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Company Vision

To serve and to serve with excellence.
Excellence to be achieved through our corporate mission.

Corporate Mission

First and foremost to secure the interest of our policy holders by adopting proper
risk management techniques, prudent financial planning and maintaining reinsurance
arrangements with world-class reinsurers. '

To ensure profitability to our reinsurers who afford us underwriting capacity.

To recognise human resources as the key element in progress and to provide our
officers and field force due recompence for their efforts in building up the company.

To generate operational profits and dividend return in due measure to the shareholders
of the company.



Company
Information

Board of Directors

ARDESHIR COWASJEE
Chairman

MUNIR I. MILLWALA
Managing Director & CEO

FAYYAZ F. MILLWALA
Executive Director

ABDUL RAZZAK E. JAFFER
Non Executive Director

FIDA HUSSAIN SAMOO
Non Executive Director

QUTUBUDDIN A. MILLWALA
Non Executive Director

HUSSAINI |. MILLWALA
Non Executive Director

M. H. MILLWALA
Non Executive Director



Management

Munir I. Millwala
Managing Director
& CEO

Moiz Ali

General Manager

Zahid Ali
Assistant General Manager

Fakhruddin Khetty
Accounts Manager

Khwaja Balighuddin
Manager

Azmat Shaikh
Assistant General Manager

Fayyaz F. Millwala
Executive Director

Fakhruddin A. Bandukwala
Deputy General Manager

Khuzaima Hakimi
Company Secretary

Zoeb Quettawala, F.C.A.
Internal Auditor

Qutubuddin Kaleemi
Assistant Manager

Igbal Macha
Assistant General Manager

Yunus Shaheen
Assistant General Manager

Advisor

Auditors

Bankers

Registered Office

Share Registrar Office

Syed Ahmed Ali

Ford Rhodes Sidat Hyder & Co.
Chartered Accountants

United Bank Limited

National Bank of Pakistan

Bank Alfalah Limited

Habib Bank Limited

Muslim Commercial Bank Limited
Prime Commercial Bank Limited
Saudi Pak Commercial Bank Limited

Z2nd Floor,

Nadir House,

l. 1. Chundrigar Road,

P.O. Box No. 4616, Karachi

MG Associate Private Limited

608-610, Paradise Chamber,

off: Shahrah-e-Iraq, Karachi.

Tel: 92-21-5212769, 5212842 Fax: 5650453




COMMITTEES :

Audit Committee:

Hussaini. |.Millwala
Qutubddin A. Millwala
Mohammadi H. Millwala
Zoaib A. Quettawala
Khuzaima Hakimi
Fakhruddin A. Khetty

Underwriting Committee:

Hussaini |. Millwala
Fida Hussain Samoo
Munir I. Millwala
Moiz Madrasswala
Khawaja Baliguddin

Claim Settlement Committee:

Munir I. Millwala
Mohammadi H. Millwala
Fayyaz F. Millwala
Hussaini 1. Millwala
Moiz Madrasswala
Firoz Ahmed

Re-insurance Committee:

Munir 1. Millwala
Moiz Madrasswala
Khwaja Baliguddin
Hussaini I. Millwala
Fida Hussain Samoo
Fayyaz F. Millwala

Investment Committee:

Munir 1. Millwala
Hussaini |. Millwala
Fayyaz F. Millwala
Khuzaima Hakimi
Moiz Madrasswala

Chairman
Member

Member
Member/Secretary
Member

Member

Chairman

Member

Member

Member
Member/Secretary

Chairman

Member

Member

Member

Member
Member/Secretary

Chairman

Member
Member/Secretary
Member '
Member

Member

Chairman
Member
Member
Member
Member



NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 52nd Annual General Meeting of the shareholders of the company will be held

on 30°h May 2009 at 3 p.m. at the company's registered office, 2nd floor, Nadir House, |.1. Chundrigar Road,
Karachi to transact the following business.,

1.

To confirm the minutes of the 51 st AGM held on 31 st March 2008.

To receive, consider and adopt Directors' and Auditors' report and Audited Accounts for the year ended
31 st December, 2008.

To appoint Auditors for the year ending December 31, 2009 and fix their remuneration. The retiring

auditors M/s Ford Rhodes Sidat Hyder & Co, Chartered Accountant have completed three years term

and the directors have proposed M/s Moochhala Gangat & Co, Chartered Accountants, who have
offered themselves for appointment.

To consider any other business of the Company with the permission of the Chair.

By order of the Board

Karachi : May 7, 2009 KHUZAMA HAKIMI

Secretary

Notes:

The Share Transfer Books of the Company shall remain closed from 24th May 2009 to 30th May 2009
(both days inclusive). Transfers received at our registrar office M/s MG Associate Private Limited, 608
610, Paradise Chambers, Off. Shahrah-e-Iraq, Karachi-74400, tel # 92-21-5212769, 5212842, fax #
92-21-5650453 by the close of business on 23rd May 2009 will be treated in time.

A member entitled to attend and vote at the Annual General Meeting may appoint a proxy to attend and
vote instead of him/her. A proxy need not be a member of the Company. Form of proxy, in order to be

valid must be received at the Registered Office of the Company not later than 48 hours before the
Meeting.

The CDC account/sub account holders are requested to bring with them their Computerised National
ID Cards along with the Participants(s) ID number and their account numbers at the time of attending
the Annual General Meeting in order to facilitate identification of the respective shareholders. In case

of corporate entity, the Board of Directors Resolution/Power of Attorney with specimen signatures be
produced at the time of meeting.

Members are requested to promptly communicate to the Company any change in their address.



Director’s Report

| present before you the audited annual Financial Statements and report for the year ended 31st December
2008. The year in review was a difficult year. Business confidence suddenly eroded as the world economies
slowed pace. The developed world became deeply mired in recession and it's dawning after effects sent shock
waves through out the world. The financial system in vogue faced systematic challenges and there exists
significant doubts to date that the measures undertaken by the developed world for revival of the system can
really be put back to work. In this bleak scenario our fears were compounded with growing political instability
and the worsening law and order problems in our country.

The operational results for the year under review are as below.

2008 2007 %
Gross Premium 175,567,208 197,212,378 (10.97)
Net Premium 140,800,091 170,280,661 (17.31)
Investment Income (9,010,802) 19,392,772 {53.53)
(Loss)/Profit Before Tax (37,399,074) 26,086,171 (43.37)
(Loss)/Profit After Tax (37,728,837) 24,035,996 (56.97)
Total Assets 286,698,340 310,798,156 (7.76)
Earning Per Share (EPS) (3.14) 2.19 (45.37)

The business confidence particularly in the insurance industry world wide is currently at its lowest ebb. The
unbridled economic development in the developed economies through credit growth over the years obtained
on the back of insurance covers had provided cushions for creating a highly leveraged credit economy and
a cause for pumped up assets values which eventually created sub prime loaning. This is now under correction
resulting in defaults. Credit insurance is difficult to obtain restricting fresh loaning by the banks. The world’s
major insurers as well as re insurers as a result stand badly mauled by the economic down turn. Their
investments now stand bamboozled and returns much reduced. This has created new challenges in risk
management. The Reinsurance market internationally has thus hardened.

I am pleased to say that in spite of the adverse developments in the world we were able to renew our treaties
on improved terms with our re insurers. This is largely due to our risk profile and spread in small and medium
sized industrial and commercial risks which give our treaties a good spread and to recoup any losses. Our
risk exposure in relation to our capital / equity is satisfactory.

Faced with daunting challenges, the political and economic situation in Pakistan continues to remain grim with
growing difficulties in governance. Businesses confidence during the year stood eroded amidst instability and
confusion that prevailed. The rupee was depreciated by an unimaginable 30% which came as a rude shock
to investors. There after KSE closed it's trading for over 110 days which was unprecedented. SECP then
allowed the mutual funds to stop encashment of money market securities thus completely eroding the market
confidence the investors had placed in our markets. Our negotiation’s with a foreign investor for investments
in the company in line with SECP capital compliance was at a nearing stage. The foreign investor's confidence
in our market was suddenly gone and business deal was called off. It is believed that it will take time and
efforts to rebuild the lost confidence in our economy and with international scenario that continues to look
bleak the task is ever more difficult. YWe have thus initiated several action plans.

To meet the challenges ahead we have in the first instance approached SECP for suitable extension in time
limit for meeting the capital compliance requirements. The reason for seeking extension is that the capital
markets and investors confidence in the country is deeply eroded and the existing environment and political
situation as well as law and order situation in the country is far from satisfactory. The increased capital
requirements were agreed when the economic and political conditions were stable and improving. The obtaining
conditions no longer remain the same, whereas the future seems be set with uncertainties and difficulties. In
such a circumstance it is difficult to get underwriter confirmation for a fresh right issue While we expect the
political and economic situation will improve, we are engaged in discussions with investors for meeting the
capital compliance of Rs.300 million in one go. We have received encouraging response from a potential



institutional investor but it is still to reach a maturing stage. We are also engaged in preliminary discussions
for a merger with a mid sized private insurance company. We believe the synergies between the two companies
will be beneficial for both the companies. This process is under initiation and preliminary talks are underway.
We will be disclosing the details once the finer points are sorted out. Any decision on our part will be in the
best interest of the stakeholders. We will keep SECP and the various stakeholders fully informed on the
ensuing developments.

The auditors have qualified our company accounts for its inability to timely meet the SECP capital compliance
and raised doubts of material uncertainty of treating the company as a going concern on account of this non
compliance. The company is aware of the shortfall in capital requirement and is making necessary efforts.
The difficulties are essentially due to force majure conditions and uncertainties in the country from second
half of 2008. We are confident of meeting the compliance requirements in the very near future. The above
addresses the issues raised by the auditors in their report regarding going concern.
Non banking financial institutions are already allowed extension in meeting of capital requirements by SECP
and the State Bank. In recent weeks The State Bank has recently lowered and allowed relaxation to Banks
in meeting its capital requirements because of the many difficulties. We are confident that SECP will grant
us requisite extension in lieu of disturbed conditions in the country.

During the year on account of growing uncertainties and disturbed political and law and order conditions we
took decisions to restrict business expansion through credit growth. We have taken measures to restrict growth
in motor business through increases in premiums rates. This will bring the motor Portfolio to a more comfortable
business mix with fire and other business. We anticipate the disturbed law and order conditions may give rise
to sudden increases in claims etc. For such reasons, our volume of business particularly in motor department
Is reduced and for such reasons we have created an additional risk reserve of Rs. 3.7449 million for premium
deficiency on motor business. Business volumes in other departments remain satisfactory. Because of changes
in our underwriting mix and seeking growth in other lines of business, our expenses remained high during
the year. Measures are afoot to reduce on expenses etc. We are seized of the fact that we have to bring
profitability back to our core business of underwriting. We have also made heavy provisioning in our premium
receivables as market situation and business condition dampens. Our limitations and difficulties in growth
remain on account of small bank limits which hamper our progress. This limitation is due to our small sized
capital. We expect with the merger and or increases in our paid up capital our single risk limits with the banks
would improve considerably thereby help increase our business and profitability. Our investments on the
Karachi stock Exchange during the year suddenly turned sour and needs heavy provisioning for the eroded
values. We have made a large provisions during the year and for the eroded values will have to still account
for such losses in the ensuing year. We expect the stock market to some what recover in 2009 as such we
have treated part of the loss in value as temporary in accordance with SECP directives. On account of the
difficulties narrated the company has suffered losses in the year 2008 and therefore there will be no
dividends/profits etc. for the year.

The details of loss appropriation etc are as follows

Loss)/Profit Before Tax (37,399,074)
Add: Provision for Tax ( 329,763)
(Loss)/Profit After Tax (37,728,837)
Un-appropriated Profit (from last year) 111,656
Balance Unappropriated Profit at the end of the year (37,617,181)

The auditors have qualified their report for expenses incurred at branch offices as unverified for Rs 1 6.431 .
Although we have made efforts to compile as many supporting documents from our branches as possible and
have accordingly managed to reduce the amount of unverified expenses this year. We have presented the
expenses in an arranged manner as best possible but the auditors still assume certain difficulties for verification
and in need for more supporting details. We are still thus continually engaged in the process to compile the

supports for all such expenses in an arranged manner to have the observation cleared altogether. as required
by the auditors.



_Tne_company has been rated BBB stable by JCR lTower from their previous assessment of BBB positive. This
is on account of company adopting a cautious business policy particularly in motor department. The cautious
policy adopted is due to disturbed law and order conditions in the country.

The value of investment of Provident Fund maintained by the company based on latest audited financial
statement as at 31st December 2007 is Rs.20,644,929

Auditors. The retiring auditors have completed three years of service. The board has proposed the appointment
of M/s Moochala Gangat & Co. as the company auditors for the year 2009.

Compliance with the Code of Corporate Governance:

The requirements of the code set out by the stock exchanges in the listing regulations, relevant for
the year ended December 31, 2008, have been duly complied with. A statement to this effect is annexed
with the report.

The directors confirm compliance with the corporate and F|nanC|aI Reporting Framework of the
SECP Code of Governance for the followings:-

a) The financial statements, prepared by the Company, present fairly, its state of affair, the results of its
operations, cash flows and changes in equity. See comments in auditors report.

b) The Company has maintained proper books of accounts as required under the Companies Ordinance,
1984. See comments in auditors report.

c) The Company has followed consistently appropriate accounting policies in preparation of the financial
statements, changes where made, have been adequately disclosed and accounting estimates area on
the basis of prudent and reasonable judgement.

d) Financial statements have been prepared by the company in accordance with the Intemational Accounting
Standards, as applicable in Pakistan, requirement of Companies Ordinance.1984, Insurance Ordinance,
2000, and the Securities and Exchange Commission (Insurance) Rules, 2002. See comments in auditors report.

e) The system of internal control is sound, effectively implemented and monitored. The process of review
will continue to strengthen the system for its effective implementation. See paragraph 17 of the Companies
Statements on code of corporate governance.

f) There is no significant doubts upon the Company'’s ability to continue as a going concern. See auditors
report
and notes No 32 to the financial statement.

The Company has followed the best practices of corporate governance, as laid down in the listing
regulations of the stock exchanges and there has been no material departure.

Board Meetings and Attendance:

During the year four meetings of the Board of Directors were held and the number of meetings attended by
each director is given hereunder:-

Name of Directors Number of Board Meetings Attended

Mr. Ardeshir Cowasjee

Mr. Abdul Razzak E. Jaffer
Mr. Qutubddin A. Millwala
Mr. Munir . Millwala

Mr. Fida Hussain Samoo
Mr. Fayyaz F. Millwala

Mr. Hussainai |. Millwala
Mr. Mohammadi H. Millwala

b bR RN W

Leave of absence was granted to directors unable to attend a meeting.



Auditors:

The present auditor M/s Ford Rhodes Sidat Hyder & Co, Chartered Accountants, retires and the board have
proposed M/s Moochhala Gangat & Co, Chartered Accountants who have offered themselves for appointment
as external auditors for the year ended 31st December 2009

Audit Committee:
The Company has an audit Committee, and had four meetings during the year 2008.
STATEMENT OF ETHICS AND BEST BUSINESS PRACTICES

The Board has adopted “the Statement of Ethics and Business Practices” and circulated to all the directors
and employees for their acknowledgement and acceptance.

Company Reporting:

The company reports to the shareholders 4 times a year with its 1st quarter, half-yearly, 3rd quarter and full
year results, along with the director’s reports on the operations and future outlook for the company. All reports
are sent to the Stock Exchanges and to the registered shareholders at the address registered with the company.
Pattern of shareholding:

A pattern of shareholding is shown separately.

Acknowledgement:

On conclusion of my report | take this opportunity to thank the Chairman and the Board of Directors for the
valuable advice, support and cooperation that | and my team received during the year, motivating us to improve
and perform better. My thanks at the close are reserved for the General Manager, officers, staff and the field
force whose hard work and dedication has helped us move forward each year with renewed determination
to succeed and do better.

My thanks at the end are also reserved for the Securities and Exchange Commission of Pakistan (Insurance
Directorate) and our re insurers, namely Mitsui Sumitomo, Pakistan Reinsurance Company and Korea Re,
whose cooperation and support during the year was invaluable to us.

Finally, | also thank our valuable clients and the shareholders for having reposed their trust in the company .

Muinir L. Millwala
(Managing Director & C.E.Q.)



Statement of Compliance with the Code of Corporate Governance for the year ended December 31, 2008

This statement is being presented to comply with the Code of Corpeorate Governance contained Regulation
No.37 of listing regulations of the stock exchange the purpose of establishing a framework of good governance,

whereby a listed company/insurance company is managed in compliance with the best practices of corporate
governance.

The Company has applied the principles contained in the Code in the following manner.

1.

10.

11.

12.

13.

14.

The Company encourages representation of independent non-executive directors. At present the Board
included six independent non-executive directors, including one non-executive director representing
minority shareholders.

The directors have confirmed that none of them is serving as director in more than ten listed companies.

All the resident directors of the Company are registered as taxpayers and none of them has defaulted

in payment of any loan to a banking company, a DF| or an NBFI or, being a member of stock exchange
has been defaulter by that stock exchange.

No casual vacancy has occurred in the year 2008.

The Company has prepared a ‘Statement of Ethics and Business Practices’, which has been signed
by all the directors and employees upon joining the Company.

The Board has developed a vision/mission statement, overall corporate strategy and significant policies
of the Company. A complete record of particulars of significant accounting policies along with the dates
on which they were approved or amended has been maintained.

All the powers of the Board have been duly exercised and decision on material transactions, including
appointment and determination of remuneration and terms and conditions of employment of the CEQ
and other executive directors, have been taken by the Board.

The meetings of the Board were presided over by the Chairman and, in his absence by a director elected
by the Board for this purpose and the Board met at least once in every quarter. Written notices of the
Board meetings, along with agenda and working papers were circulated at least seven days before the
meetings. The minutes of the meetings were appropriately recorded and circulated.

An orientation course was conducted for the directors to apprise them of their duties and responsibilities
in the previous year.

There was no new appointment of CFO, Company Secretary and head of Internal Audit during the year.

The directors’ report for this year has been prepared in compliance with the requirements of the Code
and fully describes the salient matters required to be disclosed.

The financial statements of the Company were duly endorsed by CEO and CFO before approval of the Board.

The directors, CEQ and executives do not hold any interest in the shares of the Company other than
disclosed in the pattern of shareholding. :

The Company has functioning the committees namely, Underwriting Committee, Claim Settlement
Committee and Re-insurance Committee.



18.

16.

20.

The Board has formed an audit committee. It comprises of three members, of whom all are non-executive
directors including a Chairman of the committee.

The meetings of the audit committee were held once in every quarter prior to approval of interim and
final results of the Company, as required by the Code. The terms of reference of the committee have
been formed and advised to the committee for compliance.

The internal audit department of the company is currently being organized.

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating
under the quality Control review program of the Institute of Chartered Accountants of Pakistan, that they
or any of the partners of the firm, their spouses and minor children do not hold the shares of the Company
and that the firm and all its partners are in compliance with International Federation of Accountant (IFAC)
guidelines on code of ethics as adopted by Institute of Chartered Accountants of Pakistan.

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they
have observed International Federation of Accountant (IFAC) guidelines in this regard.

We confirm that all other material principles contained in the Code have been complied with.

MUNIR I. MILLWALA

Managing Director & CEO



REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE
WITH BEST PRACTICES OF CODE OF CORPORATE GOVERNMENT

We have reviewed the Statement of Compliance (the Statement) with the best practices contained in the Code
of Corporate Governance (the Code) for the year ended 31 December 2008 prepared by the Board of Directors
of the Crescent Star Insurance Company Limited (the Company) to comply with the Listing Regulation No.
37 of the Karachi Stock Exchange and Chapter XllI of the Lahore Stock Exchange where the Company is
listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our
responsibility is to review, to the extent where such compliance can be objectively verified, whether the
Statement reflects the status of the Company's compliance with the provisions of the Code and report if it does
not. A review is limited primarily to inquiries of the Company's personnel and review of various documents
prepared by the Company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the accounting and
internal control systems sufficient to plan the audit and develop an effective audit approach. We have not
carried out any special review of the internal control system to enable us to express an opinion as to whether
the Board's statement on internal control covers all controls and the effectiveness of such internal controls.

Based on our review, nothing has come to our attention which causes us to believe that the Statement does
not appropriately reflect the Company's compliance, in all material respects, with the best practices contained
in the Code as applicable to the Company, for the year ended 31 December 2008.

5

FORD ROHDES SIDAT HYDER & CO.
KARACHI: May 07, 2009 Chartered Accountants



10 Years at a Glance

(amounts in million rupees)

2008 2007 2006 2005 2004 2003 2002 2001 2000 1999

Gross premium 175,57 197.21 207.38 165.91 115.92 69.19 4169 36.16 38.93 38.20
Net premium 140.80 170.28 146.58 102.40 63.53 32.02 24.80 20.81 24.09 22.20
Paid-up capital 121.00 96.80 88.00 80.00 80.00 50.00 50.00 50.00 40.00 40.00
General reserve 2450 2450 2210 17.10 17.10 12.60 10.10 10.10 8.10 4.10
Reserve for exceptional losses
and unexpired risks 70.80 8599 110.56 93.78 64.90 2548 11.68 10.09 11.40 10.65
Total assets 286.69 310.80 278.83 275.34 227.04 11524 83.64 7990 71.64 67.33
Profit before tax (37.40) 26.09 9.84 2876 26.45 10.07 324 338 492 559
Profit after tax (37.73) 2404 858 2158 2050 7.04 0.33 220 3.87 4.39
Distribution as percentage of
paid-up capital- cash dividend 10.00 10.00 - - - 10.00
paid-up capital- cash dividend Interim 25.00 10.00 10.00
- bonus shares 10.00 10.00 - - - - - -
- right shares - 25.00 60.00 - - - 25.00
Return on total assets-% (13.16) 773 308 784 903 611 039 275 540 6.52

Return on shareholders' equity-%  (34.41) 18.06 6.96 18.80 5.33 10.86 053 353 769 948
Break-up value per share 9.06 13.75 14.02 14.34 1365 12.98 1257 1251 1259 11.62

Earnings per share in rupees (3.14) 219 088 270 343 4141 007 044 087 110



AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed financial statements comprising of:

i) balance sheet;

i)  profit and loss account;

iii) statement of changes in equity;
iv) cash flow statement;

V) statement of premiums;

vi) statement of claims;

vii) statement of expenses; and

viii) statement of investment income;

of The Crescent Star Insurance Company Limited (the Company) as at 31 December 2008
together with notes forming part thereof, for the year then ended.

It is the responsibility of the Company'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
Ordinance, 2000 (XXXIX of 2000) and the Companies Ordinance, 1984 (XLVII of 1984).

Except as discussed in paragraphs (i) and (ii) below, we planned our audit in accordance with
the auditing standards as applicable in Pakistan. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the 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 report that:

(i) we have not been able to verify the expenses incurred at the branches, amounting to
Rs.16.431 million, included in 'Expenses' in the 'Profit and Loss Account' which were
recorded by the Company on the basis of statement of expenses received from the
branches, due to the reason stated in note 21.2 to the accompanying financial statements.
Further, we were unable to satisfy ourselves as to the propriety of such expenses.

Accordingly, the effects of the above matter on the accompanying financial statements
of the Company cannot presently be determined.

(ii) in addition to the matter stated in paragraph (i) above, the following conditions indicate
the existence of a material uncertainty which-may cast significant doubt on the Company's
ability to continue as a going concern. Further, the financial statements and notes thereto
do not disclose this fact.



(@) According to Circular No. ID/01/2007 dated 10 April 2007, issued by the Securities and
Exchange Commission of Pakistan (SECP), all non-life insurance companies are required to
have a minimum paid up capital of Rs.160 million as at 31 December 2008. However, the paid
up share capital of the Company was Rs.121 million at the end of the current year. Under the
Insurance Ordinance, 2000, failure to comply with the said requirement may result in issuance
of a direction by the SECP to cease the Company from entering into new contracts of insurance
and any other action it may deem necessary.

(b)  The Company has incurred a loss of Rs.37.729 million during the current year which resulted
in accumulated loss of Rs.37.617 million at the end of the current year. The reported loss for
the year and accumulated loss at the end of year would have been Rs.75.467 million and
Rs.75.355 million, respectively, had the Company treated the decline in the value of its available
for sale investments as other than temporary, as stated in note 14.7 to the financial statements
of the current year.

However, the evidence available to us to confirm the appropriateness of preparing the financial
statements on the going concern basis was limited because the Company has not demonstrated
to us any plans to raise its Capital to meet the legal requirements and also not prepared any profit
or cash flow projections for an appropriate period subsequent to the balance sheet date. As a result,
and in the absence of any alternative evidence available to us, we have been unable to form a view
as to the applicability of the going concern basis. :

Accordingly, the effects of the above matter on the accompanying financial statements cannot
presently be determined.

Because of the significance of the matters discussed in paragraphs (i) and (ii) above, we are unable
to form an opinion as to whether:

(a) proper books of account have been kept by the Company as required by the Insurance
Ordinance, 2000, and the Companies Ordinance, 1984;

(b) the financial statements together with the notes thereon have been drawn up inconformity with
the Insurance Ordinance, 2000, and the Companies Ordinance, 1984, and accurately reflect
the books and records of the Company and are further in accordance with accounting policies
consistently applied; and

(c) the financial statements together with the notes thereon present fairly, in all material respects,
the state of the Company's affairs as at 31st December 2008 and of the loss, its changes in
equity and cash flows for the year then ended in accordance with approved accounting
standards as applicable in Pakistan and give the information required to be disclosed by the
Insurance Ordinance, 2000 and Companies Ordinance, 1984.

In our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980]
(XVIII of 1980).

Ford Rhodes Sidat Hyder & Co.
KARACHI CHARTERED ACCOUNTANTS



BALANCE SHEET AS AT

Note 2008 2007

mmemmnmmmnmmn (RUPEES) -mmmmmmmmmnmm
Share Capital and Reserves
Authorised share capital 7 350, {}00 000 ‘150 000 OOO
Paid-up share capital 7 121,000,000 96 96,800,000 |
(Accumulated loss) / unappropriated profit (37,617,181) 111,656
Reserves 8 26,264,833 26 264,833
TOTAL EQUITY 109,647,652 123,176,489
Advance against issue of right shares - 9,889,680
Underwriting Provisions
Provision for outstanding claims {(including IBNR} 66,837,514 72,363,639
Provision for unearned premium 69,036,192 84,220,192
Premium deficiency reserve 3,746,883
Commission income unearned 7,042,384 7,686,656
146,662,973 164,270,487

Deferred Liability
Deferred taxation 9 9,880 -

Creditors and Accruals

Premiums received in advance 612,281 ‘ [ 507,856

Amounts due to other insurers / reinsurers 10 15,913,077 7,526,251

Accrued expenses . 1,551,097 1,591,384 |

Other creditors and accruals 11 11,883,171 1,955,398

29,959,626 11,580,889

Other Liabilities

Unclaimed dividend 418,209 1,880,611
TOTAL LIABILITIES 177,050,688 177,731,987
TOTAL EQUITY AND LIABILITIES 286,698,340 310,798,156
CONTINGENCIES AND COMMITMENT 12

The annexed notes from 1 to 39 form an integral part of these financial statements.

ARDESHIR COWASJEE MUNIR I. MILLWALA .
Chairman Managing Director
& Chief Executive



DECEMBER 31, 2008

Cash and Bank Deposits
Cash and other equivalents
Current and other accounts with banks
Deposits maturing within 12 months

Investments

Deferred Taxation

Current Assets — Others
Premiums due but unpaid
Amounts due from other insurers / reinsurers
Salvage recoveries accrued
Accrued investment income
Reinsurance recoveries against outstanding claims
Deferred commission expense
Taxation - net
Prepayments
Sundry receivables

Fixed Assets

Tangible
Freehold land
Furniture and fixtures
Office equipment
Computers and related equipment
Motor vehicles

Intangible
Computer software

Capital work in progress

TOTAL ASSETS

FAYYAZ F. MILLWALA
Director

Note

13

14

15
16

17
18
19

20

2008

2007

= (RUpees) e

53,549
13,861,058
14,000,000
27,914,607

70,863,267

[ 75,503,382
12,698,491
333,000
207,121
28,725,054
12,329,794
4,263,645
22,195,552

161,051,722

6,392,500
2,506,913
1,861,339
1,188,337
13,386,322

1,533,333

4,795,686 |

H

26,868,744

286,698,340

28,599
33,712,548
28,000,000
61,741,147

49,377,460

872,550

90,535,534
5,860,931
390,000
23.520
32,849,079
14,513,186
1,102,226
22 177,715
| 3,328,520
170,780,711

6,392,500 |

2,672,195
1,639,723
1,008,614
14,703,256

| 1,610,000
28,026,288

310,798,156

M. H. MILLWALA
Director
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2008

Operating Cash Flows
a) Underwriting activities
Premiums received
Reinsurance premiums paid
Claims paid
Reinsurance and other recoveries received
Commissions paid
Commissions received
Net cash flow from underwriting activities

b) Other operating activities
Income tax paid
General management expenses paid
Other operating payments
Net cash flow from other operating activities

Total cash flow from all operating activities

Investment activities

Profit / return received

Dividends received

Payments for investments

Proceeds from disposal of investments

Fixed capital expenditure

Proceeds from disposal of fixed assets
Total cash flow from investing activities

Financing activities
Advance received against issue of right shares
Proceeds from right issue
Dividends paid

Total cash outflow from financing activities

Net cash (outflow) / inflow from all activities

Cash at the beginning of the year

Cash at the end of the year

Note

13

2008 2007
mmmmmemmenaenee (RUpPEES) --mnmmmmmmmenes
175,596,376 | 184.497,062
(49,935,662) (49,844,261)
(95,673,323) (85,578,666)
31,448,800 22,382,364
(36,499,379) (33,412,723)
18,534,049 | 20,067,767
43,470,861 58,111,543
(2,608,752) (3,757,647)
(52,861,114) (59,596,958)
(741,768) (677,744)

(56,211,634)

(64,032,349)

(12,749,773) (5,920,806)
3,935,026 2,043,331
1,455,256 2,125,360
(73,145,939) (91,569,531)
37,075,447 127,624,550
(4,738,475) (6,608,268)
1,485,000 345,000
(33,933,685) 33,960,442
- 9,889,680
14,310,320 .
(1,462,402) (22,498,693)
12,847,918 (12,609,013)
(33,826,540) 15,430,623
61,741,147 46,310,524
27,914,607 61,741,147




Reconciliation to Profit and Loss Account

Operating cash flows
Depreciation expense
Amortization expense

Profit on disposal of fixed assets
Provision for doubtful balances
Other income

(Decrease) / increase in assets other than cash

Increase in liabilities

Other adjustments
Profit / return received
Other income
Dividend income
Capital gain
Income tax paid
Provision for taxation

(Loss) / profit after taxation

Definition of cash

Cash comprises of cash in hand, policy stam
convertible to cash and which are used in

Cash and other equivalents
Cash in hand
Policy stamps
Revenue stamps

Current and other accounts with banks

Current accounts
PLS savings accounts

Deposits with banks maturing within 12 months

Deposit accounts

Total

Note 2008

2007

Rl (17] ]-7-1-) [ —

(12,740,773) (5,920,8086)
(4,049,844) (4,213,085)
(766,667) :
405,492 230,202
16,813,507 197,253
(998,398) 2

(29,887,516) 33,184,876
_(771,223)| | (20,542,687)
(31,995,422) 2,935,753
4,118,627 | 2,048,100 |
998,398 :
1,455,256 2,125,360
(14,584,685) 15,219,312
2,608,752 3,757,647
(329,763) (2,050,175)
(5,733,415) 21,100,244
(37,728,837) 24,035,997

Note 2008

ps, bank balanbes and other deposits which are readily
the cash management function on day- to - day basis.

2007

el (V] ¢ ToT-1-)
Cash for the purposes of the Statement of Cash Flows consists of:

17,719
10,880
53,549 28,599
13,851,955 32,663,654
9,103 1,048,894
13,861,058 33,712,548
14,000,000 28,000,000
13 27,914,607 61,741,147

The annexed notes from 1 to 39 form an integral part of these financial statements.

ARDESHIR COWASJEE MUNIR 1. MILLWALA
Chairman Managing Director
& Chief Executive

FAYYAZ F. MILLWALA
Director

M. H. MILLWALA
Director
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