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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,
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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,






