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Directors' Report

Bismillahir Rahmanir Rahim.
Respected Shareholders,
AssalamuAlikumWa-rahmatullah.

On behalf of the Board of Directors
it is indeed a great pleasure for me
to welcome you all for participating
in the 218t Annual General Meeting
(virtual) of the Company. We are
pleased to present herewith the
Directors' Report and the Auditors’
Report along with the Audited

Financial ~ Statements of the
Company for the vyear ended
December 31, 2020 for your

consideration.

This report has been prepared in
compliance with section 184 of the
Companies  Act 1994  and
Bangladesh Securities and
Exchange Commission Notification
No. BSEC/ CMRRCD/ 2006-158/
207/Admin/80 dated 3 June 2018.
The report of the Shariah Council
for the year ended has also been
placed. The Annual Report also
reflects the overall performance of
the company for the year ended
December 31, 2020.

Insurance Industry outlook and
possible future developments

The development objective of the
Insurance Sector Development
Project for Bangladesh is to
strengthen the institutional
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capacity of the regulator and state
owned insurance corporations and
increase the coverage of insurance
in Bangladesh. The project
comprises of three components.
The first component aims at
strengthening the capacity of
Insurance  Development  and
Regulatory Authority (IDRA) to
regulate  and supervise the
insurance as well as the
reinsurance markets with the
support of Bangladesh Insurance
Academy (BIA). It consists of two
sub-components: (i) strengthening
the capacity of the regulator IDRA;
and (ii) strengthening the capacity
of BIA. The second component in
modernization, strengthening, and
increasing the efficiency of the
state-owned insurance corporation
with the objective to assist the two
state-owned insurance
corporations, Jiban Bima
Corporation (JBC) and Shadharan
Bima Corporation (SBC), improving
their systems and business
practices. The third component is
project implementation,
management and monitoring wich
will help develop a strong monitoring
and evaluation system to be used by
the project implementation unit at
IDRA and other stakeholders to
assess progress on implementation.

World Bank sanctioned a loan of

USD 65 Million, out of the project
cost of USD 80 Million for the
development of Insurance Industry
in Bangladesh. The project closing
date set on as 31 August 2022.
Bangladesh Government already
prepared a draft paper for the
project  entitled “Bangladesh
Insurance Development Project”.
The main objectives of the project
are to enhance the monitoring
capability of Insurance
Development & Regulatory
Authority (IDRA), Two public Life &
Non-Life Insurance Corporation by
skilled organizational development
to increase the number of policy
holders as well as to upgrade the
training standard of Bangladesh
Insurance Academy.

Bangladesh has emerged as one
of the fastest growing economy in
the world, and a stable political
environment is poised to attract
more domestic and foreign
investment which shall further fuel
the economic growth moving from
Agricultural dependent economy
to Industrial and Service Sector.
Bangladesh has fairly young
population with 34% aged 15 and
younger, and just 5% aged 65 and
older. As Bangladesh economy
expands, so will its need to fund
infrastructure projects. Wide health
and pension coverage would
prevent many people from falling
into the poverty trap. This s
particularly relevant for women
who have lower levels of income
and a higher average life
expectancy, and are consequently
at a higher risk of being destitute
when they are old. The role of
insurance in managing risks in an
economy cannot be overstated. On
a micro scale, it safeguards
households and companies from a
myriad of risks. On a larger scale, it
reduces the financial burden on a
government and creates a stable
environment in which businesses
can thrive and succeed.

In recent years except 4-6 most of
the Life Insurance companies are
in solvency crisis and management
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expenses limit is beyond allowable
management expenses limit. As a
result companies are failed to settle
maturity claims in due time,
Bonuses of policies are less year
after year and above all the public
interest  hampered  seriously.
Because most of the Life insurance
companies do not have sufficient
reserve to meet up the liability and
the Insurance Development and
Regulatory Authority (IDRA) is still
to develop the solvency guideline.
By the Insurance Act 2010 already
adopted instead of Insurance Act
1938 and many reforms are going
on to overcome the situation.
Growth is expected to regain
momentum this fiscal year (July
2020-June 2021) as the external

sector strengthens, while
supportive fiscal and monetary
stimulus measures bolster
domestic demand. That said,

uncertainty over the course of
pandemic, the country’'s poor
health infrastructure and a fragile
global economy cloud the outlook.
Focus Economics panelists project
GDP to expand 5.9% in FY 2021,
and forecast 7.1% in FY 2022.

Business Performance 2020

The Company continues to retain
its position among the private local
players and achieved the highest
market share amongst private
players in 2020 under the Islamic
Shariah platform. The Company
focused on improving its protection
business.  Total management
expenses reduced to 27% i.e.
2,629 million in 2020 as compared
to 3,462 million in 2019. However
total cost to total gross premium
(TGP) ratio reduced from 33% in
2019 to 27% in 2020. It's an
immense pleasure to note that

in continued unstable economic
condition prevailing in the country
and stiff competition among
different insurers the year 2020
was another challenging year of

the company. In addition, a
declining interest rate has
encouraged investors to pour

funds into the insurance market
instead of depositing them with the
banks.

There was no significant variance occurs among Quarterly Financial

performances

and Annual

Financial

Statements. The business

performance varies among the quarter due to the seasonality of business
performance.

Segment-wise operational result on the Financial Statements and

Revenue Surplus are set out below:

Particulars

Amount in Taka

2020 2019
First year premium (Individual Life) 1,556,523,681| 2,198,295,576
Renewal premium (Individual Life) 5,900,376,834 | 5,738,926,410
Total Individual Life : 7,456,900,515 | 7,932,221,986
First year premium (Sharbojonin Bima) 624,860,501 958,641,538
Renewal premium (Sharbojonin Bima) | 1,647,418,576 | 1,651,795,787
Total Sharbojonin Bima : 2,272,279,077 | 2,610,437,325
Group Insurance premium 9,654,002 17,751,848
Gross Premium : 9,738,833,594 | 10,560,411,159
% of Individual Life Premium to
Gross Premium : 76.57% 75.11%
% of Sharbojonin Bima Premium to
Gross Net Premium : 23.33% 24.72%
Total Policy Holder’s Claim : 16,559,734,912 | 7,167,432,395
Total Commission : 1,351,178,494 | 1,938,290,719
Total Management Expenses : 2,629,392,273 | 3,461,918,440
Commission % to Gross Premium 13.87% 18.35%
Total Management Expenses % to
Gross Premium 27.00% 32.78%
Life Fund as of 31st December 24,745,719,533 | 33,726,043,777

Segment information

® Instead of reporting separately
Segment Assets and Liabilities,
Capital Employed figures have
been disclosed for an overall
understanding of the Company’s
financial position

¢ Un-allocable expenditure, revenue,
assets and liabilities are related to

common service (not directly
identifiable to the individual
segments.)

e Un-allocable Corporate Assets Less
Corporate Liabilities  represents
paid-up capital and dividend
equalization reserve.

Country Network

The Company reaches its
customers through different offices
(i.e. Zonal Offices, Service cell and
Divisional  offices) mostly in

Thana/UpaZilla level all over the
country. On December 31, 2020,
the Company had 2,581
employees and more than 2 Lakh
development staffs to cater to the
needs of customers. We follow a
diversified distribution  strategy
across our regions to acquire new
customers, using a variety of
channels including captive agents,
corporate agents, banking
channels, direct sales and digital
mediums. We continue to focus on
strengthening  our  distribution
channel and increase our reach
within their customer base.

Product and Services

We  continuously  focus  on
developing, updating and
innovative products tailoring to
ever changing needs of our
customers. We offer customized
and competitive products to meet
the demand of all types of
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customers. We have introduced
diverse range of products and
services to provide to the needs of
all our valued clients from the
inception of the company. A
comprehensive range of Life
insurance products and services
are awaiting launching very soon
with the approval of regulatory
authority, such as Health Care
Group Insurance Scheme, Monthly
Premium Endowment Assurance
Plan and Endowment Assurance
Plan etc. Most of the products are
participating traditional while few
products under Group Life and
individual life are nonparticipating
traditional. To enhance the benefits
of the plans accidental and
disability riders are also offered.
The Company provides quality
service to the policyholders and
checks to minimize miss-selling
and avoid poor persistency. It is
expected that the upcoming
products will contribute towards
the growth of good business for the
company in near future.

Dividend to Shareholders and
Bonus to Policyholders

As per Insurance Act the valuation
can be done once in two
consecutive years. Our financial
statements were audited and
finalized in October due to change
of the Board as per directive of
BSEC. As, such the valuation could
not be conducted and
consequently the Board meeting
held on October 31, 2021 based
on the overall business
performance recommended
paying no dividend for the year
2020.Considering the latest
valuation report, the related
Bonuses to be provided to its
Policyholders’.

Preceding Five Years
Operating and Financial Data
A statement related to preceding
five years’ key operating, financial
summarized data and graphical
representation have shown in the
contents “Key Financial
Indicators”.

Key
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Directors’ Responsibilities for
Financial Statements

The Statement of the Directors’
Responsibilities for financial
statements is given on page 52 of
this report.

Corporate and Financial
Reporting Framework
In accordance with the

Bangladesh Securities and
Exchange Commission’s Code of
Corporate Governance,
BSEC/CMRRCD/2006-158/207/Ad
min/80 dated 3 June 2018, the
Directors are pleased to confirm
the following:

Risk and Concern

Our business may also be affected
by risks and uncertainties
presently not known to us or that
we currently believe to be
immaterial. Details of risk factors
and the determining ways of how to
best handle such event are given
on risk management report on
pages 31 & 32 of this report.

Extra-Ordinary Events

No events of extra ordinary gain or
loss  which would require
adjustment or disclosure in the
financial  statements  occurred
during the reporting period.

Related Party Transaction
Disclosure of all related party
transactions, including basis for
such transaction, has been
provided in the note 3.13 of the
notes to the financial statements on
page no 99.

Appointment of Independent
Directors
Bangladesh Securities and

Exchange Commission (BSEC)
vide its directive no BSEC/ CFD/
4:22/ 2005/ part-iii/ 13 dated
September 1, 2021 for the interest
of the investors policy holders and
capital market has nominated and
appointed following Independent
Directors on the Board of Fareast
Islami Life Insurance Company
Limited under Section 2CC and
20A of the Securites and
Exchange Ordinance, 1969, with a
specific Terms of Reference (ToR).

Dr. Md. Rahmatullah
Chairman/Independent Director
Mohammad Sanaullah FCS
Independent Director

Dr. Md. Rafiqul Islam
Independent Director

Mr. Md Mofazzal Hossain ndc
Independent Director

Colonel Gazi Md. Khalid Hossain,
psc (Retd)

Independent Director
Snehasish Barua FCA
Independent Director
Mozammel Haque
Independent Director

Suzadur Rahman

Independent Director

Md. Zikrul Hoque

Independent Director

According to ToR the Board in its
meeting held on September 5,
2021 reconstituted the new Board
comprising nine  Independent
Directors for a period of | (one)
term under condition 2(e) of the
Corporate Governance Code 2018
and removed the existing Board of
Directors.

The reconstituted Board of
Directors elected Dr.Md. Rahmat
Ullah as the Chairman of the
Board. The Board also formed the
following two Sub-Board
Committees comprising the
following Independent Directors:

Audit Committee
Mohammad Sanaullah FCS
Chairman

Dr. Md. Rafiqul Islam
Member

Snehasish Barua FCA
Member

Suzadur Rahman

Member
Nomination & Remuneration
Committee

Mr. Md Mofazzal hossain ndc
Chairman

Mohammad Sanaullah FCS
Member

Colonel Gazi Md. Khalid Hossain,
psc (Retd)

Member

Md. Zikrul Hoque

Member
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Remuneration to Directors

This information is incorporated in
the Notes 49 of the notes to the
financial statements on page 95
with reference to the “Directors
fees and remuneration” figures
concerning the Board of Directors
including Independent Directors.

Financial Statements

The financial statements together
with the notes thereon have been
drawn up in conformity with the
Companies  Act 1994  and
Securities and Exchange Rules
1987. These statements present
the company'’s state of affairs, the
results of its operations, cash flow
and changes in equity. In
compliance with the requirement of
the Bangladesh Securities and

Exchange Commission (BSEC)
Corporate  Governance Code
dated June 3, 2018, Chief
Executive Officer and Chief

Financial Officer have given the
declaration about the fairness of
the financial statements which is
shown on page 51 of the report

Books of Accounts
Proper books of accounts of the
Company were maintained.

Accounting Policies

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

Application of IAS and IFRS
International Accounting
Standards (IAS) and International
Financial Reporting Standards
(IFRS) as applicable in
Bangladesh have been followed in
preparation of the financial
statements and any departure
there-from has been adequately
disclosed.

Dividend
Based on the overall business
performance the Board  of

Directors of the Company unable
to recommend any dividend for the
year ended December 31, 2020.

Directors

A brief profile of all Directors of the
company are provided in this
report in pages from 9 to 13.

Appointment of Auditors

As per section 210 of the
Companies  Act 1994, the
Company'’s Statutory Auditors M/s
Mahfel Hug & Co. Chartered
Accountants retires at the 21st
Annual  General Meeting as
auditors of the Company.

As per BSEC order No. SEC/
CMRRCD/2009/104/Admin-dated
July 27, 2011, an audit firm cannot
be engaged for more than three
consecutive years as statutory
auditors of the same company.
Mahfel Hug & Co. has been
completed three consecutive years
as statutory auditors of the
company. Howlader Younus & Co.
Chartered  Accountants  have
expressed their willingness to be
appointed as statutory auditors of

Fareast Islami Life Insurance
Company Limited.
The Board Audit Committee

recommends appointment of M/s
Howlader Younus & Co., Chartered
Accountants as statutory auditors
of the Company for the year 2021.
The Directors endorsed
recommendation of the Audit
Committee for appointment of
Howlader Younus & Co., Chartered
Accountants as the auditors of the
company for the year 2021 at a fee
of Tk 500,000 (Five Lakh) subject
to approval of the Members in the
21st Annual General Meeting and
to continue till the next Annual
General Meeting.
Corporate Governance
Compliance Audit

The Company also complied with
the requirements of Corporate
Governance as required by the

Bangladesh Securities and
Exchange Commission.
Accordingly, Corporate

Governance Compliance Report is
shown in Annexure-| of this report.

Further in compliance with the
requirement of the Bangladesh
Securities and Exchange

Commission (BSEC) Corporate
Governance Code dated June 3,
2018 the Board Audit Committee
recommends appointment of S A
Rashid & Associates Chartered
Secretaries in  practice as
Corporate Governance Auditors of
the Company for the year 2021.
The Directors endorsed
recommendation of the Audit
Committee for appointment of S A
Rashid & Associates Chartered
Secretaries as the CG Auditors of
the company for the year 2021 at a
fee of Tk 50,000 (Fifty Thousand)
subject to approval of the Members
in the 21st Annual General Meeting
and to continue till the next Annual
General Meeting.

Investment

The year gone by posed multiple
challenges from an investment
management perspective to pay
policy holders’ maturity benefit.
The Investment guidelines for the
Company outlines the principles
and process for the investment and
management of the assets under
different  fund categories  of
Policyholders' and Shareholders'
funds. The said Policy inter alia
defines the investment objectives
and processes across funds, and
covers all the aspects related to
investments, as defined by the
IDRA Regulations S.R.O. No.-360
LAW/2019 dated November 19,
2019. The said regulations also
required the related certification of
the concerned department in
prescribed format.

Re-Insurance

The Board of Directors recognized
the importance of sound risk
management practices and
internal controls to safeguard the
Policyholders’ Fund and the
Company’s  Assets.  Besides,
Insurance development and
Regulatory Authority (IDRA)
circulated an S.R.O No.-349
Law/2015 Dated 16 March 2016
related to reinsurance. It is a
mandatory provision for a life
insurance company to diverse

Company's  risk  through a
reinsurance contract. Although,
Fareast Islami Life Insurance
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Company Ltd. (FILIC) was already
under coverage with
reinsurer-Trust  Re  (Reinsurer),
Manama, Bahrain.

Financial Reporting Standard

The company prepared the
financial statements in accordance
with  Bangladesh  Accounting
Standards  (BAS), Bangladesh
Financial Reporting Standards
(BFRS), the Companies Act, 1994
and other applicable rules and
regulations. The Board of Directors
of the company have ensured the
responsibility that the company
keeps accounting records with
reasonable accuracy. The financial
estimates and judgments relating
to the financial statements have
been made on prudent and
reasonable basis, in order to reflect
the financial operations of the
company in a true and fair view.

Going Concern

The Board of Directors have
reviewed the Company’s business
plan."Going concern" terms used
to describe a business that is
expected to operate for the
foreseeable future or at least the
next 12 months. It assumes that the
business can generate income,
meet its obligations and doesn't
plan or won't need to liquidate in
the coming year. Accordingly, the
Financial Statements are prepared
based on the basis of going
concern concept.

Auditors’ Report

Statutory Auditors Mahfel Hug &
Co. Chartered Accountants
submitted  “Qualified  Report”
based on the irregulatories, they
found on the Financial Statements

24 <4 Fareast Islami Life

for the year ended 31 December
2020. Steps have been taken by
the Board in this regard.

Contribution to the National
Exchequer

Fareast Islami Life Insurance
Company Limited made significant
contribution to the government in
boosting up its revenue collection.
According to prevailing law of the
land, the company being a
corporate citizen pays Tax on its
own income. Besides, the
company complies to deduct or
paid on account of service tax,
stamp duty, tax deducted at
source, VAT, dividend distribution
tax and other duties and deposited
the same to the National
Exchequer. During the year 2020
under review the company
contributed taka 313.49 million to
National Exchequer.

Subsidiary Companies

Fareast Islami Life Insurance
Company has two Subsidiary
Companies namely “Fareast Islami
Securities Ltd.” and “Fareast Islami
Properties Ltd.” In the year of 2012
Fareast Islami Securities Ltd. and
in the year of 2014 Fareast Islami
Properties Ltd. both of the
companies got the Certificate of
Incorporation from the Registrar of
Joint Stock Companies & Firms.

Legal Update

During the year 2020, no
significant and material orders
were passed by the regulators,
courts or tribunals, that impacted
the going concern status of the
Company, or which can potentially
impact the Company’s future
operations.

Pattern of Shareholdings

We confirm that the shareholding
pattern and any transfer of shares
of the entity during the year are
under  statutory  requirements.
There was no capital infusion by
the promoters during the year. The
total quantity of shares of the
company is 7,47,42,751. The
pattern of shareholdings has
shown under the contents of
“Shareholding Structure” on page
no.48 under the Annexure-ll in the
Compliance Report. The minority
shareholders have been protected
from abusive actions directly or
indirectly and have any effective
means of redress.

Conclusion

The company wishes to express its
sincere  appreciation to  all
employees of the Company for
their contribution and at the same
time, thank all the stakeholders for
their continued support and
confidence.

May Allah with all of us.
Ameen.

Ma-Assalam.

For and on behalf of the Board of
Directors,

Dr. Md. Rahmat Ullah
Chairman

31 October 2021, Dhaka
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