These preducts are distributed through in-house agency of the Company.

Universal Life Products

Under these plans a certain amount is set aside from the premium for expenses and meeting the mortality cost
and the remainder of the premium is invested to earn some investment return., Investment return is allocated to
these products on an annual basis keeping in view the investment earnings of the 'Universal life fund

Particulars of insurance contracts provided by the Company under universal life are as follows;

Type of Insurance Insurance Risks Type of Customers Insured Event | Method Used
Contracts to Distribute
Mehfooz Sarmaya Plan  Mortality risk, investment risk  From age 18 to age 60 Death in-House Agency
years {in good health)
Sarmaya Gold Plan Mortality risk, investment risk,  From age 18 to age 60 Death In-House Agency
(Single Premium) accidental death risk years (in good health)
Scholar's Plan Mortality risk of payer and child,  Children from age 1 1o Death In-House Agency
investment risk age 17 with related
payer from age 18 to
60 {in good health)

3323

The following riders are offered by the Company which can be added to its periodic premiums universal life
products:

1- Accidental death benefit

2- Accidental indemnity benefit
3-Term insurance rider

4- Major surgery benefit

5- Family income benefit rider

Policyholders’ Liabilities

The general principles adopted in the valuation of palicy holder liabilities for various classes of business and the
reasons for adopting them are described below:
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Group Policies

The llability in respect of group life and accidental and health insurance, and riders of all types, was set using the
unearned premium method. Unearned premium reserve is heid for that portion of premium which has not yet
accrued at balance the sheet date. Due provision was made for claims incurred but not reported ("IBNR") by analyzing
claims incurred after the valuation date till the reporting date and past pattern of claim intimation lag from the date
of occurrence of claim. The Company also holds a premium deficiency reserve, if required, which reflects the view
of the appointed actuary regarding the eventual loss ratio expected under group insurance contracts duly accounting
for the IBNR provisions.

Individual Accidental Policies

The liability in respect individual accidental policies was set using the unearned premium method as described
above for group business.

Individual Conventional life Policies

The liability under individual conventional life assurances is calculated by deducting from the present value of the
sums assured, ninety per cent of the present value of the net premiums. Net premiums are calculated under the
medified preliminary term method, to be the level net premiums on the valuation basis plus adjustments to allow
for the first year expenses at 5% of net premiums for each year of the premium paying term (e.g. 50% for a term of
10 years), limited to 100% for a term of 20 years or more. EFU [1961-66) Mortality Table and a valuation interest rate
of 3.75% are used for valuation of liabilities. As at the balance sheet date (valuation date), all conventional policies
are either paid-up or are in benefit stage where the premiums have been ceased.

Individual Universal Life Policies

The liability for universal life business was calculated by summing up individual mathematical reserves of the policies,
The mathematical reserves as at the valuation date were calculated individually in accordance with the bases outlined
in the policy document. LIC (1994-96) Mortality Table is used as the base for deducting mortality charges. Suitable
provisions were made for the unexpired mortality charges, expense charges, unexpired linked riders and investment
income 1o be credited to each policy account in respect of the period from the policy anniversary date of the said
calendar year up to the valuation date.

Liability Adequacy Test

The adequacy of liability held by the Company has been tested using an alternative reserving method based upon
realistic estimates of future mortality, expenses, lapses and Investment return. Based upon the results of this test the
appointed actuary considers that the liability being kept by the Company is adequate.

For the Frequency and Severity of Claims

In individual life business, the frequency and severity of claims is restricted because of underwriting strategies which
does not permit higher sum assureds to higher age groups. Secondly, high sum assureds are reinsured. The mortality
risk is well diversified because the insurees are spread all over Pakistan where the Company has established branches.
In group life business, the number of groups and number of life insured are enough to treat the business as wel|
diversified. Hence, frequency of claims is controlled through diversification. The severity of claims is restricted due
to reinsurance and requirement of medical underwriting for high sum assured insurees in the groups.

In group health business, the frequency and severity of claims is controlled through proper claim investigation
processes and pacts between panel hospitals and the Company. The severity is also controlled through upper limits
on claims and exclusions of some high expense diseases. Additional premium is charged per thousand of a limit
which covers some dread diseases.




335

aj

bh

cl

However, the frequency can be affected in case there is a variation in the mortality rates experienced by the group
of lives insured by the Company. An unusual catastrophic event such as a disease epidemic, flash floods or a major
earthquake can produce a sudden spike in the frequency.

Accounting Estimates and Judgments
Mortality and Morbidity Experience

Martality table based an experience of Indian Life Insured with some adjustments is used to value group life business.
This assumption varies due to the volume of the group and nature of industry to which that group belongs.

Group health business is valued on the table of rates developed by the appointed actuary based on histarical
experience of the Company. The assumptions vary due to change in medical inflation rates,

Persistency Rates for Long Term Individual Policies

The valuation of individual conventional paid up policies has been carried out using 100% persistency (i.e. the
liabilities contain no recognition of lapses) as per the guidelines of SECP.

Expense Levels and Inflation

The following assumptions are used to value unexpired expenses for periodic premium individual universal life
products:

97% of the first year expense charge (20% of premium) occurs on the day of issuance of policy. The remaining 3%
is reserved for unexpired term proportionately;

30% of the second year expense charge (15% of premium) occurs on the first anniversary of the policy. The remaining
70% is reserved for unexpired term proportionately;

For group life and health, the basic premium is loaded 10% to 15% to cover administration expenses, excluding
commission expense which is separately factored in. In group health, the assumption of average hospitalization
expense per day is updated periodically based of medical inflation rates; and

In individual accidental policies, around 40% of premium is allocated to expenses and commission payments.
Investment Returns

The valuation of individual conventional pald up policies has been carried out using 3.75% discount rate assumption
as per the guidelines of SECE The account values of universal life policies depends upon historical investment returns
earned on these policies. Hence, the liability incorporates investment return distributed to the policyholder up to
the valuation date. Due provision is made for unexpired investment income, The future investment returns are not
sensitive to the liability as at the valuation date in respect of universal life policies.

Tax

There is no major Impact of taxes on valuation of liabilities, future benefit payments and premium receipts.




336 Process Used to Decide on Assumptions
The assumptions are used only to value Individual Conventional Faid up Policies. These assumptions are fixed
according to the SECP guidelines.
Mortality assumption: EFU (1961-1966) Table
Interest rate: 3.75% per annum
Expenses and persistency: No explicit assumptions
Mo assumptions have been made to value Universal Life Policyholder’s llabilities since the liabilities are based on
actual account values as at the valuation date i.e. Retrospective valuation method has been used.
337 Sources of Uncertainty in Estimation of Future Benefit Payments and Premium Receipts
The uncertainty with respect to future premiums and benefits may arise due to unexpected changes in mortality
or disability experience. Adverse mortality experience will result in excess benefit payments, and reduced future
premium income. Likewise, unexpected changes in surrenders and lapses could also have a significant impact on
future realized premiums, Estimates of lapses and surrenders are based on internal experience studies carried out
annually. Factors that could affect policyholder behaviour include, market factors such as interest rates, policyholder
preferences in terms of the monetary value that a policyholder relates with the insurance policy, the frequency of
premiurn payments and the age of the individual.
33.8 Processfor Estimation of IBNR and its Provisioning Mechanism
Due provision was made for IBNR dlaims by analyzing claims incurred after the valuation date till the reporting date,
The claims actually intimated Subsequent to the Balance Sheet date which pertains to calendar year 2012 were taken
a5 |BMR reserve after adjusting the amount for unreparted claims pertaining to 2012, For adjustment, the history
of lags between the date of claim occurrence (e.g. death) and date of intimation was analyzed. The lag factors were
developed and applied to total claims.
33.9 Sensitivity Analysis
Change in Cha in
Variables Change in Liabili Liability
Nariahia 2012 2011
al Term Insurance with Fixed Guaranteed Terms
{In Life Conventional Paid Ups)
Worsening of Mortality and/or Morbidity Rates FOR 5% 8123 9.777
Risk Policies 10% 16,187 19,494
Improvernent of Mortality M/A A M/A
Worsening of Persistency Rates for Long Term Mo assumption of persistency in estimating
Individual Policies policyholder's liability
Increase in Expense Levels and Inflation No assumption of expenses in estimating
policyholder's liability
Decrease in Investment Returns The discount rate of 3.75% p.a. is fixed by SECP.
b} Long Term Insurance Contracts Without Fixed Terms

(individual Life Universal Life)

The policyholder's liability In respect of individual universal life business is based on accumulated account value with
provision for unexpired charges. The liability does not have any explicit underlying assumptions and do not contain any
uncertain item. Therefore, no sensitivity analysis is required,
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Claim Development

Development of claims against insurance contracts issued is not disclosed as uncertainty about the amount and
timing of claim settlement is uswally resolved within one year,

Management of Insurance Risk

The risk under any insurance contract is the possibility that the insured event occurs and the uncertainty of the
amount of resulting claim. By the very nature of the contract the risk is random and unpredictable. The Company
is exposed to the uncertainty surrounding the timing, frequency and severity of claims under contracts.

The Company manages its risk via its underwriting and reinsurance strategy within an overall risk management
framework. Exposure are managed by having documented underwriting limits and criteria. Adequate reinsurance
is arranged to mitigate the effect of potential loss to the Company for large insured events, Further, the Company
adopts strict claim review policies including active management and prompt perusing of the claims, regular
detail review of claims handling procedures and frequent investigation of false claims to review the insurance
risk.

The underwriter's freedom to underwrite is paramount. Therefore, the underwriter will have the discretion to
decline, reduce, or modify the proposal or cut out a rider even if the case appears to be acceptable, Those risks
subject to a higher than normal mortality are said to be sub-standard or impaired risk as their chances of surviving
from year to year are impaired. Such lives are either accepted only with extra premium or with some restriction,
or postponed or declined as the merits of Individual case warrant. Free caver limit in case of group Insurance
business is set with the consultation of the appointed actuaries on case to case basis.

The insurance law has laid down some minimum criteria for insurance risk management, which is mandatory for
all insurers. This includes guidance regarding minimum capital requirement for insurers, requirement to submit
a financial condition report on an annual basis, minimum reserving basis for the financial condition report,
minimum solvency requirements and requirement to match the currency of assets and liabilities. Also the law
lays down certain restrictions on the assets that may be counted as admissible assets, prescribes guidelines for
valuation of assets and liabilities, prescribes reinsurance arrangements and prescribes guidelines for investment
of funds. Strategy of the Company to manage insurance risk meets the regulatory requirements in this regard
in addition to internal Company specific practices.

Other Risks

The Company faces a number of financial risks in its assets and liabilities, apart from insurance risk. These risks
can be broadly categorized as expense risk, lapse risk, market risk, credit risk and liquidity risk. This section
describes these risks on the company level and identifies and describes the processes and strategy of management
to manage these risks,

Expense Risk

The risk that the Company faces is that future expenses may be higher than those used in pricing of products
causing an expense overrun, The Company mitigates this risk by incorporating a certain level of acceptable
conservatism in building future policy expense factors in pricing and expects to maintain its actual expenses
within these limits, Regular monitoring of palicy expense factors in pricing and expects to maintain its actual
expenses within these limits. Regular monitoring of expenses allows the Company to adjust its pricing in time
to account for higher than expected expenses,




Lapse Risk

The risk the Company faces is that future persistency rates may be lower than assumed in pricing, thus impacting the
emergence of profit from its portfolio of individual life policies. The Company places tremendous emphasis on quality
customer services and retention of clients by making persistency standard an integral part of the sales force culture,
It has robust systems in place to regularly monitor the lapse experience, Regular focus on persistency is embedded
in the Company’s culture and is an integral part of the monitoring of the sales force performance and remuneration.

Surrenders Risk

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

Catastrophe Risk

The business of the Company is spread in different geographical areas of the country, However the insurance penetration
rate in the country is very low. This means for any localized segment of the population only a small proportion of the
people would be covered under life insurance, The proportion covered by the Company's policies is expected to be
even smaller. As a result any localized catastrophic event is not expected to have any significant impact on the Company.

The situation is a bit different on the group insurance side where there Is a higher concentration of risk because by
its very nature this business often covers a large number of persons located within a restricted geographical area,
such as a building or a factory premises. This risk is somewhat mitigated due to the presence of reinsurance cover for
the individual and group policies. In addition the premium rates of the Company are designed to adequately cater
for this risk. Premium deficiency reserve held by the Company for its group business provides an extra layer of security
against this risk.

Operational Risk or Pricing Risk

The Company utilizes industry recognized underwriting practices to ensure that only standard risks are written on
standard rates, Any sub-standard risks identified during the underwriting process are charged suitable extra premiums.
This ensures fair and equitable treatment between various risk categories and helps in keeping its standard rates
competitive by the insurance industry standards. This practice also protects the Company against the risk of large
number of sub-standard impaired lives accumulating on its policy portfolio, since extra premium is automatically
charged commensuration with such risk.

REINSURANCE RISK
Reinsurance ceded do not relieve the Company from its obligation to policy holder and as a result the Company
remains liable for the portion outstanding claims reinsured to the extend that reinsurer fails to meet the obligation

under the reinsurance agreement.

In order to minimize the financial exposure arising from large claims, the Company, in normal course of business,
enters into agreement with other reinsurers.




In order to manage this risk, the Company obtains reinsurance cover only from companies with sound financial health.
The Company has reinsurance arrangements with "A" rated companies Hannover Re and Swiss Re to cover the individual
policies and group life insurance policies. Amounts of Rs. 3,544,478 and Rs. 2,510,104 is "amount due to reinsurers®
and "amount due from relnsurees” (2011: Rs. 17,234,866 and Nil) respectively as on December 31, 2012

The detall summaries of reinsurance contracts of the Company are as follows:

MName of the Treaty Participation Territorial
Reinsurer Structure Share Rating Scope Risk Covered
Hannowver Quota 509% AT Pakistan Group life insurance portfolio of assumed:

Rueckvericherunf AG Share

Basic death and accidental death
Dread disease / critical hospitalization
Total permanent and partial disability

Hannover Surplus Surn assured A Pakistan Individual life insurance portfolio of
Rueckvericherunf AG Treaty mare than assumed:
Rs. 200,000

Basic death

Swiss Re Quota 25% A Pakistan Group life insurance portfolio of assumed:
Share
Basic death
Accidental death

Dread disease / critical hospitalization
Total permanent and partial disability

35 CAPITAL MANAGEMENT

The Company's capital management objectives are;

@ to comply with minimum paid-up capital requirement prescribed by SECP

@ toensure the Company's ability to continue as a going concern; and

@ to provide an adequate return to shareholders by pricing its Insurance premium commensurately with the
level of risk.

The Company’s abjective in capital management s to maintain a balance between shareholders’ capital to overall
financing and statutory funds to the investments. The Company manages the capital structure and makes adjustments
ta it in the light of changes in economic conditions and the risk characteristics of the underlying assets. In order to
maintain or adjust the capital structure, the Company may adjust the amounts of dividends paid to shareholders and
issue new shares. Further, the Company ensures to comply with all the regulatory requirements regarding capital and
its management.

Capital requirements applicable to the company are set and regulated by the Securities and Exchange Commission
of Pakistan (SECF). These requirements are put in place to ensure sufficient solvency margins. The Company manages
its capital requirement by assessing its capital structure against the required capital level on a regular basis. Minimum
capital requirement for the Company as required by Circular No. 03 of 2007 dated April 10, 2007 is Rs. 500 million.




36 DATE OF AUTHORIZATION FOR ISSUE

These financial statements are authorized for issue on May 10th, 2013 by the Board of Directors of the Company.
37 NON-ADJUSTING EVENTS AFTER BALANCE SHEET DATE

The Board of Directors of the Company in their meeting dated May 10, 2013 have approved issue of right shares to
existing shareholders in the ratio of 3 for 16 Shares held.

38 GENERAL

Amounts have been presented and rounded off to the nearest Rupee.
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CHIEF JUSTICE (R) MIAN MAHBOOB AHMAD MAHEEN YUNUS, CPCU A. K. M. SAYEED JAVED us

Chairman Managing Director & Director Director
Chief Executive




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

Section 46(6)

(2l

(b}

In cur gpinion the annual statutory accounts of East West Life Assurance Company Limited set out in the forms attached
to the statement have been drawn up in accordance with the Ordinance and any rules made there under;

East West Life Assurance Company Limited has at all times in the year complied with the provisions of the Ordinance and
the rules made there under relating to paid-up capital and reinsurance arrangements, with exception of solvency, which
complied with the provisions of the Ordinance and the rules at all times in the year except for specifically on December
31st, 2012, at which time it met the provisions of the Ordinance and the rules prior to their amendment through SRO
16(I2012 dated January Sth, 2012. In this regard, the Board of Directors in their 80th Meeting held on May 10th, 2013
have resolved to increase the pald-up capital of the Company through a right issue and, after injection of the right issue
amount, said amended solvency requirements will be met by the Company.

As at Decemnber 31st, 2012, East West Life Assurance Company Limited continues to be in compliance with provisions of
the Ordinance and the rules made there under relating to paid-up capital and reinsurance arrangements, with exception
of solvency, which continues to be in compliance with the provisions of the Ordinance and the rules prior to their
amendment through SRO 16{1)/2012 dated January 9th, 2012. In this regard, the Board of Directors in their B0th Meeting
held on May 10th, 2013 have resolved to increase the paid-up capital of the Company through a right issue and, after
injection of the right issue amount, said amended solvency requirements will be met by the Company.

Section 52(2}c

(d)

In our opinion each statutory fund of East West Life Assurance Compary Limited complies with the solvency requirements
of the Insurance Ordinance, 2000 and the Insurance Rules, 2002 prior to their amendment through SRO 16{1)/2012 dated
January 9th, 2012, However, as per the amended rules, the statutory funds do not comply with the solvency requirements.
In this regard, the Board of Directors in their B0th Meeting held on May 10th, 2013 have resolved to increase the pald-
up capital of the Company through a right issue and, after injection of the right issue amount, said amended solvency
requirements will be met by the Company.

\\aeu. S mmﬁ (it e s gﬂ.}/

CHIEF JUSTICE (R) MIAN MAHBOOB AHMAD MAHEEN YUNUS,CPCU A.K.M.SAYEED JAVED'YUNUS

Chairman Managing Director & Director Director
Chief Executive




Statement by the Appointed Actuary
{As per the requirement of Section 52{2) (a) & (b)
of Insurance Ordinance, 2000}

In my opinion

(a) the policyholders’ liabilities included in the balance sheet of East West Life Assurance Company Limited as at 315t December
2012 have been determined in accordance with the provisions of the Insurance Ordinance, 2000; and

(b) the Shareholders’ Fund and the Statutory Fund of the Company do not meet the solvency requirement of the Insurance
Ordinance, 2000 as at 31st December 2012. | have been advised by the Company that the Board of Directors in their 80th
Meeting held in Karachi on 10th May 2013 have resalved to increase the paid up capital of the Company by Rs. 93,8355
millicn through a rights issue. When the amount against the rights issue is fully subscribed, | estimate that the solvency
requirements of the Insurance Ordinance, 2000 will be met by the East West Life Assurance Company Limited.

e

Karachi Shujat Siddiqui, MA, FIA, FPSA
Date: May 10th, 2013 Appointed Actuary




Pattern of Holding of the Shares
Held by the Shareholders of East West Life Assurance Company Limited

As At December 31, 2012
T Wumber of Shareholding Total
Sharghalders Fram Te Shares Held Percentage
84 From 1 To 100 5070 0.0
528 From 1m Ta 500 248,512 04966
118 From 501 Ta 1,000 105,953 o2z
132 From 1,001 Ta 5,000 353,274 0.7059
k) Fram 5001 To 10,000 267,178 05339
15 From 10,001 Ta 15,000 192420 03845
2 Fram 15,001 To 20,000 IB.646 0.0772
2 Fram 20,001 To 15,000 48,000 0.0959
4 From 25,001 To 30,000 110,852 02215
1 From 40,001 To 45,000 44,000
1 Frem 45001 Ta 50,000 45,500
1 From 70,001 To 50000 78,030 0.1559
1 Freum 110,001 To 115,000 112,500 02248
1 From 115,001 Ta 120,000 116,800 02394
1 Fram 285,000 Ta 200,000 288,673 0.5768
1 From 300,001 Ta 350,000 330,000 06594
1 From 350,001 To 400,000 362,198 0.7237
L] From 400,001 To 425,000 08174
1 From 435,001 Ta 450,000 426,515 08523
1 From 450,001 To 500,000 472,198 0.9435
1 From 500,001 Ta 600,000 575,695 1.1583
1 From 600,001 To T00,000 13955
1 From 500,001 Ta 1000000 a2 18428
1 From 1,000,001 To 1,100,000 1,026,015 20502
1 Fram 1,300,001 To 1,400,000 1,395,960 27894
1 From 1,900,001 Ta 2,000,000 1,911,050 38186
1 Fram 2,000,001 To 2,200,000 2,189,734 43755
1 From 2,200,001 To 2,293,329 45825
1 From 2,500,001 Ta 3,000,000 2,645,970 52951
1 Froem 3,000,001 To 3,500,000 3,240,207 GATAT
1 From 3,600,001 Ta 3,900,000 3,606,080 7.2056
1 From 3,900,001 To 4,000,000 3,998,643 7.9900
1 From 21,000,001 Ta 21,500,000 21471818 42.9045
e i 30,045,500 Joo.0000
Sharehalders HNumbat Shares Hald Parcantage
CEQ, Directons and thelr Spouses and Minor Children's 12 35672087 Tiam
Jodng Stock Compankes, insurance Companées,
Investment Companies & Modsrabas 2 3,607,080 72076
Iniaichuats 930 10,766,433 513
Total 944 50,045,600 TC0U0000
Categories of Shareholders Mo of Shareholders Shares Hald Percantage
Assoclated Company
My's East West Insurance Comparty Limited i 3,506, 0180 12054
Other Company
National Development Finanoe 1 1000 0020
NIT &P
HCP A Mir. Y ain 1 100 D002
ICP Afc ML Masima 1 400 00008
ICP Ade. Mr, Miohammad Ashfag 1 100 00002
ICP Ade Mr. Zafar 1 100 Do
HCP Afe. Hajl Sher Aghan 1 400 0008
SHAREHOLDING 5% or More
Narved Yunus 1 24T1.818 £2.9045
mina Yinus 1 1545970 52951
Y 1 3,958,643 7.9900
Samad Yunus 1 3,240.397 bAT4T
CED, Directors, thelr Spouses and Minor Children’s
Mahesn urus, 1 579,595 11583
Jwved Yunus 1 362,198 07237
Perez Yunus 1 aT2188 05435
Omer Yunus 1 185,734 43755
Chief hestice (H) Mian Mahboob: Ahmed 1 5 00125
ALK M. Sayeed 1 3553 0,007
Fubina Yunus i AF9051 a7
Ambreen Yunus | 188,573 05T
Infivichuals 925 10,765,333 21.5110
Total Lo 0045600 00,0000
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We Have the

m

Solutions for your Dreams

All of us dream the same dream and start making
plans accordingly, but life is never short of surprises.

Let East West Life take the worry out of your saving
and life insurance needs. Our comprehensive range
of life insurance and investment products like
Mehfooz Sarmaya, Scholar’s Plan, Sarmaya
Gold, Personal Accident and Accident Protection
plans let you protect your family while giving you
real peace of mind.

EAST WEST LIFE

ASSURANCE COMPANY LIMITED
A Member of Exel Went Geowp of Companies




Branch Network

Lahore

Zonal Office®

2nd Floor, Nagi Arcade,

71, Shahrah-e-Quaid-e-Azam, Lahore,
Tel: (042) 36280181, 36370717

Fax: (042) 36370711

E-Mail:
lahore.zone@eastwestlifeco.com

Sahiwal

1st Floor, Mansha Plaza,
Lahore Commercial Centre,
MNear General Bus Stand,
G.T. Road, Sahiwal.

Mobile: (0322) 7854248

Multan

2nd Floor, Ghaffar Plaza, Bohra Street,
Multan Cantt., Multan.

Tel: (061) 4504345, 4504346,

Fax: (D61) 4504348

Sialkot

1st Floor, Yazdani Autos,
Oppaosite M, F. Elahi Building,
Kashmir Road,

Sialkot.

Tel: (052) 4297420

Layyah
15t Floor of Khan Plaza,
Main Choubara Road,

Layyah.
Tel.: (060) 6410371

Rawalpindi

Zonal Office®

55-A, Bank Road, Rawalpindi Cantt.
Rawalpindi.

Tel: {'151] 5514322, Fax: (051) 5564809
E-Mail:
rawalpindi.zone@eastwestlifeco.com

Gujrat

Near Grid Station/Police Chawk,
Sargodha Road, Gujrat.

Tel.: (053) 3538067, 3535658

E-Mail:

sargodharcad. guj@eastwestlifeco.com

Chakwal

15t Floor, Bait-ul-Mukarram Masjid,
Talagang Road, Chakwal,

Tel: (0543) 553226

Mobile: (0200) 5814289

Jhelum

F-1, 3rd Floor Shabbir Plaza,
Shandar Chowk, Jhelum.
Tel.: (0544) 623261,

Fax: (0544) 720631

Havelian
Railway Road, Main Bazar, Havelian,
Tel: (0992) 810323, 810896

Pindi Gheb
Gulf Plaza, Bhanora Chowk, Pindi Gheb,
Tel.: (0572) 350608

Muzaffarabad (Azad Kashmir)
Flat No.4, Azam Plaza,

Opp.: P50 Petrol Pump,
Chehla Neelum Road,
Muzaffarabad [A.K.).

Mahbile: (0300) 9111787

Mirpur (Azad Kashmir)

1st Floor, 23 Ayub Plaza, Mian
Muhammad Road,

Mirpur (Azad Kashmir).

Tel.: (058610) 35491, 92898

Bhimber (Azad Kashmir)

Ch. Barkat Plaza, Samahni Road,
Bhimber (AK.).

Tel.: (058650) 43551

Rawalakot (Azad Kashmir)
Mear CM.H., Rawalakot (AK.)
Tel: (058710) 43554

Peshawar

Zonal Office®

Room Mo. 1 & 2, 1st Floor,

Sughra Building, 8-Saddar Road,

Opp. S5tate Bank of Pakistan,
Peshawar Cantt., Peshawar.

Tel: (091) 5284725, Fax: (091) 5273874
E-Mail:
peshawarzone@eastwestlifeco.com

Mote:
Besides the company's head office
(stated on page number 10},
corporate (group life and group
health) insurance services are also
offered at the above individual life
sales affices marked with an
asterisk (*).




FORM OF PROXY

20th Annual General Meeting

being a member of East West Life Assurance Company Limited, hereby appoint ...cuceeerccsccicrccscoscscssecssnsoscsnssnmnsssmanasnns

anather member of the company, as my/our proxy in my/our absence to attend and vote for me/us and on my/our behalf at the 20th Annual
General Meeting to be held on Friday, May 31st, 2013 at 12:00 noon at 28 - Regal Plaza, M. A. Jinnah Road, Quetta and at any adjournment

thereof.
LT T 1 R — (s v 2013
n WILNESS: e esscessssseessmsmesmasssssanssmananna
Signature e mmm e n e m e e e e mmnn ... Flease
Affix Rupees
Name e s S, Five Revenue
Stamp
CNIC No. [(TTTTITTTTI T
PRSSPOENG:  cosceemsoocooemaimen e o e e s e e
2 WIHNBES: 3z ciiidscrncssmsmmssasanis s mmssses e sns s s s
Signa'gupe e R e e B R e L R s S
Name = seeeeses B T
Addiést 3 csscscsssssssssssssssassssssssssssssssssssssssmas
CNIC No. (TTTTMITTITT ]
Ly b USSR SR LR AU N S Tk ¢ SR Signature of Member

IMPORTANT: This instrument appointing a proxy, duly completed, must be received at the office of the Company’s Share Registrar, M/s.
Bema Associates (Pvt) Limited, 515 EFU House, M. A, linnah Road, Karachi, not later than 48 hours before the time of holding the meeting
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L AFFIX
CORRECT
© POSTAGE
The Company Secretary
EAST WEST LIFE
ASSURANCE COMPANY LIMITED
Share Registrar's Office

515, EFU House, M.A. Jinnah Road, Karachi,
Tel, Off: (021) 32316087
Fam; (92-21) 32316187
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Showing Ways to Realize
Your Dreams
¢

Everybody agree that efficient, skillful and cooperative efforts of both employer
and employees are essential for the growth and profitability of any business
operation. Satisfied employees, assured of a secure financial future of their
families, tend to be more loyal to the organization and apply fully and devotedly
to the work entrusted to them.

Our Group Life and Health insurance policies are ideal to manage employee
?Orawlh. Being generous and customizable, our policies are the perfect choice EAST WEST LIFE

r the corporate client interested in providing the best cover to the employees ~ ASSURANCE COMPANY LIMITED
and their families. A Mersber of East West Growp of Comganics




EAST WEST LIFE

ASSURANCE COMPANY LIMITED

HEAD OFFICE:

310 EFU House, 3rd Floor, M. A. Jinnah Road,

Karachi-74000, Pakistan

Tel: (0271) 323116625, 32310904, 32310726, Fax: (021) 32311667
E-mail: info@eastwestlifeco.com

Website: www.eastwestlifeco.com
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