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INDEPENDENT AUDITORS' REPORT

To the members of State Life Insurance Corporation of Pakistan

Report on the Audit ofthe Unconsolidated Financial Statements

Opinion

We have audited the annexed unconsolidated financial statements of State Life Insurance
Corporation of Pakistan (the Corporation), which comprise the unconsolidated statement of
financial position as at December 31, 2020, and the unconsolidated statement of comprehensive
income, the unconsolidated statement of changes in equity and the unconsolidated statement of cash
flows, for the year then ended, and notes to the unconsolidated financial statements, including a
summary of significant accounting policies and 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
unconsolidated statement of financial position, the unconsolidated statement of comprehensive
income, the unconsolidated statement of changes in equity and the unconsolidated statement of cash
flows together with the notes forming part thereof conform with the accounting and reporting
standards as applicable in Pakistan and give the information required by the Insurance Ordinance,
2000 and the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a
true and fair view of the state of Corporation's affairs as at December 31, 2020 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
Corporation 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
oplllion.

Emphasis of Matter

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

Our opinion is not modified in respect of the above matter.
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Information Other than the Unconsolidated Financial Statements and Auditors' 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 unconsolidated financial
statements and our auditor's report thereon.

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

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

Responsibilities of Management and Board of Directors for the Unconsolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the unconsolidated financial
statements in accordance with the 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 unconsolidated
fmancial statements that are free from material misstatement, whether due to fraud or error.

In preparing the unconsolidated financial statements, management is responsible for assessing the
Corporation'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 Corporation or to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Corporation's financial reporting process.

Auditor's Responsibilities for the Audit of the Unconsolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the unconsolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue
an 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 unconsolidated financial statements.

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

• Identify and assess the risks of material misstatement of the unconsolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
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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 Corporation's internal control.

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

• Conclude on the 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 Corporation's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor's report to the related disclosures in the unconsolidated
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 Corporation to cease to continue as a
gomg concern.

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

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 Corporation as required by the Insurance
Ordinance, 2000 and the Companies Act, 2017 (XIX of 2017);

b) the unconsolidated statement of fmancial position, the unconsolidated statement of
comprehensive income, the unconsolidated statement of changes in equity and the
unconsolidated statement of cash flows together with the notes 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;

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

d) investments made, expenditure incurred and guarantees extended during the year were for
the purpose of the Corporation's business; and

e) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980),
was deducted by the Corporation and deposited in the Central Zakat Fund established
under section 7 of that Ordinance.

------- - --------- - ------------------- -----------------------
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The engagement partners on the audit resulting in this independent auditors' report are Muhammad
Khalid Aziz and Zulfiqar Ali Causer on behalf of Grant Thornton Anjum Rahman and BDO Ebrahim
& Co. respectively.

C\A~- ~~ v.. l~~w.-'~
Grant Thornton Anjum Rahman
Chartered Accountants

BOO Ebrahim & Co
Chartered Accountants

Karachi
Date: April 30, 2021

-------------------- --"--- -----------------



STATE LIFE INSURANCE CORPORATION OF PAKISTAN
UNCONSOLIDATED STATEMENT OF FINANCIAL POSITION

, AS AT DECEMBER 31, 2020

ASSETS
Property and equipment
Investment properties
Investments in subsidiaries
Investments

Equity securities
Mutual funds
Government securities
Debt securities

Loans secured against life insurance policies
Insurance / reinsurance receivables
Loans and other receivables
Taxation - payments less provision
Prepayments
Cash & bank
TOTAL ASSETS

EQUITY AND LIABILITIES

CAPITAL AND RESERVES ATTRIBUTABLE TO
CORPORATION'S EQUITY HOLDERS
Ordinary share capital
Ledger account C & D
Reserves
Unappropriated profit
Capital contributed to statutory fund
TOTAL EQUITY

LIABILITIES
Insurance liabilities
Retirement benefit obligations
Deferred capital grant
Deferred taxation
Premium received in advance
Insurance / reinsurance payables
Other creditors and accruals
TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

CONTINGENCIES AND COMMITMENTS

2020 2019

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

4 850,816 920,235
5 3,638,142 3,375,167
6 323,618 318,901

7 92,918,024 91,592,105
8 8,686,126 7,987,521
9 821,691,138 674,943,342
10 3,654,344 3,042,398

129,180,723 111,873,885
11 32,574,359 26,301,325
12 49,925,310 42,681,211

3,693,190 3,875,690
13 62,120 64,539
14 56,184,733 91,859,786

1,203,382,643 1,058,836,105

15 4,600,000 4,300,000
3,943,311 2,207,145

16 304,725 7,043
1,460,~96 1,284,882

(650,000)
10,308,532 7,149,070

17
18

1,157,476,582 1,016,711,293
2,095,926 4,722,072

36,957 44,714
1,610,642 636,015
8,644,311 10,632,410
566,647 480,184

22,643,046 18,460,347

19

20
21

1,193,074,111 1,051,687,035

1,203,382,643 1,058,836,105

22

The annexed notes from 1 to 47 form an integral part of these unconsolidated financial statements.
'f \,'\'_ V'--
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STATE LIFE INSURANCE CORPORATION OF PAKISTAN
UNCONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2020

Premium revenue
Premium ceded to reinsurers
Net premium revenue

Investment income 24
Net realised fair value gain/ (loss) on financial assets 25
Net fair value gain on financial assets at fair value through
profit and loss 26
Net rental income 27
Other income 28

Net income

Insurance benefits
Recoveries from reinsurers
Claim related expense

Net Insurance Benefits 29

Net Change in Insurance Liabilities (other than outstanding
claims)
Acquisition expenses 31
Marketing and administration expenses 32
Other expenses 33
Total expenses

Profit before tax
Income tax expense 34
Profit for the year

Other comprehensive income

Total comprehensive income for the year

Earning (after tax) per share - Rupees

2020 2019
Note -----------(Rupees in '000)-----------

119,414,632
(380,092)

112,776,755
(204,433)

23 112,572,322119,034,540

87,207,086 73,184,367
207,639 (12,682)

614,755 3,615,064
559,518 568,240

17,009,232 18,446,796
105,598,230 95,801,785
224,632,770 208,374,107

64,886,618 57,143,001
(211,907) (106,879)

13,715 12,642

64,688,426 57,048,764

129,039,485 121,475,500
16,596,807 16,502,433
7,953,025 9,968,182

428,417 582,382
154,017,734

5,926,610
(1,720,268)

148,528,497

2,796,846
(812,543)

4,206,342 1,984,303

4,206,342 1,984,303

35 97.78 51.61

The annexed notes from 1 to 47 form an integral part of these unconsolidated financial statements.
': . ;\ l_ Iof\.--.
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STATE LIFE INSURANCE CORPORATION OF PAKISTAN
UNCONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2020

Balance as at January 1, 2019

Dividend paid for the year December 31, 2018
Total comprehensive income for the year
Surplus for the year retained in statutory funds-net of tax
Capital contributed to statutory fund
Capital received from statutory fund
Transfer for the issuance of share capital
Balance as at December 31, 2019

Dividend paid for the year December 31, 2019
Total comprehensive income for the year
Surplus for the year retained in statutory funds-net of tax
Capital contributed to statutory fund
Capital received from statutory fund
Transfer to General reserve
Transfer for the issuance of share capital
Balance as at December 31, 2020

Attributable to equity holders of the Corporation
Capital Revenue Ledger

contributed to reserves Account C &. Unappropriated
Statutory General D [Refer profit

Fund reserves Note]
-------------------------------------------------- Rupees in '000--------------------------------------------------

3,500,000 (100,000) 507,043 1,257,718 713,615 5,878,376

Share
capital Total

949,427

(713,609)
1,984,303
(949,427)
650,000

(100,000)
(300,000) _

1,284,882

(713,609)
1,984,303

(650,000)
100,000

800,000 (500,000) .

7,0434,300,000 (650,000) 2,207,145 7,149,070

1,736,166

(1,046,880)
4,206,342
(1,736,166)

(1,046,880)
4,206,342

650,000 (650,000)
(497,682)
(100,000) _

1,460,496
300,000

497,682
(200,000) _
304,7254,600,000 3,943,311 10,308,532

Note: This includes balances maintained in accordance with the requirements of Section 35 of the Insurance Ordinance, 2000 read with Rule 14 of the
Insurance Rules, 2017 (previously the SEC Insurance Rules, 2002) to meet solvency margins, which are mandatorily maintained for the carrying on of the life
insurance business.

The i~nexe,notes from 1 to 47 form an integral part of these unconsolidated fina cial statem~n~.~:
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STATE LIFE INSURANCE CORPORATION OF PAKISTAN
UNCONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2020

Operating Cash flows

(a) Underwriting activities
Insurance premiums received
Reinsurance premiums paid
Claims paid
Surrenders paid
Reinsurance and other recoveries received
Commissions paid
Other underwriting payments, if any
Net cash flow from underwriting activities

~) Other operating activities
Income tax paid
General management expense paid
Other operating receipts
Loans secured against life insurance policies - advanced
Loan, secured against life insurance policies - repayments received
Net cash flow used in other operating activities
Total cash flow from all operating activities

Investment activities

Profit / return received
Dividends received
Rentals received
Payment for investments
Proceeds from disposal of investments
Fixed capital expenditure
Proceeds from sale of property and equipment
Total cash flow (used in)/ generated from investing activities

Financing activities

Dividends paid
Total cash flow used in financing activities

Net cash flow (used in)/generated from all activities

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Reconciliation to Profit and Loss Account
Operating cash flows
Depreciation expense
Investment income
Amortization/ capitalization
Non Cash Adjustments (APL)
Increase in assets other than cash
Decrease in liabilities other than running finance
Allocation of surplus
Other adjustments
Net change in insurance liabilities (other than outstanding claims)

Profit for the year

Note 2020 2019
-----------(Rupees in '000)-----------

100,820,347 117,673,310
(293,629) (299,764)

(23,128,233) (31,216,236)
(30,046,296) (27,153,375)

158,402 207,466
(12,299,413) (14,839,294)
(4,749,131) (3,541,499\

30,462,047 40,830,608

(563,140) (566,807)
(6,439,122) (10,707,640)

284,198 (644,511)
(5,847,788) (25,749,990)
12,998,612 9,474,058

432,760 (28,194,890)
30,894,807 12,635,718

69,015,765 72,654,495
4,572,291 5,245,226
1,050,715 1,748,301

(245,604,897) (191,668,167)
106,611,187 153,701,945

(364,221) (411,290)
758

(64,719,160) 41,271,268

(1,046,880) (713,609)
(1,046,880) (713,609)

(34,871,233) 53,193,377

80,810,075 27,616,698

14.1 45,938,842 80,810,075

30,894,207 12,635,718
(115,193) (122,985)

105,598,230 95,801,787
561,435 419,224

(14,045,545) (3,393,075)
22,049,696 24,627,882
(11,372,965) (5,695,601)

- (100,000)
(324,638) (713,147)

(129,039,485) (121,475,500\

4,206,342 1,984,303

Th.e.. an.ne.xed notes from 1 to-: 4•.•7.. form an integral pa~t f these uncon oliMdate financial statemfnts..i: ,/1 _; ~ _~;, ~L. r-:''luC-.s]; ~/~ 'L < i l ~ ~- <
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STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2020

1 LEGAL STATUS AND NATURE OF BUSINESS

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

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

1.3 The Corporation was issued the certificate of authorization for commencement of Window Takaful
Operation under rule 6 of the Takaful rules, 2012 by Securities Exchange Commission of Pakistan
vide letter no. 0097, dated September 22, 2016. For the purpose of carrying on the takaful business,
the Corporation has formed an Individual Family Participant Takaful Fund (IFPTF) on August 18,
2017 under the Waqf deed and cede Rupees 1 million to the IFPTF. The Waqf deed governs the
relationship of Corporation and participants for management of takaful operations. Subsequently to
the year end, the Corporation launched the Window Takaful Operations from February 2021.

1.4 The Presidential Order dated April 06, 2016 in respect of State Life (Re-organization and
Conversion) Ordinance, 2016 was issued by Government of Pakistan Ministry of Law and Justice to
provide for the re-organization and conversion of the State Life Insurance Corporation of Pakistan
in to a Public Limited Company. After the commencement of this Ordinance, the Federal
Government established a Company namely, State Life Insurance Company Limited under the
repealed Companies Ordinance, 1984 (XLVII of 1984) with the objective of taking over the business,
functions, contracts, policies, proceedings, undertakings, assets, liabilities etc of the Corporation on
fulfillment of the statutory requirements. The National Assembly converted the said Ordinance into
Bill for the conversion of State Life Insurance Corporation of Pakistan to State Life Insurance
Company Limited and sent the Bill to Senate for approval and the Senate, instead of passing the Bill,
proposed few amendments in the Bill. For the consideration of the proposed amendments the
matter was moved to National Assembly Standing Committee on Commerce. Subsequestly, Ministry
of Commerce vide letter No.l(7)/2013-SLlC·INS dated 10-09-2020 informed that the Senate of
Pakistan passed the Bill with certain amendments. The amended Bill, as passed by the Senate, was
forwarded to the National Assembly as per Article 70(2) of the Constitution of Pakistan. The
National Assembly did not pass the amended Bill within 90 days, therefore, request was made to the
Ministry of Parliamentary Affairs to place the same before the Joint Session of the Parliament for
consideration. However, Bill was not passed by the J oint Session due to dissolution of Assembly at
that day. I Ience, in terms of Article 76(3) of the Constitution of Pakistan said Bill has been lapsed,
despite the fact that it had been passed by the Senate. After detailed deliberation on the issue
between Privatization Commission and Ministry of Commerce, it was agreed that
view/comments/input from SLIC may first be obtained in the matter, and the matter is still pending
In MoC.

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

2 BASIS OF PREPARATION

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



STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2020

2.1 Statement of compliance

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

2.2 Basis of measurement

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

2.3 Functional and presentation currency

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

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

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

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

TFRS 3 'Definition of a business' .\mendment to [FRS 3 January 1, 2020

L\S l/L\S 8 'Definition of 0.1aterial' ("\mendments to L\S 1 and L\S

8) .J anuary 1, 2020

January 1, 2020IFRS 7, IFRS 9, and L\S 39 - Interest Rate Benchmark Reform

\' arious .\mendments to References to the Conceptual Framework in

TFRS Standards January 1, 2020

.vdoption of the above standard have no significant effect on the amounts for the year ended December 31,
2020 .

.\mendment to IFRS 4 'Insurance Contracts' - Applying IFRS 9 'Financial Instruments' with [FRS 4 addresses
issue arising from the different effective dates of [FRS 9 and the forthcoming new standard IFRS 17
'Insurance Contracts'. The amendments introduce two alternative options for entities issuing contracts within
the scope of IFRS 4, notably a temporary exemption and an overlay approach. The temporary exemption
enables eligible entities to defer the implementation date of IFRS 9. The overlay approach allows an entity
applying [FRS 9 from 01 July 2018 onwards to remove from profit and loss account the effects of some of the
accounting mismatches that may occur from applying [FRS 9 before TFRS 17 is applied.
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NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2020

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

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

[FRS C) defines the terms "pnncipal" as bClng the fair value of the financial asset at initial recognition, and the
"interest" as being compensation for (i) the time value of money, and (ii) the credit risk associated with the
principal amount outstanding during a particular period of time.

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

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

b) all other financial assets

2020
Fail the SPPI test Pass the SPPI test

Change in Change in
Description

Fair Value Impairment
unrealised Gain / Carrying

Impairment
unrealised Gain /

loss during the Value loss during the
year year

------------------------------------------------ Rupees in '000 -------------------------------------------------

Cash at bank 56,184,m
Investmcnt In equity securities 92,918,024
lnvestmcnt !l1 gOl'cmmenr secunties 821,691,138
lnvestment in debt securities 3,654,344 /,573
lnvestment in mutual funds 8,686,126
Loans and other receivables 49,9~5,31O
Loans secured agalllst life msuranc« policies 129,180,721

2020

Description
Gross Carrying amount of debt instrument that pass the SPPI test

AA At A AA- AAA A- A-I A-2 Unrated

----------------------------------------------- Rupees in 'ODD ------------------------------------------------
Investment in Debt Securities 3,661,917 7,573
Investment in Govt Securities 821,691,138

Loans secured against life
129,180,723

insurance policies



STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2020

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

Tbe other new standards, amendments to published standards and interpretations that are mandatory
for tbe financial year beginning on January 01, 2020 are considered not to be relevant or to have any
significant effect on the Corporation's financial reporting and operations and are therefore not
presented here.

2.6 Standards, interpretations and amendments to published accounting and reporting
standards that are relevant but not yet effective and nor early adopted by the Corporation

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

Standard or Interpretation
Effective Date (Annual period

beginning on or after)

IFRS 9- Fees in the '10 per cent' Test for Derecognition of Financial
Liabilities (/\mendments to IFRS 9)

IFRS 16 - C:ovid-19 Related rent concessions (.\mendments to IFRS

16)

January 1, 2022

June 1, 2020

Onerous Contracts - Cost of Fulfilling a Contract (.\mendments to

1.\537)

L\5 16 " Proceeds before Intended Use ("\mendments to Ie\S 16)

L\541 - Taxation in Fair Value :\Ieasurements (.\mendment to L\S

41)

January 1, 2022

January 1, 2022

January 1,2022

Updating a Reference to the Conceptual Framework C\mendments to

IFRS 3) Janualy 1, 2022

The management of tbe Corporation is in the process of assessing the 1mpact of these Standards,
amendments and interpretations to the published standards on the unconsolidated financial
statements of the Corporation.

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

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

Standard or Interpretation
IASB effective date

(Annual periods beginning
on or after)

IFRS 1 First Time Adoption of International Financial
Reporting Standards

[FRS 17 Insurance Contract (Amendment to Insurance
Contract)

July 01,2009

January 1, 2023
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2.8 Critical accounting estimates and judgments

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

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

Significant areas where assumptions, estimates and judgments were exercised in application of
accoun ting policies relate to:

a) Classification of investmen ts

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

h) Provision for outstanding claims (including IBNR)

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

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

c) Provision for taxation

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

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

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

e) Fixed assets, investment properties, depreciation and amortisation

In making estimates of depreciation / amortisation, management uses method which reflects the
pattern in which economic benefits are expected to be consumed by the Corporation. The method
applied is reviewed at each financial year end and if there is a change in expected pattern of
consumption of future economic benefits embodied in the assets, the method would be changed to
reflect the change in pattern. Such change is accounted for as change in accounting estimate 111

accordance with International Accounting Standard - 8, "Accounting Policies, Changes in
Accounting Estimates and Errors".
The assets residual values, useful lives and methods are reviewed, and adjusted if appropriate, at each
reporting date .

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

f) Staff retirement benefits

Staff retire men t benefits are provided as per actuarial valuation or following the actuarial advice
which is based upon certain assumptions.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies and methods of computation adopted in the preparation of these
unconsolidated financial statement are same as those applied in the preparation of the annual
unconsolidated financial statements of the Corporation for the year ended December 31,2019.

3.1 Property and equipment

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

Subsequent costs

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

Depreciation

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

Gain and losses on disposal

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

Capital work in progress

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

3.2 Investment properties

Investment properties are accounted for under the cost model in accordance with International
Accounting Standard 40, 'Investment Property' and S.R.O. 938 (1)/20()2 dated December 12,2002
issued by the SECP.

These are carried at cost less accumulated depreciation and impairment losses, if any. Subsequent
expenditure, depreciation and gains or losses on disposal are accounted for in the same manner as of
operating fixed assets.
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3.3 Other assets

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

3.4 Funds

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

Pakistan Life Fund (ordinary life);
Overseas Life Fund (ordinary life);
Pension Fund;
Health Insurance Fund; and
Family Takaful Fund.

Assets, liabilities, revenues and expenses are referable to respective statutory funds or allocated to
shareholders' fund.

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

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

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

b) Overseas Life Fund (ordinary life)

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

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

c) Pension Fund

The Pension Fund consists of funds on account of group pension deposit administration contracts.
Policyholders' liabilities as shown in the pension fund are based on an actuarial valuation conducted
by the Appoin ted Actuary as at the reporting da te.
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d) Accidental and Health Insurance Fund

The corporation is implementing mega health insurance programs, i.e. Federal Sehat Sahulat Program
and KP Sehat Sahulat Program. These programs covered the 80 million population of Pakistan
across 90+ districts to provide them with health insurance coverage through a vast network of 450+
panel hospitals. The Federal Schar Sahulat Program, with expansion to target more than 68 districts
across Pakistan, is covering around 10 million families (i.e. 50 million individuals). The growth in the
scheme has a massive impact on the quality of health care available to the poor. The scheme is
providing the secondary coverage of Rs. 60,000/- and Rs. 300,000/- under tertiary coverage per
annum. The beneficiaries are also paid additional benefits such as cash payments of transportation
and funeral charges. Besides pure Bl Sf' data, the entire FATA, FR Region, Tharparkar and AJK
regions have been covered under this scheme. The coverage was further extended to all the disabled
person and registered transgender community of Pakistan. Plans are underway to expand the scheme
to cover 100% population of GB, Islamabad and Punjab. The KP Sehat Card Plus Program has
covered the entire population of Khyber Pakhtunkhwa, where more than 7 million families would be
covered. This scheme has a worth of around 87+ billion in the next five years. The scheme provides
inpatient hospitalization secondary coverage of Rs. 40,OClO / - per member and Rs. 4ClCl,OClCl / - under
tertiary coverage per annum. State Life being a public sector organization would strive to extend its
services to manage social health programs most efficiently and economically.

e) Family Takaful Fund

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

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

The takaful operations under the 'Family Takaful Fund' are expected to start from the next year as
disclosed in note 1.3 to these financial statements.

3.5 Insurance contracts - classification

The Corporation maintains five statutory funds which are as follows:

- Pakistan Life Fund
- Overseas Life Fund
- Pension Fund
Accidental and Health Insurance Fund

- Family Takaful Fund

Within the Pakistan Life Fund the business can be further classified as individual life conventional
business, group msurance business and a small amount of annuity business.
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Most of the new individual life conventional policies written by the Corporation contain a
Discretionary Participation Feature (DPF). DPF indicates policies in which the investor receives an
additional payment, the amount or. timing of which is contractually at the discretion of the issuer.

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

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

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

Family Takaful Fund is not operational at the reporting date. Management intends to commence
operations of Family Takaful Fund in the ensuing year.

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

Contract details and measurement

The insurance contracts offered by the Corporation are described below:

3.5.1 Individual life policies

Individual life conventional products

These are long term contracts with either level or single premiums. These plans generally provide for
some death benefit on death during the currency of the policy and a survival benefit either on the
happening of certain contingencies or on the maturity of the policy. The premiums are payable only
in the life time of the policyholder. In case of term insurance products there 1S no survival benefit.

Universal life policies

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

Term insurance policies

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

Annuities

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

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

Insured event

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

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

Distribution channel

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

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

3.5.2 Group life policies

Basic coverage

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

Supplementary coverage

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

Insured event

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

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

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

3.6 Policyholders' liabilities

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

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

a) any reserve required for premiums;
b) reserve for incurred but not reported (IBNR) claims;
c) reserve for income benefit in course of payment; and
d) reserve for potential losses on a policy to policy basis.

3.7 Re-insurance contracts held

The Corporation has re-insurance arrangements with Swiss Re. The net retention limit of the
Corporation for individual life is Rs. 5 million (2019: Rs. 5 million) per policy and for group life is
Rs. 5 million (2019: Rs. 5 million) per person of risk. Re-insurance premium is recorded as an
expense evenly over the period of the re-insurance contract and is off-set against the premium
income of the respective year.

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

3.8 Claims

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

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

Liabilities for other insurers / reinsurers are carried at cost which is the fair value of consideration to
be paid in future for services.

3.10 Premiums due but unpaid

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

3.11 Amount due from other insurers / reinsurers

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

3.12 Acquisition costs

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

3.13 Expenses of management

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

3.14 Staff retirement benefits

a) Provident fund

The Corporation operates a defined contribution plan, a recognized contributory provident fund
scheme for all its eligible employees. For employees who have opted for the gratuity scheme,
monthly contributions at the rate of 8.33(10 of their basic salaries are made to the fund by the
Corporation. However, in respect of employees who have opted for the pension scheme, no
contribution is made by the Corporation to the provident fund.

b) Gratuity fund

Officers

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

Staff

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

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



STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

c) Pension fund

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

d) Compensated absences

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

The liability in respect of compensated absences as at December 31, 2020 amounting to Rs.1,613
million (2019: Rs. 1,542 million) has been provided in these unconsolidated financial statements
based on actuarial valuation.

c) Post retirement medical benefits

The Corporation provides medical facilities to its retired officers and their spouses in accordance
with the service regulations. As at December 31, 2020, liability for post retirement medical benefit as
computed by the appointed actuary is estimated at Rs. 2,792 million (2019: Rs. 2,446 million) and the
same has been provided in these unconsolidated financial statements.

3.15 Loans secured against life insurance policies

Cash loans

J .oans in cash against the security of life insurance policies may be extended to the policyholders to
the extent of 80°/clof surrender value of the respective policy, provided the policy has been in force
for at least two years.

Automatic non-forfeiture provisions

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

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

3.16 Revenue recognition

Premium
(a) Individual life policies

The initial premium is recognized when the policy is issued after receipt of that premium. Subsequent
premiums falling due under the policy are recognized if received before expiry of the grace period, or
if advanced by the Corporation under the Automatic Non-Forfeiture provisions. However,
premiums due in the month of December but not received by 31st December are recognized if the
grace period IS to expire after the next 1st January.
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(b) Group life policies

The premium on group life policies is recognized on a proportionate basis.

Rental income on investment properties

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

Investment income

Income on government securities, term finance certificates and other fixed income securities IS

recognized on an accrual basis for the number of days these are held taking into account effective
yield on the instruments.

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

Capital gain / loss an sing on sale of listed securities is recognized on settlement date.

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

Deferred capital grant

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

Others

All other income are recognised on accrual basis.
3.17 Taxation

Current

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

Deferred

Deferred taxation is accounted for using the balance sheet liability method providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes and
the amounts used for taxation purposes. The amount of deferred tax provided is based on the
expected manner of realization on settlement of the carrying amount of assets and liabilities using the
lax rates enacted at the reporting date.

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

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

3.19 Provisions

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

3.20 Impairment of non financial assets

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

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

3,21 Related party transactions and transfer pricing

Transactions and contracts with the related parties are carried out at arm's length price determined in
accordance with comparable uncontrolled price method.

3.22 Cash and cash equivalents

These include cash and bank balances and deposits maturing within twelve months.
3.23 Dividend distributions and appropriations

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

3.24 Earnings per share

The Corporation presents basic and diluted Earnings Per Share (EPS) for its shareholders. Basic EPS
1S calculated by dividing the profit or loss attributable to ordinary shareholders of the Corporation by
the weighted average number of ordinary shares outstanding dunng the year. Diluted EPS 1S

calculated if there is any potential dilutive effect on the Corporation's reported net profits.

3.25 Segment reporting

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

The Corporation's business segments are currently reported five statutory funds, separately in respect
of each class of life insurance business.
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3.26 Foreign currency translations

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

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

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

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

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

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

3.28 Financial instruments

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

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

The financial assets and financial liabilities are measured subsequently as described below:

----------------- ------- ----- -------- ---------- -------- --------



STATE LIFE INSURANCE CORPORATION OF PAKISTAN
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2020

Financial assets

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

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

Loans and receivables

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

Held to maturity

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

Fair value through profit or loss

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

Impairment of financial assets

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

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

Derecognition

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

Off setting

Financial assets and liabilities are off set and the amount is reported in the statement of financial
position if the Corporation has a legal right to set-off the transactions and also intends either to settle
on a net basis or to realize the asset and settle the liability simultaneously.
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Fair / market value measurements
For investments in Government securities, fair / market value is determined by reference to
quotations obtained from Reuters page (PKRV) / (PKISRV) where applicable. For investments in
quoted marketable securities, other than Term Finance Certificates / Corporate Sukuks, fair / market
value is determined by reference to Stock Exchange quoted market price at the close of business on
reporting date. The fair market value of Term Finance Certificates / Corporate Sukuks and
investment in Mutual Fund is as per the rates issued by the Mutual Funds Association of Pakistan
(MUFAP).

Financial liabilities

For the purpose of subsequent measurement, financial liabilities are measured at amortised cost using
effective interest method, which approximates to its cost except for policyholders' liabilities and
liability for claims incurred but not reported (IBNR) which are measured on the basis of actuarial
valuations.

3.29 Investment in subsidiaries

Investment in subsidiaries has been carried at cost less provision for impairment (if any).

3.30 Investment in associates

Investment in associates has been carried at cost less provision for impairment (if any).




















































































































