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AUDITORS KE‘%QPGQY TO THE DIRECTORS

We have audited the annexed financial statements comprising of!

(i3 halance sheet;

(ii} profit and loss account;

(i statement of cash tlows;

(iv) statement of premiuny

(v) statement of claims;

(viy statement of expenses; and
(vil) statement of Investment income

of New Hampshire insurance Company - Pakistan Brapch (ihe Branch} as at 31 December
2016 together with notes forming part thereof, for the year then ended.

It is the responsibility of the Branch’s management to establish and maintain a system of internal
control and prepare and present the financial statements in conformity with the approved
accounting standards as applicable in Pakistan and the requirements of the Insurance Grdinance,
2000 (XXX of 2000) and the Companies Ordinance, 1984 (XLVH of 1984). Our responsibility
is to express an opinion on these statements based on our audit,

We conducted our audit in accordance with the auditing standards as applicable in Pakistan, Those
standards require that we pian and perform the audit to obiain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
an a test basis, evidence supporting the amounts and disclosures in tha financial statements. An
audit also Includes assessing the accounting policies used and significant estimates made by
management, as well as, evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our oplrior.

In our opinjon:

(ay proper books of account have been kept by the Branch as required by the Insurance
Ordinance, 2000 and the Companles Ordinance, 1984;

(hy the financial statements together with the notes thergon have been drawn up in
conformity with the insurance Ordinance, 2000 and the Companies Ordinance, 1984,
and accurately reflect the books and records of the Branch and are further in accordance
with accounting policies consistently applied except for changes as stated in note 5.1 to
the financial statements with which we concur;
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(¢) the financial statements together with the notes thereon present fairly in all material
respects, the state of the Branch's affairs as at 31 December 2010 and of the profit and
its cash flows for the year then ended in accordance with approved accounting standards
as applicable in Pakistan and give the Information required to be disciosed hy the
insurance Crdinance, 2000 and the Companles Ordinance, 1984, end

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

w_%%} Lop U6, Aty
Chartered Accountants

Audit Engagement Partner: Arslan Khalid
Bate: 28 Aprit 2011

Karachi
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Aggregate
Marine,
Fire and Myiation & Motor Agvident & December 31, December 31,
Mote property  Teansport HMeaith  Miscellaneous 2010 2009
{Rupees i thousand)
Revenue account
Net premium revenue 8,085 o082 220423 P4.848 8,821 405,837 3BIATE
Mot claims expenses LA {31251 (140,587 (FF B8} {318} {200 108) {lee22an
Management expensss 20 {34 507} {587 {25.803) {31,168 {13,387} {111,315 {H17, 2008
Met comimission 61,299 {3,862} (25 BHEGY (21618} IR AT 3,981 3473
25661 (41 492y (18,748 {32 8033 {12 280 {302 438 {283,249}
nderwriting results 33,716 28600 2BETT 16,243 £3,738) 03,488 BE 823
vestment inoome ~ net 168,728 131,761
Other ncome _ a1 2,181 A
General and administrative
EXDENSSS ) 22 {171,893} {198.658)
Profit before tax H2,783 32,203
Taxation 23 {36,206} {15,061}
Frofit after tax 58,577 A48

MEW HAMPSHIRE INSURANCE COMPANY - PARISTAN BRANCH

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED DECEMBER 31, 2010

# The details of unremitted profit s disclosed in nole § 1o the financial stalernends

iy The annexed notes from 1 to 28 form an integral part of these financial stalements,

I
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Assistant G@mf&g Manager



MEW HAMPSHIRE INSURANGE COMPANY - PAKISTAN BRANCH

BTATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010

Operating Gash Flows

{a) Underwriting activities
Pramioms received
Reingurance premiums pald
Clams paid
Reinsurance and other recoverias recelved
Commissions paid ’
Commissions received

Net cash generated from underwriting activities

{hy Other operating aclivitles
income tax paid
General management expenses paid - ned

Net cash flow used in operating activities
Total cash generated from all operating activities

Investment activities
Profit { return receivad
Dividends receaived
(Paymentis) / Redemplion of term deposit receint
Proceeds from redemption of investments
investment made during the vear
Fived capital expenditure
Proceeds from disposal of fixed assels

Total cash used in investing activities

Met cash genersted from [ {used in} all activities
Cash at the beginning of the year

Cash at the end of the year

Reconcliiation to profil and loss sacoount
Operating cash fows
Deprecialion expense
Amorlisation
fnvastment incoms
Oither income
increase in assels other than cash
Increase in Habiliies

Profit afier taxation
Definition of cash
Cash comprise of stamps in hand, cash in hand and bank balances,

Cash for the purpese of statement of cash fiows consist oft
- cash and other eqguivalents

Carrent and other bank accounts

- current aocounts

- gaving accounts
Cash and cash equivalents for the purpose of cash flow steternent
The annexed notes fom 1 to 29 form an integral part of these financial 8t

e - 207

Manager for Pakistan | Principai (fficer Chief %ﬁtmmm%’ Officer

atmmats.
gﬁéfgfﬂffﬂftﬂ

4010

20469

{Rupses in thousand}

1,056,998 §93,837 |
(476,559} (309,216
(443,548) (350,328)
327,314 185,932
(472,384} (197,789)
197 531 150,107
389,255 342,528

(32,450} {13.564)
{250,054} (224,188)
{282,504} (237,752)

108,751 104,776

135,946 101,008

4,867 3,029
{305,000} 221 454
1,358,835 440,274
{1,240,109) (869,574)
(8,735) (15,850
5518 177
{48,681} {410,392}
58,070 {&.616)
24,850 30,466
2,920 24 850
108,751 104,776
(14,792} (16,436)
{5,579) (8,223)
158,726 131,761
2,151 177
78,011 98,058
(269,891} (292,.671)
56 577 17142
38 27

1,024

23,789

74,823

24850

Assistant General Manager
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HEW HAMPSHIRE IHNEURANCE COMPANY - PARISTAN BRANCH

STATEMENT OF INVESTMENT INGOME
FOR THE YEAR ENDED DECEMBER 31, 2010

Note 2010 ‘068
{Rupeas in thousand}

income from non-trading investmsnts

Held-to-maturity

Return on government securities : 120,318 78,801

Available-for-sale

Dividend incoms 4,867 3,049
Return on term deposits with banks 32,118 45 FRY
| | 1672 TEFTET

Reversal of provision for diminution In value of _
available-for-sale investments 1221 1,424 4,034
Met investmeant income 158,726 131 761

The annoxed notes Fom 1 1o 28 form an integral part of these fnancial statemants,

Fed
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Manager fﬁU Pakistan | Principal Officer Chiet F imméa% Otficar Assistant General Manager
t



8.1

MEW HAMPSHMIRE INSURANCE COMPANY - PAKISTAN BRANGCH

MOTES TO THE FINAMOIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

STATUS AND NATURE OF BUSINESS

New Hampshire Insurance Company - Pakistan {the Branch) is a Branch operation of New Hampshire insurance Company
(the Head Office), incorporated in the United States of America with limited lability, having its registered office at 2005
Markat Sireet, Philadelphia, Pennsvivania. The ultimate parent of the Head Office is American Infernationat Group, inc. The
registered office of the Pakistan Branch is located &t 7ih Floor, Dawood Centre, T Khan Road, Karachi, The Branch is
engaged in General Insurance business under the Insurance Ordinance, 2000 and operates through & sales offices
{(200%:8) in Pakistan.

BASIE OF PRESENTATION

These financial statements have been prepared on the formal issued by the Securities and Exchange Commission of
Pakistan (SECP) through SEC (Insurance) Rules, 2002 vide SRO 8938 dated 12 December 2002,

STATEMENT OF COMPLIANCGE

These financial statements have been prepared in accordance with approved sccounting standards as applicable in
Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards {IFRS) lssued by
the International Accounting Standards Board (ASB) as are nofified under the Companies Ordinance, 1584, the
requirements of the Companies Ordinance, 1984, the Insurance Ordinance, 2000, the SEC {Insurance) Rules, 2002 and
directives issued by the SECP. Where ever the reguirements of the Companies Ordinance, 1384, the Insurance Ordinance,
2000, the SEC (Insurance) Rules, 2002 or directives lssued by the SECF differ with the requirements of IFRS, the
requirements of the Companles Ordinance, 1984, the Insurance Ordinance, 2000, the SEC (Insurance) Rules, 2002 o sald
directives shalt pravall.

The SECP has aliowed the insurance companies to defer the application of International Accounting Standard (JAL) -39
“Cinancial Instruments: Recognition and Measurement’ In respact of valuation of investments classified as available-for-
sale. Accordingly, the requirements of International Accounting Standards - 38, to the exdent sllowed by SECP as aforesaid,
have not been considered in the preparation of these financial statements, The accounting policy in respect of availaiie-for-
sala investment is staled in note 5.8.3.

BASIS OF MEASUREMENT
These fnancial statements have been prepared under the historiosl cost convention,

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these financial slatements are consistent with those of the previous
financial veer except as follows:

The Branch has adopted the following new and amended (FRS and refated interpretations and improvements which
hecame effective during the yean

RS 2 - Share based Payments: Amendments relating to Group Cash-setfled Share based Payment Transactons
IFRS 2 - Buginess Combinations (Revised)

IAS 77 - Consolidated and Separate Financial Staterents (Amendment}

IAS 39 - Financial Instruments: Recognition and Measurement - Eligible hedged ftems (Amendment)

[ERIC 17 - Distributions of Nonwcash Assets to owners

e
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5.3

& HEW HAMPSHIRE INBURANGE QOMPANY. PAKISTAN BRANGH

in May 2008 and April 2009, the 1ASH ssued amendments o variows slandards primarily with a8 view (o removing
inconsistencies and olarfying wording. These improverments are listed below:

Issued in May 2008
FRS 8~ Non-Current Assets Held for Sale and Discontinued Operations

issued in April 20038

IFRS 2 ~ Share-based Payments

IFRS & - Non-Current Assets Held for Sale and Discontinued Operations
IFRS § — Operating Segments

IAS T - Presentation of Financial Statements

A% 7 - Statement of Cash Flows

IAS §7 - Leases

LAS 36 - impairmant of Assets

IAS 38 - Intangible Assels

IAS 38 — Financial Instruments; Recogrition and Measuremeant
IFRIC 8 - Reassessment of Embedded Dervatives

FRIC 16 ~ Medgas of 8 Net Investment In a Foreign Operation

The adaptation of the above standards, emendments { improvements and interpretations did net have any effect on
the financial statements.

Insurance Condracis

Insurance contracts are those contracts where the Branch (the ingsurer) has accepled significant insurance rigk from
another party {the policyholders) by agreeing to compensate the policyholders if a specified uncertain future event
{the insured event) adversely affects the policyholders,

Once @ contract has been classified as an insurance condract, if remaing an insurance condract for the remainder of
its Bife time, even If the insurance risk reduces significantly during this period, unless all rights and liabiities are
extinguished or expired.

The Branch nelther issuss investments contracts nor does 1 issue insurance coentracts with discretionary participation
features,

Raeinsurance Contracts Held

The Branch enters into reinsuranca contracts in the normal course of business in arder to limdt the polential for losses
arising from certain exposures, Qutward reinsurance premiums are accounted for in the same period as the refated
premiums for the direct or accepted reinsurance business being reinsured,

Reinsurance liabilties represent balances due 1o reinsurance companies. Amounts payable are egtimated in a
manner consistent with the related reinsurance contract Reinsurance assets represent balances due from
reinsurance companies, Amounts recoverable from reinsurers are estimated in a manner consistent with the
provision for outstanding claims or settled claims associated with the reinswrances policies and are in accordance
with the related reinsurance contract,

Reinsurance assels are not offset against refated Insurance Eabilities, income or expenses from reinswance coniract
are not offset against expenses or income from related insurance assets,

Reinsurance assate or Habiliies are derecognized when the contractual rights are extinguished or expire.

The Branch assesses s reinsursnce assets for impalrment on balance sheet date. If there is an objective evidence
that the reinsurance assel is impaired, the Branch reduces the carrying amount of the reinsurance asset t© it
recoverable amount and recognizes that impaiment loss in the profit and loss account.

£



5.4

k1 W HAMPSHIRE INSURANGCE COMPANT. FARISTAN BRARGH

Underwriting provisions

Undenwriting provisions in respect of the insurance contracts entered infe by the Branch are accounted for as under:

5.4

§.4.2

543

Provision for outstanding ¢laims including Incurred But Not Reported (1BNR)

Provision for outstanding claims are based on the estimated cost of all claims incurred but not setlied at the
batance shest date, whether reported or not, together with related claims expecled seltlement cosfs at
undiscounted values. nourred bul not reported GBNRY cleims are recognisad on the basls of management
best estimate which takes into account the claims that are actually reported subsequent to the balance sheel

Any differance betwesn the provision at the balance sheet date and setflement i the following vear i3
included in the financial statements of that year,

Provision for unearmed premium

It represents 8 proportion of premium wiitlen in s year that relates o policies that are unexplred at the
balance sheet date and is recognised as liability. During the year, the Branch has changed its method of
computation of unexpired portion of premium income and reinsurance expense which is now somputed on the
basis of the ratio of unexpired period of the policy and the total period both measured to the nearest date {365
days method) as allowed under the SEC insurance Rules, 2002, Previcusly, the unexpired portion of premium
income and expense was compuled as follows:!

- for marine, aviation and transport business and socident and bealth business, uneamed premium
reserve is computed by applying 1/6th and 1/2nd method respectively; and

. for other classes / lines of business, by applying 1/248h method as per the oplion given by the SEC
(insurance) Rules, 2002, The majority of the policies are issued for a period of one year,

This change in accounting estimale has been applied prospectively in accordance with the requirement of IAS
- 8, "Accounting Policies, Changes in Accounting Estimate and Errors”. Mad the Branch not changed ifs
msthod, the effects of the change on current year financial statements is as follows:

- the unearned pramium income would have been Rs. 446,381 milllon {Currently Rs. 381,808 milfion)

. the prepaid re-insurance premium would have been Rs. 317 660 milion (Curently Re, 257157
miliiomn

. the deferred commission expense would have been Rs. 72.714 million {Currently Re. 62,804 million)
. the unearmned commission income would have been Rs. 94.611 milion (Currently Rs. 76.846 million)
. the deferred acquisition cost would have been Rs. 47148 million (Currently Rs, 40.320 rrvitlion)

The said change has resulted in increase of Branch's profit for the year by Rs. § 208 mifiion.

Premium deficiency reserve

According (o the requirements of the SEC (Insurance) Rules, 2002, a premium deficiency reserve reeds o be
crested where the uneared premium for any class of business is not sufficlent {0 cover the net Bability
expected to be incurred afler the balance sheet date in respect of policies in that class of business, Any
mavement in the reserve is to be charged to the profit and loss account,

The management considers that the provision for the unestned premium for all classes of the business as al
the year end is adeguate to meet the expected fulure hakility, after reinsurance, for clalms and gther
expenses expected to be incurred after the natance sheet date i respact of policles In force at the balance
sheet date. Hence, no premium deficiency reserve has been created in these financial stalements.

Fuqthn,



i1 HEW HAMPEHIRE INSURANCE COMPAKY- PAKISTAN BRANCH

5.5  Commission noome unearned

It represents & proporion of commission that relates to outward rensurance policles thal are unexplred at the
balance sheet date and is recognised as & Habilty, Commission income samed is teken to profif and loss account in
the period in which the related relnsurance pramium s chargad.

5.6  Saff retivement benefils
581 Stalf Gratulty Fund

~The Branch cperates an approved funded gratuity scheme for all permanent empioyees who have completed
minirrum prescribed period of service under the scheme. Contributions are made o the scheme on the basis
of independent actuarial recommendations using Projected Unit Credit method.

Actuarial gain and losses are recognized as income of expense when the curmlative unrecognized actuarial
gaing or josses at the end of previous reporting perod excesded 10% of the higher of defined benefit
obligation or the falr value of plan assets al that date. These gaing or losses are recognized over the
expecied gverage remalning working lives of the emplovees participating in the plan,

5EZ  Staff Provident Fund

The Branch also operstes an approved provident fund for et ts permanent employees, Monthly contributions
are made by the Branch and the employees to the fund at the rate of 10% of baslo salary.

&F  Texation
871 Current

Provision for current taxation is based on the taxable income for the vear determined In accordance with the
income Tax Ordinance, 2001, The charge for current fax is calculated using prevalling tax rates or tax rates
expected 10 apply o the profit for the vear, If enacted. The charge for current tax also includes adjustments
where considered necessary, fo provision for tax made In previcus years arising from assessments framed
during the year, for such years.

8.7.2 Deforred

Delerred tax is provided using the liabifity method on ail taxable termporary differences arising between the tax
hases of assets and habilties and their carmying amoeunds in the financial siatements. Deferred tax labiiliies
are recognised for ali taxable temporary differences and deferred tax assels are recognised to the extent that
it is probable that taxable profits will be avallable against which the deductible temporary differences, unused
tax losses and tax credits can ba ulilised.

Deferred tax is determined using tax rates that have been enacted or substantially enacted by the balance
sheet date and are sxpecied to apply when the refated deferved tax assel i3 realised or the deferred tax
liability is settled. Deferred tax is charged or credited in the profit and loss account,

5B Provisions

Provisions are recognised when the Branch has a legal or construciive obdigation as 2 resull of past events, and itis
probable that outflow of resources embodying economic benafits will be required (o setile the obligation and a reliable
estimate can be made of the amount of obligation. However, provisions are revigwed at each balance sheet dale and
adiusted to reflect current best estimate.

59  investments

Al investments are initially recognised at cost, being the fair value of the consideration glven and include fransaction
costs, All purchase and sale of investments that require delivery within the required time frame established by
regulations or market convention are accounted for al the trade date, Trade date i3 the date when the Branch
commits to purchase or sell the investments. These are recognised and classified as foliows:

e
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581  Investment at faly value through profit or loss

- irvestmernts which are acquired principally for the purposas of generating profit from short tarm fluctuation
i price or are part of the portfolic i which there is recent actual paltern of shorl term profit taking are
clagsified as held-for-trading. :

- Investments which are designated at fair value through profit or loss upon initial recognition,

Subsequent to initial recognition, these investments are rermeasured sl feir value, Gains of W0sses an
remessuremaent of these Investmenis are recognised in profit and loss account,

£.9.2 Held-to-maturity

nvestments with fixed matunty, where management has both the intent and the ability o hoid fo maturity, are
classified as hald-to-rmaturity,

Subsequent fo initial recogrition al cost, these are remeasured at amortised cost less provision for
impairment, i any, Any premium pald or discourd avalled on acquisition of held to maturily iwvestment Is
deferred and amortisad over the term of investment using the effective vield,

593 Avallable-for-sale
invesiments which do not falt in the above calegories are classified as avallable-for-sale.

Subsequent to initial recogmition at cost, quoted investments are stated at the lower of cost or marke! value
{market value being taken as lower ¥ the reduction is other than temporary} in accordance with the
requirements of the SEC (Insurance) Rules, 2002. The Branch uses Stock Exchange quolations at the
halance sheet date to defermine the market value,

Pramiums due but unpaid and amounts due from other insurers

These are slated net of provision for impaisment, If any. Provision for doubtiul debls is delermined based an
management's estimate about the recoverability of the amounts due.

Deferred commission & deferred acquisition costs

Commission and other acquisition costs incurred In oblalning and recording policies of insurance and re-insurance
are deferred and recognized as an asset on acquisition of the related policles. Accordingly, these costs are charged
to the profit and loss account as an expense based on paliern of recognition of related premium revanue,

Pre-paid reinsurance premium

Prepaid reinsurance premium are those proportions of the reinsurance premiums that relales to policles that are
unexpired at the balance sheel date. The relnsurancs pramium expense is recognised In accordance with the patlemn
of recognition of premium income to the which they relate.

Fined assets

5431 Tangible

These are stated at cost less accumulated depreciation and impairment loss, if any. Depreciation is charged
o income over the yseful life of the asset on g systematic basis applying the straight line method af the rates
specified in note 18.1 to the financial statements. Depreciation is charged on addilions from the month of
acguisition till the meonth of disposal.

Ar fter of fixed asset is derecognised upon disposal or when no fulure economic benefits are expected from
its use or disposal. Gain and loss on disposal of fixed assels is included in income currerthy,

The sssets residual values, useful lives and methods are reviewed and adjusted, ¥ appropriste at each
financial year and,

TRVT A
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Maintenance and normad repairs are charged o income as and when incurred, Major renewals and
improvements are capitalized and assets so replaced, ¥ any, are retired. Gain or loss on disposal of fixed
asset is included i income.

£43.2 Intangible

These are staled at cost less accumulated smortisation and impairment, if any. Amortisation is chargad to
income over the useful tife of the asset on & systematic basis apphving the straight tine method at the rates
spacified v note 189.2 to the fingncial statements. Amortisalion iz calculated from the month the assels are
available for use. While on disposal, amortization is charged up o the month In which the assels are
disposed off,

£.43.2 Capital work-ln-progress

Capital work-in-progress is stated st cost less any impairment in value.

8134 Impatrment

The carrying amount of the assels is reviewed at each balence sheet date to determing whelher there s any
indication of impairment of an asset or 8 group of assets. i such indication exists, the recoverable amount of
such assels is estimated and the impalrment losses are recognised in the profit and loss acoount currently,

Revenue recognition

5.14.9 Premium received / recelvable under & policy Is recognised as wiitten from the date of attachment of the
policy to which it refates. Premium income is recognised evenly over the periad of policy from inception to
expiry (Note 5.4.21.

§.14.2 Adrinistrative surcharge is included in prernium at the time the policies are writlen,
§.14.3 Dividend income is recognised when right io receive such dividend Is established.

544.4 Profit / return on investments and deposits Is recognised on a Hme proportion basis that takes info account
the effective yield on the investments and deposits respactivaly,

Allocation of management expenses

Expenses have been allocated o profit and loss account among classes of businesses based on management's best
estimate which primarily takes Info account gross premivm wiitten and number of employees.

Foraign currency translation

These financial statements are presented in Rupees, which is Branch's funcional and presentation currency. Fareign
currency transactions are transtated into the functional currency using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gaing and losses resulting from the seltlernent of such transactions and from the
translation &t yearend exchange rates of monetary assels and Habities denominated In forelgn cuvencies are
recogrised in the profit and loss account.

Cffsetting

A financial asset and a financial iability is offset and the net amount is reporied in the balance sheet when the Branch
has a legally enforceable right to set-off the recognised amourts and it intends either to selfle o a net hasis aor to
realised the assst and settle the llabilly simultapeausly.

Cash and cash eguivalenis

For the purpose of cash flow statement, cash and cash equivalents consists of cash in hand, stamps in hand and
bark halances.

gAY A~
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519 Financis! instruments

Firgncial assets and financial labiliies are recognized al the time when the Branch becomes a party to the
contraciual provisions of the instrument. Financial assets are de-recognised when the contractusi nght to future cash
flows from the assel expire or is transferred along with the rsk and reward of ownership of the asset. Financial
fiabilities are de-recogrised when obligation speciiied in the contact is discharged, cancelled or explred. Any gain or
ings on de-recognition of the financial assel and labilities Is recognised in the profit and loss account of the current
period,

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The preparation of financial statements in conformity with approved accounting standards requires the use of ceriain critical
accounting estimates. It also requires management fo exercise its judgment in the process of applying the Branch's
accounting polices. The estimates / judgments and associated assumptions used in the preparation of the financial
statements are based on historical experience and other factors, including expectations of future events that are believed to
be reasonable under the croumstances.

The estimates / judgments and associated assumplions are reviewad on an ongoing basis. Revision lo the accounting
estimates are recognized in the period in which the estimate is revised, if the revision affects only that period, or in the
period of revision and future periods if the revision affects both current and future perfods. The estimates, judgments and
assumptions that have significart effect on the financial stalements are as fallows:

Hote
Provision for outstending cleims (ncluding IBNR) .41
Premium deficlency reserve .43
Staff gratuity fund 561 5&821
Deferrad taxation 572 &13
Classification of investments 58& 12
Provision for doubtful debis 510,14 & 15
Deferrad commission and deferred acquisition costs B
Usafud ves of assets and methods of depreciation 513 &1
Adlooation of manageman expenses 515 & 20

STANDARDS, INTERPRETATIONS AND AMENDMENTS TO
APPROVED ACCOUNTING STANDARDS THAT ARE NOT YET EFFECTIVE

The following revised standards, interpretations and amendments with respect fo approved accounting standards as
applicable in Pakistan would be effective from ihe dates mentioned below sgainst the respective standards, interpretations

and amendments:

Standard or interpretation or amandment Effective date {accounting
pericd beginning on or after)

IAS 24 - Related Party Disclosures (Revisad) 01 January 2011

IAS 32 . Financial instruments: Presentation-Classification of Right
issues (Amendment) {1 Febraary 2010

(AS 17 - income Taxes: Deferrad Tax Amendment - Recognition of
Linderying Assets Ot January 2002

IFRIC 14 - 1AS 15 - The Limit on Defined Benefit Assets, Minimum Funding
Requirement and their Interaction {Amendmants) 01 January 2011

FRIC 19 - Extinguishing Financial Liabiiittes with
Eauity Instruments 01 July 2010

The Branch expecls that the adoption of the above interpretations, amendments and revisions of the standards will not
affect the Branch's firancial statements in the perod of Inilial application.

A



HEAD QFFICE AGCOUNT
Current Acoount

Balance at the beginning of the vear
Pramiums ceded

Conmnission oome

Claims recovarable

Balanes at the end of year
Erramitfed ;}r{)fﬁ

Balance al the beginning of the vesr
Profit after lax for the vear
Halances al the end of year

CREMTORSE AND ACCRUALS

Armounts dus fo other nsurers / relnsurers
Accrust! expenses
b credifors and scoruals

9.1 Accrued sxpenses

Salaries, wages and benefils
Sofiware maintenance charges
Lagal and professionsl charges
Agency Developiment & Recognition
Other aoorued expenses

8.2 Other creditors and acoruals

Service fee {0 a related party
Phie to retated paties
Cormmission

Federal Excise Duly

Federal Insurance Fee
Withhalding fax

Workers' Welfare Fund
Payable o gratully fund
Others

BEW MAMPSHIRE INSURANCE COMPANY. PARISTAN BRANOH

Hote 20140 2008
(Rupees in thousand}

369,808 218,714

493,489 371,724
{14%,276) (107 8103
{157,647} {113,020

194,568 157,004

TR T 368,808

271,481 854 339

B8 577 17,142

928,058 871,481

1,482 432 1,241 280

57,358 48 464

.1 60,663 4% 564
9.2 170,044 122,677
258,085 216 705

28087 18,751

11,686 11,731

2,310 2,310

3,788 1,600

17,803 11,292

60,583 45 564

g2 141,284 83,513
. 6,972

36,538 24,383

BERY 4137

782 349

752 150

1,883 558

@24 4,387 .

8,947 & 545

170,044 Va2 ETT

821 The istest sctuarial vahmtion of staff grafully fund was carded oul on December 3, 2040 The ptincipal actuarial

assumptions used for the purpose of valuation are;

010
Fate of salary Increase 4%
Rate of returmn 13%
Disoount rata T4 5%

Pl I 1

zoos

14 5%
%
5%

2008

{Rupees In thousand)

Reconclilation of payable (o defined benelit plan

Present value of defined benelit obligation 22,339 17215
Fair value of plan assels {16,408} {13,668)
Defich 5,930 3,849
Unrecognized acluarial loss 11,543} {4,427}
Liabilty as af December 31, 4,387 (BT
Movement in defined benefit Hability

Halance as af January 1, {878 4 013
Charge for the year 7,184 4,504
Contributions w

Pavinent i oulgoing members by the branah (1,929

{4 B

T e
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2014 2609
{Rupees in thousand)
Charge for the year

Current service cost 2,974 2,846
interest cost 3,080 2,133
Fast Bervice Cost 2,768 -
Expected retum on plan assels §1,923) (254}
Actuarial losses recognised during the vear 284 224
Charge for the year ended December 31, 7494 4909
Movement in the Present Value of Defined Benefit Obligation:

Present Value of Defined Benefit Obligation as at January 1, 1?,2%%& 13,078
Current service cost 2,874 2,846
interast oost 3,080 2133
Past Service Cost 2,768 -
Actuarial gain on obligation ' {1,776} -
Actual benelils paid during the year {1,929} {8472
Prasent value of definad benefit obligation as at December 31, 22319 17 214

m«;;mm@n‘s in Fair Vaiue of Plan Assels:

Eair value of plan assels as af January 1, 13,666 4 403
Expected retum on plan assels 1,883 285
Contributions made by the Branch - g.800
Benafits pald during the vear - {B43)
Actuarial loss on plan assels B20 11
Fair value of plan assets as at December 31, 16,409 13,868
Historicat Information
PR A R R zeo8 2007 20086
{Rupees In thousand)

Fresent value of defined benefit obligations 22,558 17,295 13078 14,686 14,1240
Falr vatue of plan assels 16,4048 131,668 4403 & A2 5,078
Dreficit {5 530 (3,549 BEIG  (RDD4) (6041

The Branch has entered into a Services Agreement with CHARTIS MEMSA Insurance Company Limited {service
provider and a related party) whereby the service provider will provide ongoing expertise, services and adminisirative
support to the Branch. The agreement requires the fae tn be charged on an arm's length basis.

Accordingly, & Hability of USD 1,283,960 (2008 USE 958,033) has been accrued as at the year gnd in these financial
statements as per the terms of the agreement.

Reconciliation of service fee Mote 20148 PR RR 019 2809
{UED In thousand) {Rupees in thousand)
Opening balance as at January 1, 948 - 83,513 -
Estimated charge accrued for the year 545 958 59,770 83,513
Adiustment for estimated charge ascryed for
previpus year based on actual invoiced amount {59} - {5,074} -
Rebale (200} - {25,800} -
20822 338 958 28,898 83513
Exchange loss - - {1,128 -
Paymants made during the year - - . -
Closing balances as at Diecember 31, 4,204 a5y 444,284 83513
CONTINGENCY

The Branch is defendant in a law suit filed by Syed Bhals (Private) Limited in the Honorable High Cowt of Sindhin raspact of
a Marine insurance policy, with the maximunm fiability of Rs. 5.5 milton, lssued to the plaintifl. The tegal advisar of the Branch
is of the view that the Joss claimead by the plaintiff is not covered under the subject policy as consignment was auctionaed by
the custnms department due to non dlearance of the sonsignment in time and hence, based on the merits of the case, the
Branch is in better position to defend their interest in the above suit. Accordingly, no provision in respect of the above matier

c et marmeeary 1y thess Snancial statemants,
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Mote 20140 2008
{Rupees In thousand]
CASH AND BANK DEPOSITS

Cash and other equivalent

Cash in hand 25 20

Stamps in hand 13 7
in &

Current and other bank acoounts

Current acoounts 41,370 1024

Savings accounts 191 41,542 23,759

#1882 24,823

Deposits maturing within 12 months
Term deposil receipls : 1.2 80,000 285000

682820 319860

1.1 These carry markup ranging from 5% 1o 7.8% (2008 1 5 % o 7.8%:) per annum.
41.2 These carry markup ranging from 8.00 % 1o 13.10% {2008 0 10.50% to 12.50%) per annum.

INVESTMENTS

Held-to-malurity g 12.1 738209 850813
Ayaliable-for-sale 12.2 13,703 12,278
FEEB12 883002
12.1 Held-fo-maturity Faoe Markup  Maturily
yakue rate o

{Re. In 200}
Government Securities
Deposited with the State Bank of Pakistan (12.1.4)

10 years Pakistan Investment Bonds 11,000 8% 2013 11,514 11,6880
41,514 11,680

Others
3 vears Pakistan investment Honds 350,000 11.28% 201 348,528 1 338,602
3 years Pakistan investment Bonds 00000 11.25% 012 186,460 -
10 years Pakistan Investment Bonds 4 GO0 8% 2013 55,330 57,083
598,318 388775
1 yvear Market Treasury Bills 1000 12.02% 1o £011 128,377 443,388
1E64%
T38.208 850,813
1248 These securities are deposited with the State Senk of Pakisien in compiiance with the requirements of
section 28 of the Insurance Ordinance, 2000,
12,2 Avallable-foraale
Ordinary shares (face value of Re. 10 each) - quoted
2010 ALY R
mmmmmmm Mo, of shareg-ees- _ Hame of Entity
225 000 225,000 Hub Power Company Lindted 12,570 12 870
340,182 300257 FCE Bank Limited 4,330 4,330
5164 5,184 Pakistan State Off Company Limited 88E 956
17,858 17,856 -
Less: Frovision for dimdnution in value of availablefor-sale investment 1221 i4,183) 5577
13,703 12,279
1221 Reconciliation of provision for dirninution in value of available-for-sale hwestments,
Opening balance 8877 8611
Reaversal for the year {1,424) {&,(‘334}_
Closing balance 4453 5877

2.2 The aggregate markel value of held-to-maturity investments a3 at December 31, 2010 amounted o R, 722 million
{2009 Rs.842 million),

124 The aggregate market vake of available-for-sale investments as &t December 31, 2010 amounted 1o Rs. 87.6 million

(2008 Rs. 764 million),
FEIm L e
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1.8 In compliance with the accounting regulations as per the Securities and Bxchange Corwnission (Insurance) Ruies,
20072, the Branch has accounted for the available-forsale investments at lowsr of cost or market value. Had the
Branch valued its available-for-sale investments st fair valte, in accordance with International Accounting Standards -
38 “Financial Instruments: Recognition and Measurement”, the investments a8 al Decermber 31, 2010 would have
bean higher by Rg. 73,90 milfon (2009 Rs. 64,12 million} and surmpius on revaluation of available-for-sale Investments
under Head Office account) would have been Re. 73.80 million (2008 Rs. 84,12 million).

Mote 20140 2aq9
(Rupees in thousand)
DEFERRED TAX ABSET

Temporary differonces arlsing in respect oft

Provisions against diminution in the value of assels .02t 13,378
Provision for gratuity ) 1,536 {307}
Tax ioss - &.004
8 857 19,167
PREMIUM DUE BUT UNPAID
Considerad good - 264,218 131,124
Considerad doubiiul 8,419 2B T4
: 212,837 156,388
Less: Provision for doubtiul debls 141 (8419} (25,274) .
: ' 204,215 131,124
4.1 Provision for doubtful debts )
Opening balance 25274 82,611
{Reversal) { Charge for the vear {RE0} &.924
Wiitten off during the vear {18,005} {44 261)
5418 25274
AMOCUNT DUE FROM OTHER INSURERS/ REINSURERS
Considerad good 86,5192 113,833
Considerad doubiiul 8,202 T.372
104,841 121,205
Less, Provision for doubtiul debls 151 {8,222} {7,372
98,813 113,833
5.1 Provision for doubtful debis
Opening balance Fa72 4281
Charge / {Reversal} for the vear BEO IR
§222 772
PREPAYMENTS
Prepaid re-insurance premium ABTIET 246,519
Cither prepayments 17,146 546 _
274,363 247 065

LOAN TO EMPLOYEES - Unsecured - considerad good

This represents interest free domestic loans 1o employees up 1o two months satary repayable within 11 months,

SUNDRY RECEIVABLES

Advances to suppliers 4,560 4,520
fFecaivable from gratuily fund 8.2.1 - ara
Raceivable from tax authorities 8.1 4,406 .
Others 2862 229

£1,768 HEa7

18,1 During the year, the assessing officer through order dated June 30, 2010 has amended the assessment order for the
tax year 2004 by disaflowing ceriain expenses restiting in additional tax demand of Rs. 4 40 million. The Branch has
paid the said additional tax under protest and have fiiled an sppeal before Commissioner Inland Revenue (Appeals)
against the above order of the assessing officer which is pending adjudication. The management of the Branch is
canfident that this amount will be refunded / adiusted by the tex authorities.

FIXED ABBETS

Tangible assels 181 51,400 56,344

intangible assels 16.2 14,518 16,8568

Capial work-in-progress - 5716
63,916 78916

frood P



181 Tangible Assets

Leasehold property

Laasahokd mmprovements

Furnituee, ftings and office eguipments
G @ @

Gompter gnd EDP aguipmenis

Wehicles

Becember 31, 2016

Leasehold proparty

Laasshold mprovemanty

Furnitura, Ttings and office euquipmenty

Computer and EDP eguipments

Yehinies

December 31, 2008

AN
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Drgpreciation has heen alionated as follows:

Greengral and sdmirdstration sxpensas

18.2 intangible Assels

Saftware
Degenber 31, 2018

December 31, 2008

oty
Cosl Accumulated Depreciation

An al Adiditions A at Az gt Gharge Tor the Ag at Wiritten Rate of
January {DHsposals) Elecambear dEniEry yearf Pecember  down value  Depreciation per
4, B0 3%, 210 4, 204 {Ersponale) a4, 24 EEES BETLEY

December
31, 201G
{(Rupees in thousand) Uy
g - hit) 85 N iy - i
20,858 1,829 HL2EE RN 1,894 5,194 TE 3 1
(1,350 £406)
AT 09 2838 2T B8 THEY 7528 9,&?5' 18,318 10
{1,839} [
25,672 3,543 9,094 LAY 38T 2,504 4,135 3333
[ERLY 3]
38,831 &, 105 34,574 LIS §.68% 18808 14,818 20
{88121 {7 354
119,448 f4,292 TR TRE §3.008 4,792 G398 52,400
{19,820 184538
R i
Lot Aupwmolated Depraciation
Am al Additions § Am at A%t Charge for the A at Writlen Rate of
Jdanuary  (Disposals}/ December  January L1 Descember  down value  Depraciation per
1, 2008 vt ffs® 1, 200 1, 2068 {Disposain) 31, 2008 a% Bt BT
writg-offs® Decamber
3, 3009
{FRupses it ned} %

s 56 51 - b1 - 20
HR18 2738 79,858 9,834 3,788 13303 15,854 10
25,691 G681 FELRS 8024 2,338 THERY 19412 10

(2877} ¢ {EBTTY
26,538 P L2 18,878 4,134 21,587 4,315 3333
{7,853 {1,645 ¢
R 4] 10453 A3 1E 542 G208 0,268 16,683 sl
(1,750 {1,483
118,529 5,801 1A BE 42 18,438 RS 56,344
{7 i 5 BORY
FhTa 1008
Mote {Rugpey In thousand)
244 ¥ &, 107
o Tore 10,328
54,742 18400
Tnth
ont Aucurmdated Amortization
As wh Sefeditions gt Mg at  Amoriisation As at Written Rate of
January Daaambary Junuary  foe the vear December  doven value  Amortisation per
1, 2640 34, 40 4, 20t a1, 2840 L1 BAPIATE
Dacember
3, R0
(Rupaes i thoussnd) %o
37 78t ey FE O30 T RES 5,578 145,514 11,518 20
EE i) 28,050 10835 BETG 18,514 115818
pER 2,748 2 ERY B RS 10,838 16,858 20

e B
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Note 2044 20049
{Rupeaes in thousand}
19,21 Amortisation has been gliocated as follows:
Management expenses 20 1,847 1842
General and adminisiration expenses g 1838 & 281
5,579 8223
MANAGEMENT EXPENSES
Salaries, wages and benefits 204 49,244 44 659
Fents, taxes, eleclncily elc. 92,830 g RER
Cornmunication 2,853 2ATE
Adveriiserment and sales promotion 3806 8488
Printing and stationery 2,404 1,480
Seprvice fed for support services g.22 8,032 a3.201
Traveling and entertainment 1,389 1,346
Car running and maintenance 5474 3,676
Software maintenance charges 15,049 7,583
Depreciation t8.1.1 7,001 &,107
Arnortisation 18,21 1,841 1,842
Subscription and membership fees 3301 2,430
Other pxpenses i 2,577 14335
118,188 124,983
Other deferred acquisition cost
- Crpening 36,446 28,863
- Closing {40,326} {36 446)
{3,580 {7,783
11318 117 200
201 Inchude staff retirements benefits amounting to Bs. 4,83 million (2008 | Rs. 2 88 milion} .
OTHER INCOME
Gain on sale of fixed assets 2481 17T
GENERAL AMD ADMINISTRATION EXPENSES
Salaries, wages and benefits 221 T 713 68,647
Fent, taxes, siectricily s, 16,442 18,877
Compaunication 3,007 381
Adverdisement and sales promation 187 -
Printing and stationery 2,517 2,378
Traveling and entertainment §78 2,063
Drepractation 18,11 T8 10,328
Amortisation 1921 3618 6,281
Software mainienance charges 28,150 22248
Repairs and maintenance 4,200 4,146
Legal and professionat charges 818 398
Auditors' remuneration 222 4040 378
insurance 2,840 2,598
Car running and maintenance 3,243 2,487
Service fee for support services B2 20,884 50312
Workers Welfare Fund 1,893 858
Exchange loss 126 873
Qfther expenses 4,007 a.750
171,594 198 658

2.4
g ot s

Include staff retrements benefits amounting fo Re. §.54 miliion (2008 © Rs. 558 mililan).
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22.2 Auditors’ remuneration

TAXATION

Deferred

&4 HEW HAMPOIHIRE INSURANGCE COMPANY- PAKISTAM BRANCH

240140

PRI

{Rupsees in thousand)

Audit fes 288 270
Other certification services 55 B&

Gut of pockel expanses 50 50

400 375

Current - for the year 25618 303
- for prior vears {23} 3,648

10,610 11,142

36,208 15 061

221 Relationship bebween tax expense and aw@mﬁng prodit

The tax on the Branch's profit (before tand) differs from the theoreticat amount thal would arise using the Branch's

applicable lax rate as follows:

Profit bafore tax 93 783 rielic
Tax catouiation af the rate of 35 % (2009 35%) 32,474 11,271
Tax effect of expenses that are not deductible in
determining taxable profit {5,811} (10211}
Tax effact of dividend income 1,244} {787
Prior year adjustrments {23} 3,648
Tax effect on temporary difference 10,640 11,112
36,208 15 061
REMUNERATION OF MANAGER FOR PAKIGTAN
Salary and other benefils 8,800 7.2%%
Branch's provided sccommodation and utilities 8,825 5,448
11,428 12 487

I addition, Manager for Pakistan has been provided with free use of Branch’s car and household fixtures, in ascordance

with the practice of the Branch.
RISK MANAGEMENT
251 insurance and financial risk

2511 Insurance risk

‘The Branch mainly issues the following types of insurance contracis:

- Fire and property

- Marine, aviation and anspod
- Mooy

- Agcident and health

- Miscellaneous

These contracts are normally one year insurance contracts except marine and accident and health business
contracts which are generally for 8 peried of 3 monihs and 1 month respectively,

The principal risk the Branch faces under msurance contracts (s that the actual claims and benefit payments or
timing theraof, difer from expectalions, This iy influenced by frequency of claims, seventy of clalms, actual
penefits paid and subsequent development of long-term claime. Therefore the oblective of the Branch is to
ensure that sufficient reserves are avallable to cover these labilities,

Such risk exposire is mitigated by diversification across & largs portfolio of insurance contracts and careful
selsction and implementation of underwriting strateqy quidelines, as well ag the use of reinsurance
arrangements, Strict clalm review policles to assess all new and ongoing olaims and regular detalled review of
claims handling procedures are also put in place o reduce the sk exposure of the Branch, The Branch further
enforces a policy of actively managing and prompd pursuing of cladms, In order to reduce its exposure 10
unpradictabla future devalopment.

FA% ) o9
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The Branch's class wise risk exposure (based on maximum loss coverage in a single policy) is as follows:

iRy
Maximum
HAEET Relnsurance Highest net
insured cover Hability
{Rupees in thousand)
Firg and property &, 140,000 140,000 -
Maring, aviation and transport S1E.000 275000 843,000
Motor 12,000 3,500 B.500
Aocident and health 48000 44,000 4,008
Miscellaneous 284,000 281,004 3,000
10,402,000 9,743,500 658,500
2005
Maximum
BET Reinsurance Highest net
insured LOVEF Hahility
{Rupees in thousand}
Fire and property 4,800,000 4,800,060 -
Marine, aviation and fransport 854 000 268,000 626,000
Motor 18,000 - 16,000
Accident and health 48,000 44 000 4,000
Miscelianeous JEG D00 352 000 4 000
&, 14,000 5 484 000 G50 000

Uncertainty in the sstimation of futurs clabms payment

Claims on general insurance contracts are payable on 3 clabm occurrence basis. The Branch is Hable for all
insured events that ccour during the ferm of the insurance contract,

An estimated amount of the claim is recorded immediately on the infimation o the Branch. The estimation of
the amount is based on management Judgment or preliminary assassment by the independent surveyor
appointed for this pwpose. The inlial estimates include expeclted sellement cost of the dlaims, For the
estimation of provision of clalms inourred but not reporied (BNR), the management makes the best estimate
which take into gccount the claims that are actually reported subseguent 1o the balance shee! date.

There are several variable faclors which affect the amount and ming of recognized clalm Habiliies. The branch
takes all reasonable measures {o miligate the Tactors affecting the amount and fiming of claim settiements.
However, unceriainty prevails with estimated claim Babilies and it is kely that fingl setflement of these
fabiiiies may be different from initial recognized smount,

Key assumptlions

The principal assumption underlying the Hability estimation of claims and premium deficiency reservas s that
the Franch's future clalm development will follow similar historical pattern for occurrence and reporting. The
managemant uses qualifative judgment 1o assess the gxdent o which past occurrance and reporling pattern will
rot apply in future, The judgment includes external factors eg. reatment of one-off oocurrence claims,
changes in market factors, ecenomic conditions, etc,

The assumed net of reinsurance loss ratios for each class of business s as follows:

Assumed Assumedt
Nat bLoss Met Loss
Ratio Hatio
Class 2010 2009
Fire and property 14% 0%
Marine, aviation and transport 45% TE%
Maotor B4% 49%
Aocident and health 8% 16%
Miscellaneous 4% 29%

g_&w,é A,
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Bensithvity analysis

The insurance claim liabilities are sensitive to the incidence of insured events and severlty § size of clalms. The impact
of 10% vanation in claims value with other factors remaining constant is summarized below. However, in practioe the
actual resulls may differ from sensitvity analysis:

Profit before tax Head Office Acoount
2040 2008 2018 2008
e wemeensred FLEEEREE §1Y EHOUSRNU
10% increase in foss (26,111) {168,922} {13,072} {10,509
10% decrease in loss 20,111 16,822 13,072 10,998

Claim development

The development of claims against insurance contracts issued s not disclosed as uncedainty about the amount and
tiring of claim setilement ks usually resolved within one year,

28,7 Reinsurance risk

Reinsyrance ceded does not relieve the Branch from is obligation owards policy holders and, as & resull, the branch
remaing fiable for the portion of putstanding claims reinsured 1o the extent that reinsurer falls o meet the obligation
vnder the relnsurance agreements. "

To minimize §s exposure o significant losses from reinsurer insolvencies, the Branch oblains reinsurance rafing from a
number of reinsurers, who are dispersed over several geographical raglons,

An analbysis of all reinsurance assels recognized by the rating of the aailly from which 1t is due are as follows!

Aursount due from other Rainsurance recoveries against
insurers [ relnsurers sutstanding claims
2049 2008 2010 2009
{Rupses i thousarud) {(Rupeses In thousand}
Rating
A or above including
Pakistan Feinsurance Company Limited @6 819 147,850 216 088 230,807

25.3 Financial risk

The Hranch is exposed to a variety of financial risks: market risk {comprising currency risk, interest rate risk, and other
price risk), Hquidity risk and credit risk that could affect the Branch’s net financial position and performance.

These riske are managed through varfous sk managemant policies and monitoring by Branch's management.

285,19 Market risk

Market risk ig the risk that the fak valug or fulure cash flows of financial instruments will fluctuate due to
changes in market variables such as interssi rates, foreign exchange rales st other aquity prices, The Branch
manages the market risk by monitoring exposure on marketable securiies by following internal risk

management policies.

28,341 Interest rate visk exposure

Intarest rate risk is the risk that the fair value or Julure cash flows of financial instruments will Buctusie
because of changes in market inlerest rates. The Branch invests in securities and has deposils that
are subject to interest / mark-up rate risk. The Branch limils interest / mark-up rate risk by monitoring
changes in interest / mark-up rales in the currencies in which its cash and investmenis are
denominated. The nterest rates and maturdty of bank balances 7 deposits and investiments are
disclosed in pote 11 and 12 respectively, Further, the Branch has ne interest-hearing liabilities as at

the yvear end,

The following table demonsirates the sensithvity o a reasonably possible change In interest rates, with
all pther varables held constant, of the Branch's profit before tex and head office account hased upon

average balances and rates

incrosse §
{decrease} in Effect on profit | Effect on Head
] hasis }mintﬂs hefors tax Office Account
{Rupees in thousand)
Decamber 31, 20010 104 13,787 B,568
{104 {13,797} {B.968;
Diecamber 31, 2008 10 11,606 7 B0

[T £11 698 {7,802
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25.3.4.2 Forelgn currency risk

Currency risk is the rsk that the value of a financial asset or Hability will fluctuate due io changes in
forslgn currency reles. Foreign exchangs risk arlses mainly whaere receivables and payables axist due
o transactions in forelgn currencies. The Branch's principal ransactions are cared out In Pak Rupees
and its exposure 1o foreign exchange risk arses primartly with respect to US dollar, Financial llabiities
axposed to foreign exchange risk amounted o Rs. 111,284 milion (200%:Rs. 83,513 mition] at the end
of the year.

25343 Other price risk

Other price risk is the dek that the falr value of future cash Bows of financial Instrurments will fluctuate
because of changes in markat prices (other than those arising from interest rate risk or currency risk),
whather those changes are caused by factors specific to the individus! Snancial instrument or is
issuer, or factors affecting all simitar financial instruments fraded inthe market,

The Branch's quoted secunties are susceptible 10 markel price risk arising from uncertainties about the
future value of investment seourities. The Branch limits market rsk by maintaining 2 diversified
portfolio and by continuous monitaring of developroents in equity market.

The following tabie summarizes the Branch's other price risk as of December 31, 2010 and 2009 1
shows the efects of an estimated increase | decrease of 5% in the markel prices as an the fair values
of the quoted equity securifies with ofther factors remaining consfant, Mowever, in practice the actual
resulls may differ from sensithily analysis,

Effect on fair

Falr value  Price change waltg
{Rupess in {Rupees in
thousand} thousand}
December 31, 2040 By 893 +5% 4,385
5% 4,385}
December 31, 2008 TEAT3 +5% 3824
5% (3824

25.3.2 Liguldity risk

Liguicity risk Is defined as the rsk that the Branch will encounter difficulty in meeting cbligations assoclated with
firrancial Sabilities, Liguidity risk arises because of the possibility that the Branch might be unable to meat its
payment obligations when they fall due under normal ciroumstances. To guard against the risk, the Branch has
diversified funding sources and assels are managed with lauldity in mind, maintaining & healthy balance of cash
and cash equivalents and readily marketable securities. The maturily profile Is monitored to ensure adequate
Hguidity is maintained,

The tahle below summarises the maturity profife of the Branoh's financial fabiliies. The contractual mathurities of
these Habiliies at the year end have been detarmined on the basis of the ramaining period at the balance shest
date to the contractual matuity dete. Financial labiliies not having a contractusl malwily are assumed to
mature on the expected date on which these i :»':abx ittes will be seitled.

040
Over one
With et one  vear to five Ovar five
VAT YRars YEars Total
| L R LRt ey el ] R ————
Financial liabilities
Frovision for outstanding olalms 205,081 n - LI
Amounts due to ofher insurers /reinsurars BT 388 « - 57,368
Acorued expanses 64,583 - - 60,683
Oither creditors and acoruals "&‘?’_5&,{}:&@ _ - " 170,044
573,166 - - 573,466
2009
Chver one
With inone  year to five Chver five
year YEEES VEArs Total
s § FUIRGES 101 HROUSBIH] v
Financial abilities
Brovision for oulstanding clalms i Lo dite - - 318,158
Amounts due to ofher insurers / reingurers 48 464 - - 48 464
Aoorusd expenses 45 £G4 . - 45 564
Ctheer creditors and accruals 128 BET - - 123 BF7
531 B84 . . 531 8564
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28.3.3 Credit Risk

Cradi risk is the risk, which arises with the possibility that one parly 1o & financial instrument will falt to discharge
ffs obligation and cause the olher party fo incur a financial loss. The Branch sltempts io conbrol cradit risk by
monitoring credi exposures by underaking transactions with & large number of counter parties in varous
incusiries and by continually assessing the oredit worthingss of counter parlies. The table below analyses the
Branch's maximum sxposure fo oredit risks

2016 2008
{Rupees n thousand}

Bark sccounts and deposity £33 882 39823
FPramiums dus but unpaid 04,218 131,124
Ammgunts due from other insurers 7 relnsurers 96,818 113,833
Accrped income on deposils . 16,467 13,313
Reinsurance recoveties against outstanding claims 216,054 230 807

: 1,218,244 808 000
26.3.3.4 Concentration of credit risk and credit exposure of the financial instruments

28.3.3.2

Concentration of oredit risk adses when & number of counter parties have a similar type of busingss
motivities. As 2 result any change in sconomis, poliical or other condiions would affect thelr abllity to
meet contraciual obligations in a2 similar manner, The Branch manages coneentration of credit rsk
through diversification of activities among individuals, groups and indusiry segment.

The Branch is exposed to major credit risk on bank balences end deposits, premiums receivable from
cusiomers and co-insurars: ang on commission and clalm recoveries from re-ingurers.,

The cradit quality of Branch's bank balances can be assessed with reference lo axdemal oredit ratings
a3 follows:

Rating” 2610 2009
{Rupeas In thousand)
At 28T BGE 183,425
Aot - 35,406
A - 50,017
Pt 328,017 50,878
682 B8R 318,823

» Above ratings are performed by PACRA, JCR-VIE and Moody's Fitch.

The management monitors exposure to oredit sk n premium receivable from customers and
insurance companies through reguliar review of credit exposure and prudent estimates of provisions for
doubthid receivables.

The age snalysis of premiums dus but unpaid and amourds due from other Insurers/reinsurers s as
follows:

2010 2009
{Fupees in thousand)

Uplo 1 year 303,028 234 357
1.2 ypars 7,333 1672
Cwear 2 yoars AL 32,574

347,478 277 803

Eair value 18 an amount for which an asset could be exchanged, or a Hability setfled, betwesn
knowledgeable wiling parties in an arm's length transaction. Consegquantly, difference may arise
between the camying values except for the investments in helddg-maturity and available-for-sale

portfolios. The market value of these investments are disciosed in note 12.3 and 12.4 respectively.
B,
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26, TRANSACTIONS WITH RELATED PARTIES

Related parties of the Branch comprises of head office, ullimate parent and subsidiares / branches of witimate parent.
The Branch in the normal course of business candes out ransaction al ar's length with vartous related parties. Detalls of
transactions with related parties during the vear and the balances as ab the year and, other then the remuneration of
Manager for Pakistan (detailed in note 24, gre as follows:

2010 2009
{Rupees in thousand}
Transactions during the year

Fremiums caded ) 493,488 371,724
Commission income 141,276 107610
Claims recoverable 157,647 113,020
Software maintenance charges FAg L 4,978
Service fee for support services ‘ 48,886 83,813

Balances at the year end

Premiums due but unpaid - 9,336
e to related parties including acorued expenses 16,6826 11,647
Service fes for support senvices 111,284 83,513

2F, HNUMBER OF EMPLOYEES
Number of permanent employess at the end of the vear were T3 (2008 77}
28, AUTHORISATION FOR ISEUE

- o & 3 ;
These fnancial statemants were authorized for ssue by the management on }?7’)‘3” 7 j 28 2ol

#95. GEMERAL
29,1 Figures have been rounded off to the nearest thousand nipees.

29.2  Prior year's figures have been reclassified, wherever necessary, for the purposes of comparison. Hogever, such

reclassifications were not material. . i\}\@vﬂ
[t S

e, : .
Manager for Fﬁ? istan / Chief Pinancial Officer Assistant Ganaré@ Manager
Frincipal Officgr
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