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1. INTRODUCTION

1.1 This due diligence report has been prepared for the purpose of evaluating investment to be
made by JS Bank Limited (“JS Bank”) in EFU Life Assurance Limited (“EFUL”). EFUL is an associated
company of JS Bank by virtue of 20.05% shareholding of Jahangir Siddiqui & Co. Limited (JSCL) the
holding company of the Bank and 0.09% shareholding of Energy Infrastructure Holding (Private)
Limited (“EIHL"), a wholly owned subsidiary of the JSCL.

1.2 Section 199 of the Companies Act, 2017 (“Act”) requires that investment in associated
companies shall be made under the authority of a special resolution. Securities and Exchange
Commission of Pakistan (SECP) has prescribed the Companies (Investment in Associated Companies
or Associated Undertakings) Regulations, 2017 (“2017 Regulations”), which specify such conditions
and restrictions on the nature, period, amount of investment and terms and conditions attached thereto
and other ancillary matters. The proposed investment, therefore, shall comply with the requirement of
Section 199 of the Act and 2017 Regulations.
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2. TRANSACTION

Further to the shareholders’ resolution dated March 28, 2017 authorising long term equity
investment by JS Bank Limited in EFU Life Assurance Limited of up to PKR 675 million that was
partly utilized by purchasing 1,189,600 shares of the total amount of PKR 250,734,849, the Bank
now intends to renew its long term equity investment limit in EFUL of upto PKR 675 million
(inclusive of investment of PKR 250,734,849 already made by the Bank) to authorize the Bank under
Section 199 of the Companies Act, 2017 by way of purchase of Ordinary Shares of EFU Life
Assurance Limited from time to time from the secondary market at the prevailing market price
subject to compliance with all legal requirements. The shares will be purchased within a period of
three years and shall be subject to fulfillment of legal, regulatory and corporate requirements.
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3. EFU LIFE ASSURANCE LIMITED - HISTORY AND CREDENTIALS

3.1 EFUL is a company listed on the Pakistan Stock Exchange. In 1990, the Government of Pakistan
reopened the life insurance business to the private sector organisations and EFUL started operations in
November 1992 as the first private sector life insurance company. In early 1993, EFUL commenced its
Group life insurance business and by March 1994, the company began writing its individual life
business.

3.2 EFUL'’s Board of Directors comprises of:

e Mr. Rafique R. Bhimjee (Chairman)
e Mr. Taher G. Sachak

e Mr. Saifuddin N. Zoomkawala

e Mr. Muneer R. Bhimjee

e Mr. Hasanali Abdullah

e Mr. Heinz Walter Dollberg

e Mr. Ali Raza Siddiqui

e Mr. Syed Salman Rashid

e Ms. Rukhsana Shah

3.3 In the year 2018, the Company has an individual life branch network of over 200 locations
across the country. For Bancassurance, the Company has a partnership with 14 banks.

3.4  As of December 31, 2018 EFUL has net equity of PKR 6,027 million with paid up capital being
PKR 1 billion divided into 100 million ordinary voting shares of PKR 10 each. Its gross premium
(including Takaful contributions) was PKR. 30.79 billion

3.5 EFUL has a comprehensive claims management system in place which prompts claims
payments. During the year 2018, EFUL paid total death and disability claims of PKR. 2.55 billion (2017:
2.60 billion) with individual and group life claims amounting to PKR. 665 million and PKR. 1.882
billion, respectively in 2018.

3.6 EFUL was the first life assurance company in Pakistan to be awarded the ISO 9001:2008
certification. EFUL is the pioneer in introducing the following products and features in Pakistan.

. Unit-linked products

. Critical Illness Products

. Education Planning Product
. Inflation Protection Benefit
. Pension Plans

Due Diligence Report -Investment in EFU Life Assurance Limited Page 5 of 10



3.7 JCR-VIS has assigned EFUL Insurer Financial Strength (IFS) rating reaffirmed as AA+ with stable
outlook. The rating takes into account the Company's strong capitalization level vis-a-vis the nature of
risks underwritten and the very high capacity to meet policyholders' obligations. The rating is also a
confirmation of the fact that the Company is on a strong financial footing and is the market leader in the
life insurance sector in terms of long term sustainable business strategies, innovative products, superior
systems and IT infrastructure, satisfied clients and prudent investment policies resulting in good
medium to long term returns to our clients. The prediction for future outlook is ‘Stable” this shows that
EFUL is low risky investment for JS bank.
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4. FINANCIAL POSITION, PERFORMANCE AND FUTURE PROSPECTS

41 Since inception, EFUL has had a consistent and growing track record of profitability. During
calendar year 2019, EFUL has reported an after tax profit of PKR 1,549 million and earnings per share of
PKR 15.49. Currently, EFUL maintains a healthy capital structure with no debt on its balance sheet.

42 EFUL has a consistent record of paying dividend to its shareholders and in the last six years the
following cash dividend was declared:

2019: 150%

2018: 150%

2017:150%

2016: 150%

2015: 100%

2014: 75%

43  Following is the brief snapshot of historical and financial performance of EFU Life Assurance.

Key Financial Data

For The Last Six Years

{Rupees 000)

2018 2017 2016 2015 2014 2013
Gross Premium ¢ Contribution 20 FOO 40T 3% 420 835 24 676 452 31032830 18 219910 14 058 930
REVENUE ATOUNT
Fremiuume-net of reinswurance 30 164 2628 30213 33 Z3 551 8517 30351972 17 595 o639 13365 479
Intesest and other Incomes S 265274 S 438 197 8 128 626 8117 383 6 796 578 4 748 754
33 430542 40 257 330 3% SS90 477 38469 355 24 392517 18114 263
Claers less resnsurance 13 0%a 2451 14 237 934 17 762 439 8947 512 4714 359 3483 Qaz
Commissson and Expense S 374022 6287 955 S 535953 5415109 727 382 4274 230
Prosision for (depreciationt 7 Anprecaton
on mvestments £3058297) (13094284) 7 7e3 528 Fag 228 X699 382 T G288 6549
Winte back / {Frovision) for doubtiul debts
on avaiable for sale fxad income secunties (& 559) 6S 379 { 160407 )
Prosisson foc Impainm t for availabile for
safe Equny lrnvestonanis 200 407 (22 20%) 347 550 12 621
Capaal contribution from Sharehoiders’ fund 29 256
Changes in statutory Funds o 577 382 3 236 9C6 13 94S 380 22 806826 17639 714 O R3I8 720
Profiz before tax 2 376 350 2794 221 2 798 096 2225370 1423 373 T 398 314
Prosison for Taxabon { 785057 ) { 884 279 ) (925 200 ) { 749 9S00 ) {472 472 ) { 469 200 )
Profit after 1ax 1581333 1 909 952 1 872 89% 1475470 S50 901 925 3114
BALAMNCE SHEET
Investimeants 105 820637 BS 388 521 BE 8371 183 73 247 323 55534580 39585 719
Cash & S8ank baiances 4 755 362 18496 913 12 395 589 14 406 587 7 666 369 Jala 0ay
Other Assets 2698 G477 4 14z 723 2920367 3229775 2943 929 ¥ a4 258
Faed Assets 2 A58 665 2208842 2 354 392 T e57 694 TGS3 604 210 235
116 764611 110 237 999 106 3071 531 a3 265 379 67 228 482 23 104 259

tssued. Subscried and paid-up canital 1 00GC 000 T 000 000 T 000 000 T 000 00O

Accuamulated surplas 2877 5095 1 420 648 1 543 383 1083773

General Resesve 2150000 T 9S00 OO0 T 650 000 SS0 000 750 SO0 S00 S00

Balance of Statutory Funds 107 603 537 10 2332 033 97 782 063 83836320 6% 222 367 435832 653

Othes babilibes 3133478 4664 312 4 326 0B85 4aG1e31e 3171842 2988 234
116 764611 110237 999 106 3017 531 91 265 379 67 228482 4% 104 259
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Key Operating and Financial Data

Six years sumimnary 2018 2017 2116 2015 2014 2013

Financiz Ratos
Profitability Ratios

Profitadiity Ratios

frofit Sefore Tax J Gross Premiim * J 6% 85% 1% 7% 8% 10%
Profit Befare Tax / Nét fremmum % 7% 87% 2% 1% 8% 10%
Profit After Tan/ Gross Premium * 5.3% 18% 8% 5% 5% %0
Profit After Tax f Nes Premim % 5.2% 59% 8% 5% 5% 7%
Gross Yield oo Eameng Assets % 63% 8.3% 6% 7% 8% 8%
Net Claims / Net fremum = 43.4% 46, 15% Ja% 25% 27% 26%
Commission / Neét prémmium *% 143% 1n.75% 12% 105% 14% 17%
Acuisition Cost / Nt peemaum % 22.4% 12.7% 8% 14% 21% 25%
Admnstraton Expenses ! Met premianm % S S4% 53% 5% % 5% 6%
Charge i PHL 7 Net Inflow % 217% 11.9% 35% 57% £1% 52%
Net irestment Income £ Net Prermeam * 0.7% “1.7% 65% 29% 59% A1%
Retum On Capetal Tmployed *% NIT% 20.7% 23% 22% 16% 15%
Return on Equity *» PP 41 8% 45% 43% 34% 375
Uquidity Ratio

Current Ratio 151 485 354 439 335 29
Quck Ratn 751 4 BS 354 439 33% im
Cash o Curcens Liabsdity = B833% = 287% IE% i42% 255%
Investment / Market Ratio

Breskup Vaioe Per Share Rupees 8028 4311 4183 34.10 25834 2533
Eamangs per share {pee tao Diuted fupees 2326 2681 2148 22.25 1423 15353
Eamings per share {after t=x) Diluted Rupees 1581 18.12 18.73 14.75 957 929
Price Earning Ratoo -PAT Timses 1441 1399 11.50 13.49 1736 B8
bkt peice per shave at end of the yaar Rupees 227597 25349 21547 199 165985 817
M1 price per shave - Highest dunng the year Rupees 31748 32985 24747 260 1779% 96.45
MK price e shave - Lowest during the year fupees 195.66 209 18623 140 a0 .60 6801
Cash nd per Share Rapees 15 15 15 10 150 65
ice 1o book rato 0.20 023 020 022 0.25 07
Cash Davidend 5& = 1505 150% 1590% 100% 5% 65%
Dividecd Yeeld *% 5% 6% % 5% 4% B%
Dradend Payout e 94 85% 82 76% B0.09% 6l /8% 13 87% 6997%
Dandend Cover Times 0.8 D83 G.80 (.68 D79 0.7
Stock Divdend per share Times e fi fi fi fi fi
Betwis % ) i fi fi fi fi 4
Capital Structure Ratio

Retum on Asset *% 2.0% 2.4% 3% 2.4% 7% 3%
Earming Asset ta total asset % 513 92% 93% 4% 93% 9%
Totat Labiities / Equity Timss 1837 2440 2435 2571 2200 18 34
Pad-up Capaal f Totad Asset % DE%: 0D91% 0.94% 1% 1.49% 204%
Equitys total Asset = 525 3.9% 4% 4% 4% 5%

Comments:

Profitabllity Ratios

MNet profit after tax have decreased from 1.909 hiion 10 1 581 bilkon the decrease m profstshily ratios s due 10 one off ransacton i 2017
the Compary has managed to underwsite Rs. 30.79 badions of business {new and subsequent) in 2018

Ligusdity Ravo

EFLI Life's quedity position had always Deen very Sirong. Intrease in iquidty ratios is manly due to elfectve werking capitad management
investment / Market flatio

EPS has gone down &y roughly 13% 1o RS 1581 per share as 3 7esull 00l econarsc conditon and | performance of Pakistan Stock
Exchange throughaut the year relatie increase in PE rato s due to decraase in sharé price as well as EPS dwvidend yeld ratio has sightly
Increased doe to decreass in the market vaue of share despite tough year The Company has announced 112.5% final dwdend and 375%
intenim daadend (adsch sum up to 1503 total dvidend for 2018}, reflecting robust and strong footpeint in industry

Capital Structure Ratio

EFL Life’s pand up capital 5 T Sillion winh s the largest in the life insurance mdustry In Pakistan. Total assets of the company has increased
from 116,76 filkan to 10954 Billion making an inciease of aimast 7%

In addition o this, compary has matntaned Rs. 2 26 vlkon n badger account D, along with 3 28 bdlion i acourmuiated sunglus and reserves.
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5. JUSTIFICATION AND BENEFITS TO JS BANK

51 EFUL is one of the nine players of the life insurance industry in Pakistan. It has a history of
27 years of successful business operations. The life insurance industry gross premium has crossed the
PKR. 200 Billion mark, registering a 5 year annualized growth of over 20%. EFUL’s paid up capital is
1 Billion which is the largest in the life insurance industry in Pakistan. Total assets of the company has
increased from 116.76 Billion to 109.54 Billion making an increase of almost 7%. The average share price
of EFUL from November 15, 2019 to February 15, 2020 is PKR 199.94 per share and break-up value of
securities is 60.28 per share as on December 31, 2018. In addition to this, company has maintained PKR.
2.26 billion in ledger account D, along with 3.28 billion in accumulated surplus and reserves. EFUL is
expected to perform exceptionally well going forward. In 2017, JS Bank intends to purchase up to 675
million that was partly utilized by purchasing 1,189,600 shares of the total amount of PKR
250,734,849, the Bank now intends to renew its long term equity investment limit in EFUL of upto
PKR 675 million (inclusive of investment of PKR 250,734,849 already made by the Bank) to authorize
the Bank under Section 199 of the Companies Act, 2017 by way of purchase of Ordinary Shares of
EFUL from time to time from the secondary market at the prevailing market price subject to
compliance with all legal requirements. The Bank has sufficient funds which are often invested in
instruments like T-Bills, PIBs, term deposits, etc. The investment in EFUL expected to generate above
average return in the form of dividends and capital gains.
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6. CONCLUSION

6.1 Based on the EFUL’s historical performance and future prospects outlined in this report, the
Bank now intends to renew the earlier long-term equity investment limit of PKR 675 million in EFUL
subject to the consent and approval of the Board and shareholders under Section 199 of the Companies Act,
2017. EFUL is associated undertaking of the Bank by virtue of 20.14% shareholding of Jahangir Siddiqui
& Co. Limited (holding company of JS Bank). The proposed investment will be a long term investment to
earn dividend and capital gains.
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