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MISSION
STATEMENT

SGIl to become a leader in insurance

through innovation, competitive @ ¢
advantage, customers’ satisfaction % /@ @

and stakeholders’ confidence.
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UALITY POLICY &
OBJECTIVES

We aspire to be the lead insurance company
and achieve global recognition through quality
products, high quality service and superior risk
underwriting capability.

\ ¢ Innovative products
To achieve ¢ High quality & timely customer service

. ) To achieve
¢ Increasing market share Market * Prompt payment of claims
. - . . . . . customer
¢ Large & more diversified business portfolio dominance * Provide adequate protection to clients and

satisfaction

« Greater market outreach through: pass on to clients greater benefits through:

¢ Through more cost effective insurance with
less risk exposure

If ¢ ut M
e T £ || : b

« Through innovative underwriting ¢ By enhanced efficiency through optimum
techniques & practices To achieve utilization of resources

stakeholders’

« Disciplined risk management & judicious su perior risk ¢ Through increased premium growth & confidence &
Q’ underwriting underwriting earnings to enhance the return to shareholders. continuously
/“;_\‘  Through hiring/retaining highly qualified & capacity: ¢ Enhance job satisfaction & employee creativity improve
expereienced underwriters & adequate ~ and provide employees with opportunities ~._Pperformance:
for personal & career development NN s

1 2 in house training / exposure
{44 :
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INSURER FINANCIAL
STRENGTH RATING
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BOARD OF
DIRECTORS

By adopting best practices and measures we are ensuring
consistent growth in market share for Security General
Insurance Company Limited”

Mian Hassan Mansha
Chairman

Nabeela Waheed Inayat Ullah Niazi Mahmood Akhtar

Director Director Director

Muhammad Azam Farrukh Aleem Khalid Mahmood Chohan

Director Chief Executive Officer Company Secretary

SECURITY GENERAL INSURANCE COMPANY LTD 7



CEO
MESSAGE

Farrukh Aleem
C.EO

To Our Proud Policy Holders,
Sponsors, Members and Employees



To Our Proud Policy Holders, Sponsors, Members and Employees

Over the past year and half, we faced a very challenging time as individuals and communities,
as a company and a workplace; This changed the whole dynamics of doing business including
provision of services and providing a safe environment for the employees. To meet these
challenges, we focused on technological innovation, process development and providing a
healthy environment to our employees.

During the year 2021, we grew net premium revenue, underwriting profit and net profit before
and after tax at a very good rate and outperformed the history of the Company.

Key financial performance and strength indicators of Company are admirable and are as

follows:

. Gross Premium = PKR 4 Billion.

. Net Profit After Tax = PKR 1.5 Billion
. Investments = PKR 19.43 Billion.

o Equity = PKR 16.77 Billion.

As Security General Insurance Company, our vision, mission, and guiding principles keep
us focused on our clients, human resource and the members” well being who vested their
trust on us. With great focus on client needs and satisfaction, we guide and offer them the
best and innovative products which not only best suites to their risk management strategy
but also help them to do it better both in terms of protection and cost effectiveness. We pay
full attention on timely settlement of claims to our clients, this feature outstands us in the
market, even during COVID-19 lock down period we took extraordinary care of workshops,
surveyors and clients” claim payments. Human resource is key to our success, we hire
and train them in a most conducive culture and environment at SGICL. This helps us in
achieving our objective of personal and professional well-being of the human resource and
ultimately reaping maximum benefits for the Company. Sponsors are a key guiding source
in formulating our vital strategies. Under their patronage, SGICL had made investments of
Over 4.6 Billion Rupees over the last four years in companies with lucrative businesses. This
strengthens our financial position and support to our future income growth. SGICL financials
are comparable with any major player of the industry.

SGICL shall continue its regular growth while maintaining portfolio mix with a focus to
improve bottom line of the company.

| convey my heartiest best wishes and thank you to all our clients, employees, sponsors and
other stakeholder to keep us move forward in the right direction.

Have a prosperous and healthy year ahead!

SECURITY GENERAL INSURANCE COMPANY LTD



COMPANY
INFORMATION

Board of Directors

Mian Hassan Mansha
Chairman

Mahmood Akhtar
Director

Nabeela Waheed
Director

Farrukh Aleem

CEO

Management

External Auditors

Inayat Ullah Niazi

A.F. Ferguson & Co.
Chartered Accountants

Internal Auditors

Muhammad Azam

Ahsan & Ahsan
Chartered Accountants

Lawyers

Farrukh Aleem

CEO

Hafiz Khuram Shahzad
CFO

Khalid Mahmood Chohan
Company Secretary

Audit Committee

Hamid Law Associates

Head Office

Mian Hassan Mansha
Chairman

Mahmood Akhtar
Member

Inayat Ullah Niazi
Member
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SGl House, 18 C/ ET,
Gulberg Ill, Lahore.
Tel: 92-42-35775024-29
Fax: 92-42-35775030
E-mail: sgildsgicl.com
Web: www.sgicl.com
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KEY FINANGIAL DATA

Description 2021 2020 2019 2018 2017 2016
Rupees in Million

Gross Premium 3,924 8,799 3,122 2,496 2,013 2,102
Profit after Tax 1,500 707 959 854 825 800
Profit before Tax 2,104 1,008 1,353 1,292 1,278 1,186
Investment Income 1,831 724 1,037 995 1,083 1,017
Underwriting Income 391 369 302 294 310 271
Net Revenue 924 816 696 600 503 4Lhé
Net Claims 120 1M1 110 83 Q4 75
Paid up Capital 681 681 681 681 681 681
Authorized Share Capital 1,000 1,000 1,000 1,000 1,000 1,000
Underwriting Reserve 2,818 8,095 2,734 2,261 2,152 1,853
Investments 19,430 16,590 16,254 14,015 17,044 16,790
Fixed Assets 193 160 149 124 117 107
Retained Profit 12,017 10,862 10,496 9,877 9,364 8,881

DEPARTMENT WISE GROSS PREMIUM

9,000
8,000
7,000
6,000
(2]
©
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@ 5,000
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=
4,000
3,000
2,000
1,000
2016 2017 2018 2019 2020 2021
® MISCELLANOUS 132,316 215,815 245,484 340,686 320,047 262,569
= MOTOR 224,668 271,678 341,213 429171 434,980 538,853
= MARINE 76,951 80,184 99,843 123,940 5,643,423 586,812
W FIRE 1,668,300 1,445,751 1,809,350 2,227,944 2,400,535 2,535,684
TOTAL 2,102,235 2,013,428 2,495,890 3,121,741 8,798,985 3,923,918

SECURITY GENERAL INSURANCE COMPANY LTD 1 1



KEY FINANGIAL DATA

GRAPHICAL HIGHLIGHTS

Investment Income - Investment
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FIRE & ALLIED
PERLIS INSURANCE

Fire is among those four natural elements which is
beyond human control once engulfed and results
to severe aftermath. Naturally we can take physical
measures to control and financially we can take
insurance cover to recover the financial loss.

Fire insurance gives the insured the requisite financial
protection against assets acquired during his/her
lifetime so that in the event of any misfortune the
insured would be put in the same financial position
he/she enjoyed just before the loss due to fire and
lightning only.

There are two (2) main potential buyers of fire
insurance

e theindividual

* the entity (organization).

The Individuals need Fire Insurance as protection
against his/her property including buildings,
household goods and personal effects. The
Organization including Commercial and Industrial
entity could insure its buildings, plant, machinery and
equipment, stock of raw materials, finished goods and
profits.

Fire & Allied Perils: Adding to the above mentioned
cover, this type of policy covers a number of additional
perils which may differ from one policy to another but
most usually include the following perils:

SECURITY GENERAL INSURANCE COMPANY LTD

Explosions

Riot & Strike

Malicious Damage
Earthquake (Fire & Shock]
Atmospheric disturbance
Aircraft Damage

Impact Damage

Additional Coverages:

1.

Burglary/Theft:
In market, it has been practiced that losses
due to burglary & theft are endorse under fire

policy

Business Interruption (BI)

It is also known as Consequential Loss/Loss
of Profit Insurance, any business loss that
incurred due to fire covered under this policy,
insurer pay certain amount till indemnity
period define in policy.

13



MARINE CARGO
INSURANCE

Lloyd's Coffee House was the first marine insurance
market. It became the meeting place for parties in
the shipping industry wishing to insure cargoes and
ships, and those willing to underwrite such ventures.
These informal beginnings led to the establishment
of the insurance market Lloyd’s of London and
several related shipping and insurance businesses.

Under Marine Insurance Act 1906, Marine Insurance
covers the loss or damage to:
e Hull Insurance: Water vessel- Hull &
Machinery
Aviation Insurance: Aero planes
Cargo Insurance: Goods in transit by sea, air
and by rail/road

The Clauses used for by Sea Shipments:
¢ Institute Cargo Clauses (A] - Covers all
except general exclusions OR
¢ Institute Cargo Clauses (B) - Restricted cover
than ICC (A) OR
» Institute Cargo Clauses (C) - Restricted cover
than ICC (B)

The Clause used for by Air Shipments:

e Institute Cargo Clauses Air - Covers all
except general exclusions

14

The Clauses used for Inland Transit/Rail/Road:
e Road/Rail Cargo Clauses (A] - Covers all
except general exclusions OR
e Road/Rail Cargo Clauses (B) - Restricted
cover than R/R (A)

War & Strike cover available in addition to above
basic covers:
* Institute War Clauses (Cargo) on payment of
additional premium
» Institute Strike Clauses (Cargo) on payment
of additional premium
¢ Road/Rail Strike Clauses (Cargo) on payment
of additional premium

Marine Perils

Perils of sea: Storms, lightning, snow, ice-bergs,

fog, tides, rocks, sandbanks, volcanic eruption, heavy
weather, fire, explosion, vessel stranded, sunk,

burnt, Collision or contact of vessel, Theft, Willful
Misconduct of assured, Malicious Damage, General
average sacrifice, Jettison, washing overboard, Piracy
and Rovers.

ANNUAL REPORT 2021



MOTOR
INSURANCE

Motor insurance protects your vehicle against
losses arising from unforeseen risks. It basically
covers financial losses arising from accidents, theft
and other natural calamities. Motor insurance is a
contract for an automobile in which the insurance
company agrees to pay for your financial loss
resulting from a said specified event.

Motor Insurance is very important because too
many road accidents reported on road on daily

basis and fatalities in road accidents are moving up.
Considering the high number and the poor state of
roads, Motor insurance is a necessary requirement.
By law, Motor Insurance is mandatory. Motor
Insurance provides financial cover not only to you but
also covers damages to third party (people travelling
with you). Motor Insurance also protects you from
losses arising from natural calamities like cyclone,
earthquake etc.

Motor insurance covers is available for;

1. Private Motor vehicles
2. Commercial Motor vehicles

SECURITY GENERAL INSURANCE COMPANY LTD

-3
o
e

Private Motor Vehicles - Comprehensive motor
covers your car and third party damages up to some
extent.

Commercial Motor vehicles - offers comprehensive

cover for all commercial Vehicles like ambulances,
carriage vans, trucks, prime movers etc.
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ENGINEERING &

MISCELLANEQUS INSURANCE

Engineering insurance refers to the insurance that provides ii.
economic safeguard to the risks faced by the ongoing

construction project, installation project, and machines and
equipment in project operation. Product categories: Depending

on the project, it can be divided into construction project all iii.

risks insurance and installation project all risks insurance;
depending on the attribute of the object, it can be divided
into project all risks insurance, and machinery breakdown
insurance.

Miscellaneous Insurance refers to contracts of insurance
other than these of Life, Fire and Marine insurance. This
branch of insurance is of recent origin and it covers a variety of
risks.

1. Personal Accident Insurance - This means insurance for
individuals or groups of person against any personal accident
orillness. The risk insured in personal accident insurance is
the bodily injury resulting solely and directly from accident
caused by violent, external and visible means.

Professional Negligence Insurance: These policies give
professional indemnity cover to accountants, solicitors,
lawyers, from any loss or injury due to any negligence in
the conduct of their professional duties.

Employer’s Liability Insurance: The liability of an employer
under the modern labor laws, has considerably extended
and the employers are tempted to take out insurances
against such liabilities. For example, when the employees
retire, substantial amount become immediately

payable by way of gratuity, commuted pension, leave
salary, compensation, etc. and also the uncommuted
pension becomes payable in future. Employers often

take insurance policies which assure payment of such
amounts, as and when these becomes payable.
Guarantee Insurance: The main types of policies included
in guarantee insurance are a) insurance for performance
of contract, policies, the guarantor / underwriter insures
the promisee or employer against the loss arising by non-
performance by the promisor or the dishonesty of the
employee.

2. Liability Insurance - Just as a person can insure himself
against the risk of death and personal injury, or damage,
determination or destruction of property, there can also be an
insurance against the risk of incurring liability to third parties.
The risk of liability arising out of the use of property, comes
under the category commonly called “liability insurance”. It

Fidelity policies are the most common type of guarantee
policies, taken under contracts of employment where the
employee has an opportunity to be dishonest. Such policies
cover the risk of losses arising by theft or embezzlement of
money or securities, or by fraud, on the part of employees.

includes - Money Policies - We insure “cash” either in transit or
premises, two wide range of covers available
Public Liability Insurance: That is, insurance against a e Cashin Transit (CIT) - cash is insured while transit
liability imposed by law. For example, a house owner between designated locations.
may obtain an insurance against his liability to invitees or e Cashin Safe [CIS) - cash is insured whilst in safe.

licensees, arising from body injury or damage to property.

’] 6 ANNUAL REPORT 2021



BONDS
INSURANCE

Bid Bonds

Bid Bonds are required in connection with the
submission of tenders for contracts with private/
public owner. The subject is to guarantee that the
bidder (Contractor), if awarded the contract, will
enter into the contract and furnish the Prescribed
Performance Bond. If the contractor is afterwards
unable to enter into the contract and to furnish the
required Performance Bond, the insurance company
is liable to pay the bond amount to the owner.

Mobilization Advance Bond

Mobilization Advance Bond is required in cases where
the oblige (owner) is pre-financing a contract; he may
secure the repayment of the advance by means of a
bond called Mobilization Advance Bond. The amount
guaranteed should decrease in accordance with

the portions of work performed. By this bond, the
Insurance Company guaranteed the owner correct
utilization of advance. In case contractor fails to fulfill
their obligation and commit default the insurance
company will pay the amount to the owner which is
outstanding at that time.

SECURITY GENERAL INSURANCE COMPANY LTD

Performance Bond

Performance bond is required of a contract (After
accepting Bid and awarding of contract] to guarantee
the full and the due performance of the contract
according to plan and specifications. In case the
contractor fails, to perform the contract in accordance
with the terms and conditions of the contract, the
insurance company will be liable to pay the bond
amount to the owner on demand.

Supply Bonds

Supply bonds are similar in intent to performance
bonds. They are issued for contracts to supply
materials, goods, machinery at a specified time and
place.

17



CROPS
INSURANCE

Crop insurance is purchased by agricultural
producers, including farmers, ranchers, and others
to protect themselves against either the loss of their
crops due to natural disasters, such as hail, drought,
and floods, or the loss of revenue due to declines

in the prices of agricultural commodities. The two
general categories of crop insurance are called crop-
yield insurance and crop-revenue insurance.

Farming is no easy task. It is one of the riskiest
enterprises in the world, defined by uncontrollable
conditions that are unlike any other profession. Bad
weather, blight, insects, natural disasters, price
fluctuations, and global subsidization all make it hard
to make a living as a farmer.

That's where crop insurance comes in. It's basically
no different than auto insurance or homeowner’s
insurance. Banks require farmers to purchase it,
just as they require insurance from homebuyers, but

18

because of the risks unique to agriculture, it can be
cost prohibitive. Without a strong infrastructure and
investment, crop insurance would be too costly for
most farmers to afford or for most private-sector
insurance companies to widely provide.

In Pakistan, Government is offering incentives for
farmers by offering loan from various private and
government banks, in this capacity banks as well as
farmers possess this insurance for any unfortunate
event(s).

This insurance is very helpful for farmers to have
financial safeguard in case of calamity.

ANNUAL REPORT 2021



HOME
INSURANCE

Home Owner’s Insurance:

Homeowners insurance provides you with financial
protection in the event of a disaster or accident
involving your home.

A standard homeowner’s insurance policy insures
your home's structure (house,) and your belongings in
the event of a destructive event, such as a fire.

In addition, homeowner’s insurance policies are
generally “package policies”, this means that the
coverage includes not only damage to your property,
but also your liability—that is, legal responsibility—
for any injuries and property damage to others
caused by you or members of your family.

The most common forms of household insurance
are:

Home insurance - covers financial losses associated
with damage or loss of a property you own.

SECURITY GENERAL INSURANCE COMPANY LTD

Contents insurance - covers financial losses caused
by the loss, theft or damage of your possessions. In
addition to home insurance, a policy may be issue in
combination of both.

Tenant’s insurance - a low-cost contents policy for
tenants that provides limited cover for events such as
fire and theft.

Landlord’s insurance - covers the risks associated
with renting out a property.

19



LIVE STOCK
INSURANCE

Cattle and livestock are the bread and butter for
millions of farmers in Pakistan and all across the
world. With this regard the insurance policy covers
animals such as cows, buffaloes, bullocks, sheep and
goats owned by the different individuals and which
are used for commercial and for personal purposes
against the risk of permanent total disablement or
death due to accident and/or any diseases which the
animal may contract during the policy period.

20

The policy covers death caused by: Accident inclusive
of fire, lighting, flood, storm, hurricane, earthquake,
cyclone, tornado etc. Diseases contracted or
occurring during the period of the policy.

ANNUAL REPORT 2021



HEALTH
INSURANCE

. - (:
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No one plans to get sick or hurt, but most people

need medical care at some point. Health insurance

covers these costs and offers many other important
benefits.

e Health insurance covers essential health benefits
critical to maintain your health and treating
illness and accidents.

e Health insurance protects you from unexpected,
high medical costs.

¢ You pay less for covered in-network health care.

* You get free preventive care, like vaccines,
screenings, and some check-ups, even before you
meet your deductible.

e SGICL Group Health Insurance plan offers
following Core Benefits;

Daily room and board charges

Operation theatre charges

Surgeons fee

Anesthetist fee

Consultant’s fee

Medicines and drugs

Diagnostic tests

Blood and Oxygen supplies

Day Care Surgeries such as Cataract, Lithotripsy,

Hernia, Dialysis

o Specialized Investigations such as MRI, CT Scans,
Thallium Scan, Excision Biopsy

o Endoscopy, Angiography etc.

O O O O O O O O o

SECURITY GENERAL INSURANCE COMPANY LTD
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Traumatic Injuries such as fractures and
lacerated wounds

Dental Treatment due to Accidental Injuries.
(within 48 hours - only pain relief treatment)
Accidental Emergency treatment (within 24
Hours)

In addition, the following expenses incurred
outside the hospital are also covered provided
they lead to hospitalization:

e Charges of Pre Hospitalization carried out
on an out-patient basis within 30 days prior

to hospitalization covering Consultations,
Prescribed Medicines and Prescribed Diagnostic
Tests.

e Charges of Post Hospitalization carried

out on an out-patient basis within 30 days after
the hospitalization covering Consultations,
Prescribed Medicines and Prescribed Diagnostic
Tests.

Optional Riders:

o Following optional riders are available
subject to requirement of your plan;

e Maternity Cover

e Major Medical Cover

e OPD

Please visit our website for detailed information
about Health Insurance.

21



TRAVEL
INSURANCE

With the increase in travel, one of the important
things that travelers need to know about is Travel
Insurance. This form of insurance helps cover a
whole range of uncertainties and scenarios that can
drain out a traveler's finances. Most countries require
mandatory Travel Insurance while applying for a visa.

Travel Insurance is a type of insurance that covers
different risks while travelling. It covers medical
expenses, lost luggage, flight cancellations, and other
losses that a traveler can incur while travelling.

Travel Insurance is usually taken from the day of
travel till the time the traveler reaches back to

home town. Taking Travel Insurance ensures a
comprehensive coverage in case of any emergency in
another country. Travel Insurance is also available for
trips taken within home country of the traveler but it
is a more popular option for travel abroad.

Benefits of Travel Insurance:
Some of the risks covered under Travel Insurance are:

e Personal Accident Cover, which covers:

o Insured’s Death
o Permanent Total Disability

22

e Accident & sickness medical expense
reimbursement

e Dental treatment relief

e Emergency evacuation

e Repatriation of remains in case of death

e Baggage delay

e Loss of checked baggage

e Loss of passport

e Flight delay

e Trip cancellation

e Missed connection/missed departure

Categories of Travel Plan:
We have travel plans for following air

International
Domestic

Hajj & Ummrah
Student

Ao~ —

Please visit our website for detailed description or
brochures for each categories.
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NOTIGE OF ANNUAL GENERAL MEETING

Notice is hereby given that Annual General Meeting (AGM] of the members of Security General Insurance
Company Limited (the “Company”) will be held on Wednesday, April 27, 2022 at 11:00 A.M. at SGI House, 18-C/E-
1, Gulberg Ill, Lahore to transact the following special business:

1. To receive, approve and adopt the Annual Audited Conventional and Window Takaful Financial Statements
of the Company for the year ended December 31, 2021 together with the Directors’ and Auditors’
reports thereon.

2. To approve Final Cash Dividend @ 25% (i.e. Rs. 2.50 per share] for the year ended 2021, as recommended by
the Board, in addition to 25% interim dividend already paid.

By order of the Board

i |
™M\

Lahore ( KHALID MAHMOOD CHOHAN )
March 30, 2022 COMPANY SECRETARY
Notes:

1. The Register of Members of the Company will remain closed from April 21, 2022 to April 27, 2022 (both days
inclusive). Transfers received in order at the registered office of the Company by the close of business on
April 20, 2022 will be considered in time for entitlement of 25% Final Cash Dividend and attending of Annual
General Meeting.

2. A member entitled to attend and vote at this meeting may appoint any other member as his/her proxy to
attend and vote. The Instrument appointing a proxy and the power of attorney or other authority under which
it is signed or a notarial attested copy of the power of attorney must be deposited at the registered office of
the Company at least 48 hours before the time of the meeting. A proxy must be a member of the company.
A Company or a Corporation being a member of the Company may appoint a representative through a
resolution of board of directors for attending and voting at the meeting.

SECURITY GENERAL INSURANCE COMPANY LTD 23



NOTIGE OF ANNUAL GENERAL MEETING

Statement Under Rule 4(2) of the Companies (Investmentin Associated Companies or Associated Undertakings)
Regulations, 2017

Name of Investee
Company

Total Investment
Approved:

Amount of
Investment Made
to date:

Reasons for
deviations from the
approved timeline
of investment,
where investment
decision was to be
implemented in
specified time:

Material change

in financial
statements of
associated company
or associated
undertaking

since date of the
resolution passed
for approval of
investment in such
company:

24

Nishat Hotels and Properties Ltd.

PKR 200,000,000
(Rupees two
Hundred Million
Only) by way of

purchase of shares

was approved by
members in AGM
held on April 30,
2019 for the period
of three (3) years

Rs. 29.61 Million

Partial investment
has been made in
investee company.

Further investment

will be made
depending on
market conditions

at appropriate time.
There is no deviation

from the approved
timeline.

At the time of
approval, as per

then available latest
financial statements

for the year ended

December 31, 2018,

the basic Loss per

share was Rs. (0.39)

and a fair value of
Rs. 14.47. As per
Latest available

financial statements

for the half year
ended December
31, 2021 the basic
earnings per share
is Rs. 0.29 and
breakup value per
Share is Rs. 19.12.

PKR 500,000,000
[Rupees Five
Hundred Million
Only) by way of
purchase of shares
was approved by
members in EOGM
held on February 26,
2021 for the period
of three (3) years

Rs. 500 Million

No deviation from
the approved
timeline as approved
investment has been
made.

At the time of
approval, as per
then available latest
financial statements
for the year ended
June 30, 2020, the
basic loss per share
was Rs. (0.79] and
Break-up Value

per Share was Rs.
20.19. As per Latest
available financial
statements for the
half year ended
December 31, 2021
the basic earnings
per share is Rs. 0.29
and breakup value
per Share is Rs.
19.12.

Hyundai Nishat Motor (Pvt) Limited
(HNMPL)

Equity investment
upto PKR
1,310.944 million
was approved by
members in EOGM
held on November
25, 2020.

Rs.1,151.541 Million

Partial investment
has been made in
investee company.
Commercial
operations of the
investee company
have not yet started.
The Company will
make fur-ther equity
investment as and
when further shares
offered by HNMPL.
There is no deviation
from the approved
timeline.

At the time of
approval, as per
available latest
audited financial
statements for

the year ended
December 31, 2019,
the basic loss per
share was Rs.1.183
and breakup value
per share was Rs.
8.93. As per latest
available financial
statements for half
year ended June

30, 2021 the basic
earnings per share
is Rs. 0.06 and
breakup value per
share is Rs. 7.11.

Guarantee /
continuing Stand

by Letter(s) of
Credit (SBLC) for an
amount of up to PKR
1,277.100 Million for
a tenure of 7.5years
was approved by
members in EOGM
held on December
12, 2019.

Rs.1,269.67 Million

Partial guarantee
has been extended
after the approval.
Further guarantee
will be extended

on request of the
investee company.
There is no deviation
from the approved
timeline.

At the time of
approval, as per
available latest
audited financial
statements for

the year ended
December 31, 2019,
the basic loss per
share was Rs.1.183
and breakup value
per share was Rs.
8.93.

As per latest
available financial
statements for half
year ended June
30, 2021 the basic
earnings per share
is Rs. 0.06 and
breakup value per
share is Rs. 7.11.

D. G. Khan Cement.
Co. Ltd.

Equity investment
upto PKR 500
million (PKR Five
Hundred Million
Only) was approved
by members in
EOGM held on
August 19, 2019.

Nil

No investment

has been made in
investee company.
Further investment
will be made
depending on
market conditions
at appropriate time.
There is no deviation
from the approved
timeline.

At the time of
approval, as per
then available latest
financial statements
for the half year
ended December
31, 2018, the basic
earnings per share
was Rs. 3.98 and

a fair value of Rs.
80.15. As per Latest
available financial
statements for the
half year ended
December 31, 2021
the basic earnings
per share is Rs.
4.97 and breakup
value per Share is
Rs.168.19.

Nishat Mills Ltd

Equity investment
upto PKR 500
million (PKR Five
Hundred Million
Only) was approved
by members in
EOGM held on
August 19, 2019.

No investment

has been made in
investee company.
Further investment
will be made
depending on
market conditions
at appropriate time.
There is no deviation
from the approved
timeline.

At the time of
approval, as per
then available latest
financial statements
for the half year
ended December
31,2018, the basic
earnings per share
was Rs. 9.00 and

a fair value of Rs.
126.53. As per
Latest available
financial statements
for the half year
ended December
31,2021 the basic
earnings per share
is Rs. 15.94 and
breakup value per
Share is Rs.237.18.
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On behalf of the Board of Directors of Security General Insurance Company Limited, | am pleased to present the
26th annual report of your company for the year ended December 31, 2021.

COMPANY’S PERFORMANCE DURING 2021:

SGI underwrote a gross premium of Rs.4.1 billion during the year 2021.

Dec, 2020 Increase/
Decrease
Rupees in Million %
Gross Premium 3,924 8,799 -55
Net Premium 924 816 13
Net Commission 48 26 85
Net Claims 120 1M1 8
Profit from underwriting business 391 369 b
Other income (not attributable to Investment activities) 42 42 -
Investment income 1,831 724 153
Financial charges 163 124 31
Profit before tax 2,104 1,008 109
Profit after tax 1,500 707 112
10,000 Gross Premium HIGHLIGHTS

9,000
8,000
7,000
6,000
5,000

4,000

Rupees in Millions

3,000

2,000 2,496
" H '

2016 2017 2018 2019 2020 2021

9,300
8,300
7,300
6,300
5,300
4,300
3,300
2,300

1,300

300 -

(700)

2016

= Underwriting Profit

2017

= Expenses

2018 2019

= Interest & Dividend Income

2020 202

1

= Gross Premium/Contribution

W Deffered Liability , 1,631
W Borrowing, 1,643

M Insurance/reinsurance payables, 2,510

W Retained Earnings, 12,017

M Reserves, 4,068

M Share capital, 681

B Underwriting provision, 2,964

M Creditors and Accruals, 658

M Fixed Assets, 193

M Cash and Bank Deposits, 642

M Other Asset, 6,088

M Investment 19,430

m Fixed Assets

M Investment

m Other Asset

m Cash and Bank Deposits

® Creditors and Accruals

® Underwriting provision

M Share capital

H Reserves

m Retained Earnings

® Insurance/reinsurance payables

m Borrowing

w Deffered Liability
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UNDERWRITING ACTIVITY:

This underwriting gross premium of Rs. 4.1 billion during the year 2021 and gross premium 8.9 billion during the
year 2020. The Underwriting profit for the year stands at Rs. 391 million (2020: Rs. 369 million ). Underwriting
profit bears a percentage of 42% to the net premium revenue.

Net Losses /Net Premium
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FIRE & PROPERTY DAMAGE:

Gross Premium in fire business has increased as compared to same period during last year by 6%. The underwriting
profit from fire business for period ended December 31st 2021 is 58% (2020: 75%) The Fire and property portfolio
represent 65% (2020:64%) of the total underwriting portfolio of SGI.

Premium Written (Fire)
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200 I
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MARINE AVIATION AND TRANSPORT BUSINESS:

Premium written in marine business has decreased as compared to same period during last year by 90%. The
underwriting profit from the Marine business for the year ended December 31st 2021 is 42% (2020: -706%) The Marine
portfolio represents 15%(2020: 64%) of the total underwriting portfolio of SGI.

Premium Written (Marine)

2021 [ 587
2020 | 2
2019 ] 124
2018 || 100
2017 | 80
2016 | 77
1,000 2,000 3,000 4,000 5,000 6,000
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MOTOR:

The gross premium from the motor business has increased from Rs. 435 million during the year ended December 31st
2020 to Rs. 539 million during the year ended December 31st 2021. The profitability from the motor business for the
year ended December 31st 2021 is 13% (2020: 57%) of net premium from this business. Motor Business represents
14% (2020: 5%) of the total underwriting portfolio of the company.

Premium Written (Motor)

100 200 300 400 500 600

MISCELLANEOUS:

The Gross Premium from miscellaneous business is decreased from Rs. 320 million for the year ended December 31st
2020 to Rs. 263 million for the year ended December 31 st 2021. A slight decline was experienced due to reduce in crop and
livestock insurance.

Premium Written (Misc.)

CLAIMS:

The overall net claims expenses increased from Rs.111 million during the year ended December 31st 2020 to
Rs.120 million during the year ended December 31st 2021. Net Claims are 13% of the net premium (2020: 14%).

Net Claims

0 20 40 60 80 100 120 140

INVESTMENT:

The company has made an investment of Rs. 500 million in NHPL (2020: Rs.874 million) Rs.30 million in HNMPL
(2020: 424 million) Rs.51 million in NCL, Rs.72 million in UBL, Rs.21 million in MTL, and Rs.48 million in ENGRO
during the year 2021. The market value of our investment portfolio has increased from Rs. 16.59 billion to Rs.19.43
billion as at December 31st 2021. The Company earned a dividend of Rs.1,856 billion from its investment portfolio
(2020: 715 million).

SECURITY GENERAL INSURANCE COMPANY LTD 2 7
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CASH FLOW:

As of December 31st 2021, the net cash flow generated from all underwriting activities is Rs.699 million. And
total inflow from all operating activities is Rs.77 million.

EARNING PER SHARE:

Earnings per share have increased from Rs.10.39 for the year ended December 31st 2020 to Rs.22.03 for the
year ended December 31st 2021. This increase in earnings per share is attributed to an increase in dividend
income from MCB. MCB did not pay a dividend for two quarters during the last year due to SBP restrictions on
the distribution of dividends to its shareholders.

APPROPIRATIONS:

Directors, in their meeting held on March 30, 2022, have recommended a 25% cash dividend. This is in addition
to 25% interim cash dividend paid on the basis of half yearly results for 2021.

CREDIT RATING:
VIS Credit Rating Company Ltd., has maintained the Insurer Financial Strength (IFS) Rating of SGI at ‘AA
HEALTH, SAFETY AND ENVIRONMENT

We strongly believe in maintaining the highest standards in health, safety and environment to ensure the well-
being of the people who work with us as well as of the communities where we operate.

EXTERNAL AUDITORS

The present Auditors, M/s. A.F. Ferguson & Co, Chartered Accountants have been given satisfactory rating under
the Quality Control Review Program of the Institute of Chartered Accountants of Pakistan (ICAP). The external
auditors have confirmed that their firm is in compliance with International Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by the ICAP.

The external auditors attended those Audit Committee meetings in which audited / reviewed financial statements
of the Company were considered by the Audit Committee. The auditors have confirmed that they have no issue
of independence and they have already reported all their concerns in the Board and management letters. Audit
Committee recommended appointment and remuneration of the external auditors for the financial year ended
December 31, 2021, for consideration of the Board.

RELATED PARTY TRANSACTIONS

Related party transactions are placed before the Audit Committee. These transactions are reviewed /
recommended by the Audit Committee and approved by the Board of Directors on quarterly basis. Details of
related party transactions are disclosed in note 36 of the financial statements and note 27 of the Window Takaful
Operation financial statements.

DIRECTORS’ REMUNERATION
The Company does not pay remuneration to non- executive directors. Company’s remuneration policy is structured

in line with prevailing industry trends and business practices. Details of remuneration paid to the directors are
disclosed in note 35 of the financial statements.
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BOARD AUDIT COMMITTEE:

As required under the code of corporate governance forinsurance companies, the board audit committee reviewed
the results of all four quarter for the year. Following persons have remained its members during the year:

Name of Member Category
Mian Hassan Mansha Chairman
Mr. Inayat Ullah Niazi Member
Mr. Aftab Ahmed Khan Member

STATUTORY AUDIT:
The auditors have expressed an unqualified opinion on the financial statements of the Company for the year 2021.
CORPORATE AND FINANCIAL REPORTING FRAMEWORK:

In Compliance with the financial reporting framework of the code of corporate governance the directors confirm
the following:

- The Financial statements together with the notes thereon have been drawn up in conformity with the
Companies Act 2017, the Insurance Ordinance 2000, the Insurance Rule 2017, the Insurance Accounting
Regulations 2017, Takaful rules 2012 and General Takaful Accounting Regulations 2019. These statements
present fairly the company’s state of affair, results of its operations, cash flow and changes in equity.

- Proper books of accounts have been maintained by the company.

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

- The international accounting standards as applicable in Pakistan have been followed in preparation of
financial statements and any departure there from has been adequately disclosed.

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

- There is no significant doubt upon the company’s ability to continue as a going concern.

- There has been no material departure from the best practices of corporate governance.

- Key operating and financial data of last six years is available in the annual report.

- All applicable statutory payments on account of taxes, duties etc were regularly and timely deposited in the
Government treasury.

- Value of investment of Provident Fund as at 31st December 2021 stands at Rs. 43.75 million and investment
of Gratuity fund as at December 31st 2021, stands at Rs. 55. 711 million.

- During the year under review Four Board meetings were attended by the directors as follows:

Name of No. of
Member Meetings
Mian Hassan Mansha (Chairman) 4

Mr. Mahmood Akhtar
Mr. Inayat Ullah Niazi
Mr. Muhammad Azam
Mr. Aftab Ahmed Khan
Ms. Nabeela Waheed
Mr. Farrukh Aleem (CEO])

INGIENCH PN POV PSS

- The aggregate shares held by the Associated Companies are:

SECURITY GENERAL INSURANCE COMPANY LTD 29
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1. Nishat Mills Limited 10,226,244
- The pattern of shareholding is given on page 36 of this report.

There are no material changes /commitments between the year end and the date of signing of this report except
those mentioned in appropriations.

The Company is exposed to certain risks and uncertainties, which are evaluated by the management and board
of directors at all times.

FUTURE OUTLOOK 2022:

The economy of Pakistan, after two relatively challenging years, appears to be heading towards positive
development. Whilst inflation remains high, primarily attributed to increase in food and utility prices, it is expected
to go down over the course of year 2022, mainly attributed to the transition to a market-based exchange rate
system, improvement in the business community’s outlook of the economy, and fiscal developments remaining
on track, as per commitments under the IMF program.

Our strategy for 2022 is designed to achieve steady growth in the challenging business environment in order to
attain better position in the industry.

We are focusing more closely on products and customer segment where we have a competitive edge, those
where we can offer a greater value proposition to our customers.

Going forward, however, we expect uptick in inflation will continue in 2022 and interest rates are also expected
to increase a bit for investment, the Company will adopt a balanced strategy to benefit from equity markets
performance along with upward revision in interest rates through money market instruments.

ACKNOWLEDGEMENTS:

The loyalty of our patron clients has enabled us to maintain and improve our market share a period of time.
We are grateful to them for reposing their confidence in us. We acknowledge the support of our shares holders
which allows us to improve our sound position in the market. Thanks are due to our reinsurance brokers for
their professional assistance and reinsurers for their valued support. Our gratitude and appreciation is also
due to SECP for their guidance and cooperation. We acknowledge the professionalism and hard work of our
developments officers, staff members and executives who helped the Company to achieve its goals.

On behalf of Board of Directors

Oy o

FARRUKH ALEEM MAHMOOD AKHTAR
CEO DIRECTOR

Lahore
March 30, 2022
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PATTERN OF SHARE HOLDING

s at December 31, 2021

Shareholding
Number of From To Total Shares
Shareholders Held

6 1 500 3,000

1 455001 460000 457,038

1 640001 645000 643,667

1 915001 920000 915,903

1 2395001 2400000 2,399,454

1 5100001 5105000 5,101,740

1 5825001 5830000 5,829,991

1 6570001 6575000 6,571,880

1 8130001 8135000 8,133,467

2 9045001 9050000 18,098,742

1 9680001 9685000 9,681,374

1 10225001 10230000 10,226,244

18 68,062,500

CLASSIFICATION OF SHARES BY CATEGORIE

Categories of Members Numbers Shares Held Percentage
Individuals 11 32,252,852 47.38
Investment Companies 1 6,571,880 9.66
Insurance Companies 2 10,138,412 14.90
Joint Stock Companies 4 19,099,356 28.06
Financial Institutions 0 0 0.00
Modaraba Companies 0 0 0.00
Foreign Investors 0 0 0.00
Others 0 0 0.00
Total 18 68,062,500 100.00
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SHAREHOLDERS HOLDING FIVE PERGENT OR
MORE VOTING INTEREST

a5 at December 31, 2021

Name of Shareholder

Shares Held

%

1 Nishat Mills Limited 10,226,244 15.02
2 Adamijee Insurance Co. Ltd 9,681,374 14.22
3 Mian Hassan Mansha 9,049,371 13.30
4 Mian Umer Mansha 9,049,871 13.30
5 Mian Raza Mansha 8,133,467 11.95
b Roomi Holdings (Pvt] Ltd. 6,571,880 9.66
7 Roomi Enterprises (Pvt) Ltd. 5,829,991 8.57
8 Mrs. Naz Mansha 5,101,740 7.50
Associated Company:-
Nishat Mills Limited 10,226,244 15.02

SECURITY GENERAL INSURANCE COMPANY LTD
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SIATEMENT OF COMPLIANCE

with the Code of Corporate Governance for Ingurers, 2016
For the Year ended December 31, 2021

This statement is being presented in compliance with the
Code of Corporate Governance for Insurers, 2016 for the
purpose of establishing a framework of good governance,
whereby an Insurer is managed in compliance with the best
practices of corporate governance.

The Company has applied the principles contained in the
Code in the following manner:

1.

38

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

Category Names

Independent Director* Nil
Mr. Farrukh Aleem

Mr. Hassan Mansha
Mr. Hassan Mansha
Mr. Inayat Ullah Niazi
Mr. Mehmood Akhtar

Mrs.Nabeela Waheed

Executive Directors

Non Executive Directors

Female Director

* No Independent Director has been appointed as it is
not mandatory of unlisted companies.

The directors have confirmed that none of them is serving
as a director in more than seven listed companies.

All the 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 DFI or an NBFI or,
being a member of a stock exchange, has been declared
as a defaulter by a stock exchange.

One casual vacancy occurred during the period and the
same was filled up within stipulated time.

The Company has prepared a Code of Conduct, which
has been disseminated among all the directors and
employees of the Company.

The Board has developed a vision / 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.

All powers of the Board have been duly exercised
and decisions on material transactions including
appointment and determination of remuneration and
terms and conditions of employment of Chief Executive

. The directors,

Officer (CEQ) and the key officers, have been taken by the
Board.

The meetings of the Board were presided over 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. Written notices of the Board
meetings, along with agenda and working papers, were
circulated at least seven (7] days before the meetings.
The minutes of the meetings were appropriately
recorded and circulated.

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

. The Board arranged orientation course(s)/training

programs for its directors to apprise them of their duties
and responsibilities.

. There was no appointment of Chief Financial Officer

(CFO) and Company Secretary. The Board has approved
the revised remuneration of CFO.

. The Directors” Report for this year has been prepared

in compliance with the requirements of the Code of
Corporate Governance for insurers, 2016 and fully
describes the salient matters required to be disclosed.

. The financial statements of the Company were duly

endorsed by Chief Executive Officer and Chief Financial
Officer before approval of the Board.

Chief Executive Officer and other
executives do not hold any interest in the 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 for insurers, 2016.

. The Board has formed the following Management

Committees:
Underwriting Committee:
Name of Member Category
Mr. Inayat Ullah Niazi Chairman
Mr. Farrukh Aleem Member
Mr. Sajjad Rasool Member
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SIATEMENT OF GOMPLIANGE

with the Code of Corporate Governance for Insurers, 2016
For the Year ended December 1, 2021

Claims Settlement Committee: 18.  The Board has formed an Audit Committee. It

comprises of three members, of whom three are non-
Name of Member Category executive Directors. The Chairman of the Committee
Mr. Inayat Ullah Niazi Chairman is a non-executive director. The composition of audit
Mr. Farrukh Aleem Member committee is as follows:
Mr. Imran Sohail Member Audit Committee:
: - - Name of Member Category
Reinsurance and co-insurance Committee: - )
Mr. Mian Hassan Mansha Chairman
Name of Member Category —
: Mr. Inayat Ullah Niazi Member
Mr. Mahmood Akhar Chairman
Mr. Mahmood Akhtar Member
Mr. Farrukh Aleem Member
Mr. Umer Haroon Member 19.  Themeetings of the Committees, except Ethics, Human
Mr. Muhammad Haris Member Resource and Remuneration Committee, were held at

least once every quarter prior to approval of interim
and final results of the Company and as required by
the Code of Corporate Governance for insurers, 2016.

Risk Management & Compliance Committee:

Name of Member Category The terms of references of the Committees have been

Mr. Inayat Ullah Niazi Chairman formed and advised to the Committees for compliance.

Mr. Farrukh Aleem Member 20.  The Board has outsourced the internal audit function

Mr. Hafiz Khuram Shahzad Member to Ahsan and Ahsan, Chartered Accountants who are

considered suitably qualified and experienced for the

17.  TheBoard hasformed the following Board Committees: purpose and are conversant with the policies and

procedures of the Company and their representatives

Ethics, Human Resource and Remuneration are involved in the internal audit function on a regular

Committee: basis.

Name of Member Category ) . . . . . .

21. The Chief Executive Officer, Chief Financial Officer,

Mr. Mian Hassan Mansha Chairman Compliance Officer and the Head of Internal Audit

Mr. Mahmood Akhtar Member possess such qualification and experience as is

Mr. Farrukh Aleem Member required under the Code of Corporate Governance for

insurers, 2016. The appointed Actuary of the Company
also meets the conditions as laid down in the said
Code. Moreover, the persons heading the underwriting,

Investment Committee :

Name of Member Category claim, reinsurance, risk management and grievance

Mr. Mian Hassan Mansha Chairman function possess qualification and experience of direct
L relevance to their respective functions, as required

Mr. Inayat Ullah Niazi Member under section 12 of the Insurance Ordinance, 2000

Mr. Farrukh Aleem Member (Ordinance No. XXXIX of 2000):

Mr. Hafiz Khuram Shahzad Member

Nomination Committee:

Name of Member Category
Mr. Mian Hassan Mansha Chairman
Mr. Inayat Ullah Niazi Member
Mr. Mahmood Akhtar Member
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SIATEMENT OF GOMPLIANCGE

with the Code of Corporate Governance for Insurers, 2016
For the Year ended December 1, 2021

22.

23.

24.

25.
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Name of the Person

Designation

Mr.Farrukh Aleem

Chief Executive Officer

Mr. Hafiz Khuram
Shahzad

Chief Financial Officer

Mr. Muhammad Asim
Rauf Khan

Compliance Officer

Mr. Khalid Mahmood
Chohan

Company Secretary

Nauman Associates/
Anwar Associates

Actuary

Ahsan and Ahsan,
Chartered Accountants

Internal Auditors

Mr. Syed Mehmood Ul
Hassan

Head Of Window Takaful

Mr. Sajjad Rasool

Head of Underwriting

Mr. Imran Sohail

Head of Claims

Mr. Umer haroon

Head of Reinsurance

Mr. Muhammad Haris

Head of Risk Function

Head of Grievance
Function

Mr. Shafig-ur-Rehman

The statutory auditors of the Company have been
appointed from the panel of auditors approved by the
Commission in terms of section 48 of the Insurance
Ordinance, 2000 (Ordinance No. XXXIX of 2000). The
statutory auditors have confirmed that they have been
given a satisfactory rating under the Quality Control
Review programme 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 shares of the insurer and that the firm and
allits partners are in compliance with the International
Federation of Accountants (IFAC) guidelines on code
of ethics as adopted by the Institute of Chartered
Accountants of Pakistan.

The statutory auditors or the persons associated
with them have not been appointed to provide other
services and the auditors have confirmed that they
have observed IFAC guidelines in this regard.

The Board ensures that the appointed Actuary
complies with the requirement set out for him in the
Code of Corporate Governance for Insurers, 2016.

The Board ensures that the investment policy of the
insurer has been drawn up in accordance with the
provisions of the Code of Corporate Governance for
insurers, 2016.

26.

27.

28.

29.

30.

31.

Lahore
March 30, 2022

The Board ensures that the risk management system
of the insureris in place as per the requirements of the
Code of Corporate Governance for insurers, 2016.

The Company has set up a risk management function
which carries out its tasks as covered under the Code
of Corporate Governance for insurers, 2016.

The Board ensures that as part of this risk management
system, the Company gets itself rated from VIS Credit
Rating Company Ltd., which is being used by its risk
management function and the respective Committee
as a risk monitoring tool. The rating assigned by the
said rating agency is AA with stable outlook on January
31, 2022.

The Board has set up a grievance function in
compliance with the requirement of the Code of
Corporate Governance for Insurers, 2016.

The Company has not obtained any exemption(s) from

the Securities and Exchange Commission of Pakistan
in respect of the requirement of the Code.

We confirm that all other material principles contained

in the Code of Corporate Governance for Insurers,
2016 have been complied with.

On behalf of Board of Directors

&y

( FARRUKH ALEEM )
CEO
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INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE MEMBERS OF SECURITY GENERAL INSURANCE COMPANY LIMITED

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

We have reviewed the enclosed Statement of Compliance with the Code of Corporate Governance for
Insurers, 2016 (herein referred to as ‘the Code’) prepared by the Board of Directors of Security General
Insurance Company Limited (the Company) for the year ended December 31, 2021 to comply with the Code
issued by the Securities and Exchange Commission of Pakistan

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

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

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

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with the
requirements contained in the Code as applicable to the Company for the year ended December 31, 2021.

Qmwﬁﬂ_

A. F. Ferguson & Co.
Chartered Accountants

Lahore

Dated: April 06, 2022

UDIN: CR202110070ubNmFwrS9g

A.F FERGUSON & CO., Chareted Accountants, a member firm of the PWC network
23-C Aziz Avenue, Canal Bank, Gulberg-V, P.O Box 39, Lahore-54660, Pakistan
Tel: +92(42) 3571 5868-71 / 3577 5747-50 Fax: +92 (42) 3577 5754 www.pwc.com/pk

= KARACHI| = LAHORE =ISLAMABAD
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STATEMENT UNDER SECTION 46(6) OF THE INSURANCE ORDINANCE, 2000

The incharge of the management of the business is Farrukh Aleem, Chief Executive Officer and the report on
the affairs of business during the year 2021 signed by him , and approved by the Board of Directors is part of the
Annual Report 2021 under the title of "Directors’ Report to Members” and

a. In our opinion the annual statutory accounts of Security General Insurance Company Limited set out in the
forms attached to the statement have been drawn up in accordance with the Insurance Ordinance, 2000
(Ordinance) and any rules made thereunder,

b.  Security General Insurance Company Limited has at all times in the year complied with the provisions
of the Ordinance and the rules made thereunder relating to paid-up capital, solvency and re-insurance
arrangements; and

c.  As at the date of the statement, the Security General Insurance Company Limited continues to be in

compliance with the provisions of the Ordinance and the rules made thereunder relating to paid-up capital,
solvency and re-insurance arrangements.

Lahore.
Dated: March 30, 2022

@ Vuﬂ. // W s ot

Chief Executive Officer Director Director Chairman
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INDEPENDENT AUDITOR’S REPORT

To the members of Security General Insurance Company Limited
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Security General Insurance Company Limited
(the Company), which comprise of the statement of financial position as at December 31, 2021, and
the profit and loss account, the statement of comprehensive income, the statement of changes in
equity and the cash flow statement for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies and other explanatory information and we
state that we have obtained all the information and explanations which, to the best of our knowledge
and belief, were necessary for the purposes of the audit.

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

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as
applicable in Pakistan. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan (the Code) and we have fulfilled our other ethical responsibilities in
accordance with the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

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

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

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

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to
report in this regard.

A.F FERGUSON & CO., Chareted Accountants, a member firm of the PWC network
23-C Aziz Avenue, Canal Bank, Gulberg-V, P.O Box 39, Lahore-54660, Pakistan
Tel: +92(42) 3571 5868-71 / 3577 5747-50 Fax: +92 (42) 3577 5754 www.pwc.com/pk

= KARACHI| = LAHORE =ISLAMABAD
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Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting and reporting standards as applicable in Pakistan and the requirements
of Insurance Ordinance, 2000 and, Companies Act, 2017 (XIX of 2017) and for such internal control
as management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

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

Board of directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

. Evaluate the overall presentation, structure and content of the financial statements,

including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

SECURITY GENERAL INSURANCE COMPANY LTD 45



46

-

pwc AF-FERGUSON&CO.

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

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

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

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

¢) investments made, expenditure incurred and guarantees extended during the year were for
the purpose of the Company’s business; and

d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980).

The engagement partner on the audit resulting in this independent auditor’s report is Khurram
Akbar Khan.

QWW%C

A. F. Ferguson & Co.
Chartered Accountants
Lahore

Dated: April 06, 2022

UDIN: AR202110070ANKOb20%h
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SIATEMENT OF FINANCIAL POSITION

as at December 31, 2021

Note 2021 2020
--------- Rupees in thousand---------
ASSETS
Property and equipment 6 186,098 154,833
Intangible assets under development 7 6,644 5,494
Investment property 8 459,094 461,500
Investments
Equity securities 9 19,319,968 16,522,178
Debt securities 10 75,739 67,706
Term Deposits 11 34,000 -
Loans and other receivables 12 39,765 33,101
Insurance/reinsurance receivables 13 2,988,283 8,825,466
Reinsurance recoveries against outstanding claims 26 869,258 955,947
Salvage recoveries accrued 9,419 11,050
Deferred commission expense / acquisition cost 27 160,164 134,180
Prepayments 14 1,419,492 6,561,949
Cash and bank 15 641,628 697,927
26,209,552 34,431,331
Total assets of window takaful operations - Operator’s fund 16 143,086 100,866
TOTAL ASSETS 26,352,638 34,532,197
EQUITY AND LIABILITIES
CAPITAL AND RESERVES ATTRIBUTABLE TO
COMPANY'’S EQUITY HOLDERS
Ordinary share capital 17 680,625 680,625
Reserves 18 4,068,134 2,867,792
Un-appropriated profit 12,017,443 10,862,145
TOTAL EQUITY 16,766,202 14,410,562
LIABILITIES
UNDERWRITING PROVISIONS
Outstanding claims including IBNR 26 1,032,425 1,131,834
Unearned premium reserves 25 1,785,663 6,963,167
Unearned reinsurance commission 27 146,340 107,748
Retirement benefit obligations 19 10,089 4,824
Deferred taxation 20 1,621,311 1,156,084
Borrowings 21 1,643,189 1,936,663
Premium received in advance 37,806 76,131
Insurance/reinsurance payables 22 2,509,978 7,316,459
Other Creditors and Accruals 23 557,614 1,216,458
Taxation - provision less payments 173,743 171,743
TOTAL LIABILITIES 9,518,158 20,081,111
Total liabilities of window takaful operations - Operator's Fund 16 68,278 40,524
TOTAL LIABILITIES 9,586,436 20,121,635
TOTAL EQUITY AND LIABILITIES 26,352,638 34,532,197
CONTINGENCIES AND COMMITMENTS 24
The annexed notes 1to 43 form an integral part of these financial statements.
MW Wnﬂ/[
s
Chief Executive Officer Director Director Chairman

SECURITY GENERAL INSURANCE COMPANY LTD
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PROFIT AND LOSS ACCOUNT

For the year ended December 31, 2021

Note 2021 2020
Rupees in thousand
Net insurance premium 25 924,430 815,915
Net insurance claims 26 (119,900) (111,478)
Net commission and other acquisition costs 27 (47,652) (25,664)
Insurance claims and acquisition expenses (167,552) (137,142)
Management expenses 28 (366,144) (310,029)
UNDERWRITING RESULTS 390,734 368,744
Investment income 29 1,831,301 724,489
Other income 30 41,944 42,445
Other expenses 31 (17,200) (15,244)
RESULTS OF OPERATING ACTIVITIES 2,246,779 1,120,434
Finance costs 32 (162,781) (123,612)
Profit from Window Takaful Operations- Operator's Fund 16 20,374 11,189
PROFIT BEFORE TAXATION 2,104,372 1,008,011
Income tax expense 33 (604,784) (300,957)
PROFIT AFTER TAX 1,499,588 707,054
EARNINGS AFTER TAX PER SHARE - RUPEES 34 22.03 10.39
The annexed notes 1 to 43 form an integral part of these financial statements.
MW s
@ Vmﬂ. A st 1
Chief Executive Officer Director Director Chairman
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SIATEMENT OF COMPREHENSIVE INCOME

For the year ended December 31, 2021

2021

2020

Rupees in thousand

PROFIT AFTER TAX FOR THE YEAR

1,499,588

707,054

OTHER COMPREHENSIVE INCOME / (LOSS) FOR THE YEAR:

ITEMS THAT MAY BE RECLASSIFIED SUBSEQUENTLY TO PROFIT AND
LOSS ACCOUNT

Unrealized gain / (loss) on available-for-sale investments
- net of tax

1,201,438

(874,672)

Reclassification adjustment for net gain on sale of available-for-sale
investments included in the profit and loss account - net of tax

(1,09¢)

ITEMS THAT WILL NOT BE SUBSEQUENTLY RECLASSIFIED TO PROFIT
AND LOSS ACCOUNT

Remeasurement of defined benefit obligations - net of tax

(3,978)

849

TOTAL COMPREHENSIVE INCOME / (LOSS) FOR THE YEAR

2,695,952

(166,769)

The annexed notes 1 to 43 form an integral part of these financial statements.

N A

Chief Executive Officer Director Director

SECURITY GENERAL INSURANCE COMPANY LTD

sl W Ll

Chairman

49



SIATEMENT OF CHANGES IN EQUITY

For the year ended December 31, 2021

Attributable to equity holders of the Company

Capital Revenue
Reserve Reserve
Share Fair value General Un_. Total
. appropriated capital and
Capital reserve Reserve .
profit reserves
-------------------- Rupees in thousand------------------—-
BALANCE AS ON JANUARY 01, 2020 680,625 3,740,464 2,000 10,494,554 14,917,643
Profit after taxation for the year ended
December 31, 2020 - - - 707,054 707,054
Other comprehensive (loss) / income for the
year ended December 31, 2020 - (874,672) - 849 (873,823)
TOTAL COMPREHENSIVE LOSS FOR THE
YEAR ENDED DECEMBER 31, 2020 - (874,672) - 707,903 (166,769
TRANSACTIONS WITH OWNERS RECOGNISED
DIRECTLY IN EQUITY
Final dividend for the year ended December
31, 2019 at the rate of Rs 2.5 (25%) per share - - - (170,156) (170,156)
Interim dividend for half year ended June 30,
2020 at the rate of Rs 2.5 (25%) per share - - - (170,156) (170,156)
BALANCE AS ON DECEMBER 31, 2020 680,625 2,865,792 2,000 10,862,145 14,410,562
- Profit after taxation for the year ended
December 31, 2021 - - - 1,499,588 1,499,588
- Other comprehensive income/(loss] for the
year ended December 31, 2021 - 1,201,438 - (3,978) 1,197,460
Reclassification adjustment for net loss on
sale of available-for-sale investments included
in the profit & loss account - net of tax - (1,096) - - (1,096)
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR ENDED DECEMBER 31, 2021 - 1,200,342 - 1,495,610 2,695,952

TRANSACTIONS WITH OWNERS,
RECOGNISED DIRECTLY IN EQUITY

Final dividend for the year ended December
31, 2020 at the rate of Rs 2.5 (25%) per share - - - (170,156) (170,156)

Interim dividend for half year ended June 30,
2021 at the rate of Rs 2.5 (25%) per share (170,156) (170,156)

BALANCE AS ON DECEMBER 31, 2021 680,625 4,066,134 2,000 12,017,443 16,766,202

The annexed notes 1 to 43 form an integral part of these financial statements.

@ n /// L™ s ot

Chief Executive Officer Director Director Chairman
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GASH FLOW STATEMENT

For the year ended December 31, 2021

Note

2021

2020

Rupees in thousand

OPERATING CASH FLOWS

a] UNDERWRITING ACTIVITIES

Insurance premiums received 9,033,232 3,135,315
Reinsurance premiums paid (7,909,680) (2,488,362)
Claims paid (709,225) (579,210)
Reinsurance and other recoveries received 572,905 456,369
Commissions paid (297,457) (222,165)
Commissions received 322,486 234,628
Management expenses paid (372,955) (284,432
Other underwriting payments - (11,623
Other underwriting receipts 59,831 19,178
NET CASH INFLOW FROM UNDERWRITING ACTIVITIES 699,137 259,698
b) OTHER OPERATING ACTIVITIES
Income tax paid (621,930) || (311,259)
NET CASH OUT FLOW FROM OTHER OPERATING ACTIVITIES (621,930] (311,259]
TOTAL CASH INFLOW / (OUTFLOW) FROM ALL OPERATING ACTIVITIES 77,207 (51,561)
INVESTMENT ACTIVITIES
Profit / return received 50,361 51,695
Dividends received 1,855,903 715,230
Payments for investments / investment properties (3,714,610) (2,346,843)
Proceeds from investments 2,533,614 780,772
Fixed capital expenditure (68,058]) (40,145)
Proceeds from sale of operating assets 7,021 6,872
TOTAL CASH INFLOW / (OUTFLOW) FROM INVESTING
ACTIVITIES 664,231 (832,419)
FINANCING ACTIVITIES
Dividends paid (340,312) (340,312)
Loan (paid) / received (270,000) 1,627,393
Interest paid (163,951) (89,776)
TOTAL CASH (OUTFLOW) / INFLOW FROM FINANCING
ACTIVITIES (774,263) 1,197,305
NET CASH (OUTFLOW) / INFLOW FROM ALL ACTIVITIES (32,825) 313,325
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 388,657 75,332
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 15.3 355,832 388,657
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GASH FLOW STATEMENT

For the year ended December 31, 2021

Note 2021

2020

Rupees in thousand

Reconciliation to profit and loss account

Operating cash flows 77,207 (51,561)
Depreciation expense (31,848) (26,876)
Finance costs (162,781) (127,443)
Gain on disposal of operating assets 603 (427)
Profit on disposal of investments 15,509 1,904
Dividend income 1,855,929 715,252
Impairment on Investments (47,793) -
Other investment income 7,656 7,333
Other income 41,341 42,872
(Decrease) / Increase in assets other than cash (11,026,037) 11,910,113
Decrease / (Increase) in liabilities other than borrowings 5,584,532 (6,378,088)
Decrease / (Increase] in provision for unearned premium 5,177,504 (5,404,921)
Increase in commission income unearned (38,592) (15,540)
Increase in commission expense deferred 25,984 23,247
Profit from window takaful operations for the year - Operator's

Fund 20,374 11,189
Profit after taxation 1,499,588 707,054
The annexed notes 1 to 43 form an integral part of these financial statements.

ol
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52

ANNUAL REPORT 2021



NOTES T0 AND FORMING PART OF THE FINANCIAL STATEMENTS

For The Year Ended December 31, 2021

1 LEGAL STATUS AND NATURE OF BUSINESS

Security General Insurance Company Limited (the ‘Company’] is a general non-Llife insurance company
which was incorporated as an unquoted public limited company, in Pakistan on May 13, 1996 under the
repealed Companies Ordinance, 1984 (now Companies Act, 2017). The Company has 10 branches in
Pakistan. The Company is engaged in providing general insurance services in spheres of fire, marine,
motor and miscellaneous. The registered office and the principal place of business is situated at SGI
House, 18-C/ E1, Gulberg lll, Lahore.

‘The Company was granted license to work as Window Takaful Operator (WTO) dated May 07, 2018 by the
Securities and Exchange Commission of Pakistan (SECP) under Takaful Rules, 2012 to carry on Window
Takaful Operations in Pakistan. Further, the list of business units of the company is given below:

Business Unit Address

Head Office SGI House, 18-C/E-1, Gulberg-IIl Lahore

Corporate Lhr. 9-B, 3rd Floor, LDA Flats, Lawrance Road, Lahore

Faisalabad 2nd Floor, Regency Plaza, New Civil Lines, Faisalabad

Gujranwala Apartment No. 10, 1st Floor Bhutta Center, GT Road Gujranwala

Islamabad Office No. 4, 1st Floor Vip Square, 1-8 Markaz, Islamabad.

Karachi Karachi City Branch 77 Q-Block, 11 Ghazali Road, OPP. Automatic Bakery,
Block-2, P.E.C.H.S. Karachi

Sialkot Sialkot Branch Office No. 12 & 13, Ist Floor Taseer Centre, Kutchery Road
Sialkot.

Karachi City House No. 59-N, Nazar-ul-Islam Road, Block No. 2, P.E.C.H.S Karachi

Multan New 1st, Floor, Business City Plaza, Bosan Road, Multan

Lahore City Branch House No0.65/172, 1st Floor, Street No. 3 CMA, Housing Society, Lahore, Cantt.
2 BASIS OF PRESENTATION AND STATEMENT OF COMPLIANCE
2.1 STATEMENT OF COMPLIANCE
These financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards as applicable in

Pakistan comprise of:

- International Financial Reporting Standards (IFRS) issued by International Accounting Standard
Board (IASB] as are notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017, the Insurance Ordinance,

2000, the Insurance Rules, 2017, the Insurance Accounting Regulations, 2017 and the Takaful
Rules, 2012.
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2.2

2.3

2.4

2.5

2.6

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

Basis of preparation

These financial statements have been presented on the format of the financial statements issued
by SECP through Insurance Rules, 2017 vide S.R.0 89(1)/2017 dated February 09, 2017 .

‘Total assets, total liabilities and profit of the Window Takaful Operations of the Company referred
to as the Operator’s Fund (OPF) have been presented in these financial statements in accordance
with the requirements of Circular 25 of 2015 dated July 9, 2015 issued by the SECP. Further, a
separate set of the financial statements of the Window Takaful Operations has been annexed to
these financial statements as per the requirements of Takaful Rules, 2012.

Basis of measurement

These financial statements have been prepared under the historical cost convention except
for certain staff retirement benefits which are carried at present value of the defined benefit
obligation less fair value of plan assets and certain investments which are carried at market
value. All transactions reflected in the financial statements are on accrual basis except those
reflected in cash flow statement.

Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is the Company’s functional
and presentation currency and all figures in these financial statements have been rounded off to
the nearest thousand rupees, except otherwise stated.

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

There are certain new and amended standards and interpretations that are mandatory for the
Company’s accounting periods beginning on or after January 1, 2021 but are considered not to
have any significant effect on the Company’s operations and are therefore not detailed in these
financial statements.

Standards, interpretations and amendments to accounting and reporting standards that are
not yet effective

There are certain new and amended standards and interpretations that are mandatory for the
Company’s accounting periods beginning on or after January 1, 2022 but are considered not
to be relevant or do not have any significant effect on the Company’s operations although they
may affect the accounting for future transactions and events upon initial application and are,
therefore, not disclosed in these financial statements, except for the following:
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a)

b)

c

IFRS 17 - Insurance contracts

This standard has been notified by the IASB to be effective for annual periods beginning on or
after January 1, 2023 and yet to be notified by the SECP. The standard provides a comprehensive
new accounting standard for insurance contracts covering recognition and measurement,
presentation and disclosure. Once effective, IFRS 17 will replace IFRS 4 that was issued in 2005.
IFRS 17 applies to all types of insurance contracts as well as to certain guarantees and financial
instruments with discretionary participation features. In contrast to the requirements in IFRS
4, which are largely based on grand fathering of previous local accounting policies, IFRS 17
provides a comprehensive and consistent approach to insurance contracts. The core of IFRS 17
is the general model, supplemented by a specific adaption for contracts with direct participation
features (the variable fee approach] and a simplified approach (the premium allocation approach]
mainly for short-duration contracts.

The management is currently in the process of assessing the impact of changes laid down by the
standard on its financial statements.

IFRS 9 - Financial Instruments and IFRS 4 - Insurance Contracts

This standard was notified by the Securities and Exchange Commission of Pakistan (SECP) to
be effective from annual periods ending on or after June 30, 2020. This standard replaces the
guidance in International Accounting Standard (IAS) 39, ‘Financial Instruments: Recognition and
Measurement’. Key changes in the new standard include requirements on the classification,
measurement and derecognition of financial assets and liabilities. The standard also contains
new requirements for hedge accounting and replaces the current incurred loss impairment
model with an expected credit loss model.

The Company has continued to take advantage of an election under IFRS 4 that permits an
insurer which meets certain conditions to temporarily be exempt from adopting IFRS 9 ‘Financial
Instruments’, that would have otherwise become effective from January 1, 2021, until January 1,
2023. Disclosures required under the temporarily exemption have been made by the Company
and detailed in note 4 to these financial statements.

Other standards, amendments and interpretations Effective date (period
beginning on or after)

- IFRS 16 - Leases [Amendments) 01 April 2021

- IAS 16 - Property, Plant and Equipment (Amendments) 01 January 2022
- IAS 37 - Provisions, contingent liabilities and contingent assets 01 January 2022
(Amendments)

-IAS 1 - Presentation of financial statements (Amendments) 01 January 2024
-IAS 12 - Income taxes (Amendments) 01 January 2023
-IAS 8 - Accounting policies, changes in accounting estimates 01 January 2023

and errors (Amendments)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

3.1

3.1.1

Property and equipment
Operating assets

Operating assets except freehold land are stated at cost less accumulated depreciation and any
identified impairment loss. Freehold land is stated at cost less any identified impairment loss.
Cost of operating assets consists of historical cost and directly attributable cost of bringing the
assets to their present location and condition. Depreciation on all operating assets is charged
to profit and loss account on reducing balance method at the rates given in note 6.1 to the
financial statements so as to write off the cost of operating asset over its estimated useful life.
Depreciation on addition to operating assets is charged from the month in which an asset is
acquired or capitalized, while no depreciation is charged in the month in which the asset is
derecognized or retired from active use. Management judgement and estimates are involved in
determining the useful lives of assets that best reflects the expected pattern of consumption of
the future economic benefits embodied in the asset by the Company.

Maintenance and normal repairs are charged to profit and loss account as and when incurred
whereas major renewals and improvements are capitalized and the assets so replaced, if any,
are retired. Gain and loss on disposal or retirement of an asset represented by the difference
between the sale proceeds and the carrying amount of the asset is recognized as an income or
expense, in the profit and loss account.

The operating assets’ residual value and useful lives are reviewed, at each financial year end,
and adjusted if impact on depreciation is significant. The Company's estimate of the residual
value of its operating assets as at December 31, 2021 has not required any adjustment as its
impact is considered insignificant.

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

The carrying values of operating assets are reviewed for impairment when events or changes in
circumstances indicate that this carrying value may not be recoverable. If any such indications
exist and where the carrying values exceed the estimated recoverable amounts, the assets are
written down to their recoverable amount.

Capital work-in-progress

Capital work-in-progress is stated at cost less any identified impairment loss. All expenditure
including borrowing costs connected with specific assets incurred during installation and
construction period are carried under capital work-in-progress. These are transferred to
operating assets as and when these are available for use.
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3.2

3.3

Intangible assets

An intangible asset is recognised as an asset if it is probable that future economic benefits
attributable to the asset will flow to the entity and the cost of such asset can be measured
reliably.

Costs directly associated with identifiable software that will have probable economic benefits
exceeding costs beyond one year, are recognised as an intangible asset.

Intangibles having indefinite useful life
These are stated at cost less impairment losses, if any.
Intangibles having definite useful life

These are stated at cost less accumulated amortisation and accumulated impairment losses,
if any. Intangible assets are amortised on a straight line basis over its estimated useful life as
specified in note 6 to these financial statements after taking into account residual values, if
significant. Amortisation on additions is charged from the month in which the asset is put to use,
whereas no amortisation is charged in the month the asset is disposed of. The useful lives and
amortisation method are reviewed and adjusted, if appropriate, at each reporting date.

Gains or losses arising from derecognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in
the profit or loss account when the asset is derecognised.

Investment property

Property not held for own use or for sale in the ordinary course of business is classified as
investment property. The investment property of the Company comprise of land and buildings. The
investment property, except freehold land are stated at cost less accumulated depreciation and
any identified impairment losses. Freehold land is stated at cost less any identified impairment
loss.

Depreciation on all investment property is charged to the profit and loss account, by applying the
reducing balance method at the rates given in note 8 to write off the cost of investment property
over its expected useful life. Depreciation on addition to operating assets is charged from the
month in which an asset is acquired or capitalized, whereas no depreciation is charged in the
month of disposal.

The assets’ residual values and useful lives are reviewed, at each financial year end, and adjusted
if impact on depreciation is significant. The Company’s estimate of the residual values and useful
lives of its investment property as at December 31, 2021 has not required any adjustment as its
impact is considered insignificant.
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3.4

a)

The Company assesses at each statement of financial position date whether there isanyindication
that investment property may be impaired. If such indication exists, the carrying amounts of
such assets are reviewed to assess whether they are recorded in excess of their recoverable
amount. Where carrying amounts exceed the respective recoverable amount, assets are written
down to their recoverable amount and the resulting impairment loss is recognized in profit and
loss account. The recoverable amount is the higher of an asset’s fair value less costs to sell and
value in use. Where an impairment loss is recognized, the depreciation charge is adjusted in the
future periods to allocate the asset’s revised carrying amount over its estimated useful life.

The gain or loss on disposal or retirement of an asset represented by the difference between the
sale proceeds and the carrying amount of the asset is recognized as an income or expense in
the profit and loss account.

Insurance contracts

Insurance contracts are those contracts where the Company has accepted significant insurance
risk from the policy holders by agreeing to compensate the policy-holders on the occurrence of
a specified uncertain future event i.e. insured event, that adversely affects the policy holders.
Significant insurance risk is defined as the possibility of having to pay benefits on the occurrence
of an insured event.

The Company underwrites non-life insurance contracts only under four main classes of business
l.e. fire and property damage, marine aviation and transport, motor and others including
miscellaneous and are issued to corporate and individual clients. The tenure of these insurance
contracts depend upon terms of the policies written and vary accordingly. Nonetheless, once
a contract has been classified as an insurance contract, it remains an insurance contract for
the remainder of its lifetime, even if the insurance risk reduces significantly during this period,
unless all rights and liabilities are extinguished or expired.

The classification of an insurance contract / policy into the aforementioned categories is based
on management's judgment regarding the incident / cause of loss effecting the majority of
asset(s) insured under the insurance contract. The Company performs its segment reporting
activities based on the classifications of insurance contracts made, as disclosed in note 37 to
these financial statements.

Fire and property damage insurance:
Insurance risks and events insured

Fireand propertydamage insurance contracts generally cover the policy holders against damages
caused by one or more of the following: fire, earthquake, riot and strike, explosion, atmospheric
disturbance, flood, burglary, etc. according to the terms and conditions of the policy. Customers
who undertake commercial activities on their premises could also receive compensation for the
loss of earnings caused by the inability to use the insured properties in their business activities
(business interruption cover).
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ii)

iii)

Revenue recognition policy

Premium income is recognized over the period of insurance from the date of the issue of the
policy / cover note to which it relates, to its expiry. For direct insurance business, premium is
recognized evenly over the period of the policy and for proportional reinsurance business, evenly
over the period of underlying insurance policies. Where the pattern of incidence of risk varies
over the period of the policy, premium is recognized as revenue in accordance with the pattern
of the incidence of risk. Premiums for policies receivable in installments are recognized as
receivable at the inception of the policy and is recognized as income over the period of the policy.
The gross premium underwritten is adjusted against the unearned premium reserves / liabilities
existing at each reporting date to determine the net premium underwritten during the year.

Since majority of policies are for one year, the Company maintains its provision for unearned
premium by applying the 1/24th method as stipulated in regulation 24(4)(ii) of the Insurance
Accounting Regulations, 2017, except in rare circumstances where the coverage period materially
differs, the same is recognized in accordance with the ratio of unexpired period of policy and the
total period.

In addition to direct insurance, at times the Company also participates in risks under coinsurance
from other companies and also accepts risks through reinsurance inward by way of facultative
acceptances on case to case basis provided such risks are within the underwriting policies of
the Company. Premium recognized against coinsurance policies is limited to the share of the
Company only. The nature of the risks undertaken under such arrangement is consistent with
the risks in each class of business as stated above.

Premium income includes administrative surcharge that represents documentation and other
charges recovered by the Company from insurance contract holder in respect of policies issued,
at the rate of 5% of the gross premium written restricted to a maximum of Rs. 2,000 per policy.

Claims recognition

Claim liability against losses incurred are recognized at the time of the incident giving rise to the
claim, except otherwise expressly indicated in the insurance contract. A claim generally includes
the loss resulting from the incident, along with claim handling costs that are directly related
to the processing / settling the claims, net of any salvage recoveries and any adjustments to
claims outstanding from previous years. In addition to reported claims, the liability also includes
provisions made under IBNR and expected claims settlement costs.

Detailed accounting policies for recording and measurement of reinsurance contracts held,
receivables / payables related to insurance contracts and provision for outstanding claims
including Incurred But Not Reported (IBNR] are mentioned in note 3.8, 3.9 and 3.21, respectively.

In addition to direct insurance, the Company also participates in risks under co-insurance
contracts from other companies and also accepts risks through re-insurance inward by way
of facultative acceptance on case to case basis provided such risks are within the underwriting
policies of the Company. The nature of risk undertaken in these contracts is consistent with
those stated above, in direct and other lead insurance contracts.
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b)

ii)

iii)

Marine, aviation and transport insurance:
Insurance risks and events insured

Marine, aviation and transport insurance contracts generally provide cover against one or more
of the following: cargo risk, war risk and damages occurring during transit between the points of
origin and final destination according to the terms and conditions of the policy.

Revenue recognition policy

Premium income is recognized over the period of insurance from the date of the issue of the policy
/ cover note to which it relates, to its expiry. For direct business, evenly over the period of the
policy and for proportional reinsurance business, evenly over the period of underlying insurance
policies. Where the pattern of incidence of risk varies over the period of the policy, premium is
recognized as revenue in accordance with the pattern of the incidence of risk. Premiums for
policies receivable in installments are recognized as receivable at the inception of the policy
and is recognized as income over the period of the policy. The gross premium underwritten is
adjusted against the unearned premium reserves / liabilities existing at each reporting date to
determine the net premium underwritten during the year.

Since majority of policies are for three months period, premium written during last three months
of the financial year, is taken to the provision for unearned premium at the reporting date by
using 1/6th method.

In addition to direct insurance, at times the Company also participates in risks under coinsurance
from other companies and also accepts risks through reinsurance inward by way of facultative
acceptances on case to case basis provided such risks are within the underwriting policies of
the Company. Premium recognized against coinsurance policies is limited to the share of the
Company only. The nature of the risks undertaken under such arrangement is consistent with
the risks in each class of business as stated above.

Premium income includes administrative surcharge that represents documentation and other
charges recovered by the Company from insurance contract holder in respect of policies issued,
at the rate of 5% of the gross premium written restricted to a maximum of Rs. 2,000 per policy.

Claims recognition

Claim against losses incurred are recognized at the time of the incident giving rise to the claim,
except otherwise expressly indicated in the insurance contract. A claim generally includes
the loss resulting from the incident, along with claim handling costs that are directly related
to the processing / settling the claims, net of any salvage recoveries and any adjustments to
claims outstanding from previous years. In addition to reported claims, the liability also includes
provisions made under IBNR and expected claims settlement costs.
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ii)

Detailed accounting policies for recording and measurement of reinsurance contracts held,
receivables / payables related to insurance contracts and provision for outstanding claims
including Incurred But Not Reported (IBNR]) are mentioned in note 3.8, 3.9 and 3.21, respectively.

In addition to direct insurance, the Company also participates in risks under co-insurance
contracts from other companies and also accepts risks through re-insurance inward by way
of facultative acceptance on case to case basis provided such risks are within the underwriting
policies of the Company. The nature of risk undertaken in these contracts is consistent with
those stated above, in direct and other lead insurance contracts.

Motor insurance:
Insurance risks and events insured

Motor insurance contracts provide indemnity against one or more of the following: total or
partial loss of vehicle, third party loss and other comprehensive car coverage, etc. according to
the terms and conditions of the policy.

Revenue recognition policy

Premium income is recognized over the period of insurance from the date of the issue of the
policy / cover note to which it relates to its expiry. For direct business, evenly over the period of the
policy and for proportional reinsurance business, evenly over the period of underlying insurance
policies. Where the pattern of incidence of risk varies over the period of the policy, premium is
recognized as revenue in accordance with the pattern of the incidence of risk. Premiums for
policies receivable in installments are recognized as receivable at the inception of the policy
and is recognized as income over the period of the policy. The gross premium underwritten is
adjusted against the unearned premium reserves / liabilities existing at each reporting date to
determine the net premium underwritten during the year.

Since majority of policies are for one year, the Company maintains its provision for unearned
premium by applying the 1/24th method as s