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REPORT OF AUDIT COMMITTEE

Khurshida Ahmed

The Audit committee of Global Insurance Limited consists of 11 (Eleven) Directors nominated by the Board.
Including two Independent Directors in the committee; one of them is the Chairman of the Committee. The objectives

of

the committee are to ensure that proper internal controls are enforced to facilitate the smooth functioning of

the company’s operation. The committee has to convey the report to the Board of Directors directly. During the
year under review 4 (Four) meetings of the Audit Committee were held to accomplish the under mentioned jobs:-

1.
2.

Review the financial and other system and its reporting procedure.

Evaluate whether Management is setting the appropriate compliance culture by communicating the importance
of internal control and the management of risk and ensure that all employees of the company have understood
their roles and responsibilities.

. Review whether internal Control strategies recommended by the Board of Directors have been implemented by

the Management.

4. Comprehensive inspection program of the Internal Audit & Inspection for the year 2019.

10.

11.
12.

13.

. Oversee the work of External Auditors, including matter of disagreement between the Management & External

Auditors regarding financial reporting.

. Comprehensive inspection reports of different branches conducted by the Internal Audit & Inspection Team

from time to time and the status of compliance thereof.

. Review the Management Audit of Accounts of different branches conducted by Internal Audit Department.
. Monitor choice of accounting policies and principles and also monitor internal control risk management process.
. Review along with the management, the quarterly and half yearly and annual financial statements before

submission to the board for approval.
Review along with the management, review the adequacy of internal audit function, also review statement of
significant related party transactions submitted by the management.

Review Management Letters/letter of Internal Control weakness issued by statutory auditors.
Review reports of litigation and regulatory compliance matters.
Identify suspected fraud or irregularity in the internal control system.

During the meeting held on 21st October, 2020 the Audit Committee reviewed and examined the external draft
audit reports including the financial statements for the year 2019 and placed the audited accounts with
recommendation for the year 2019 before the Board of Directors for their consideration and approval. The Audit
Committee is of the opinion that the external audit control and measures are quite enough to present a true and
fair picture of performances and financial status of the Company.

Khurshida Ahmed
Chairman, Audit Committee
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Independent Auditor’s Report To the Shareholders
of Global Insurance Limited

Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the financial statements of Global Insurance Limited (the Company), which comprise the State-
ment of Financial Position (Balance Sheet) as at 31 December 2019, Profit and Loss Appropriation Account, the
Statement of Profit or Loss and other Comprehensive Income (Profit and Loss Account), related consolidated and
separate Revenue Accounts, Statement of Changes in Equity and Statement of Cash Flows for the year then
ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion section of our
report, the accompanying financial statements present fairly, in all material respects, the financial position of the
Company as at 31 December 2019, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs), the Companies Act, 1994, the Insurance
Act, 2010, the Insurance Rules, 1958 (as applicable), the Securities and Exchange Rules, 1987 and other applica-
ble laws and regulations.

Basis for Qualified Opinion

1. The Company has not maintained party-wise record of Collection Control Accounts (Note 7.1) which includes
long outstanding receivables.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with the ethical require-
ments that are relevant to our audit of the financial statements in Bangladesh, and we have fulfilled our other
ethical responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our qualified opinion.

Emphasis of Matter

1. We draw attention to Note 2.26 of the financial statement, which described the status of implementation of IFRS
16 “Leases” in the financial statements for the year ended 31 December 2019; and

2.We draw attention to Note 29 of the financial statements, which described the basis for not creating provision
for WPPF as per the Labour Act, 2006 (as amended in 2013) in the financial statements for the year ended 31
December 2019.

Our opinion is not modified in respect of these matters.
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Risk Our response to the risk

Premium Income

Gross general insurance premiums comprise the With respect to Premium income in respect of various
total premiums received for the whole period of types of insurance we carried out the following proce-
cover provided by contracts entered into during dures:

the accounting period.

Given the important nature, connections to other
items to the financial statements and sensitivity of
the item we believe this area pose high level of
risk.

e The design and operating effectiveness of key
controls around premium income recognition
process.

e Carried out analytical procedures and recalculated
premium income for the period.

e Carried out cut-off testing to ensure unearned
premium income has not been included in the
premium income.

e On a sample basis reviewed policy to ensure appro-
priate policy stamp was affixed to the contract and
the same has been reflected in the premium register.

e Ensured on a sample basis that the premium
income was being deposited in the designated bank
account.

e Tested on a sample basis to see that appropriate
VAT was being collected and deposited to bank
through Treasury Challan.

e For a sample of insurance contracts tested to see if
appropriate level of reinsurance was done and
whether that re insurance premium was deducted
from the gross premium.

e Applying specialist judgment ensured if there is any
impairment of the reinsurer.

e Finally assessed the appropriateness and presentation
of disclosures against relevant accounting standards,
Insurance Act, 2010, Insurance Rules, 1958 (as
applicable) and other applicable rules and regulations
and regulatory guidelines.

See note no. 19 to the financial statements

Investment in shares

Global Insurance Limited made a number of invest-
ments in the listed companies. Income generated from
the investments (realized gain and dividend received)
is credited to the Profit & Loss Account. Unrealized
capital gain or loss, if any, is recognized in Profit & Loss
Account for the period in which it arises as per the
policy of the Company.
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Gross general insurance premiums comprise the
total premiums received for the whole period of
cover provided by contracts entered into during
the accounting period.

Given the important nature, connections to other
items to the financial statements and sensitivity of
the item we believe this area pose high level of
risk.

We tested the design and operating effectiveness of
key controls around monitoring, valuation and updat-
ing of prices of the positions held by the Company
from trusted sources. Additionally, we performed the
following:

e Obtained year-end share holding positions from the
Company and through directional testing assessed
the completeness of the report.

e Ascertained the valuation of the holding.
e Recalculated unrealized gain or loss at the year end.

e Carried out cut-off testing to ensure unrealized gain
or loss was recognized in correct period.

e Obtained the CDBL report and share portfolio and
cross checked against each other to confirm unrealized
gain or loss.

e Check the subsequent positioning of this unrealized
amount after the year end.

e Finally assessed the appropriateness and presentation
of disclosures against relevant accounting standards,
the Insurance Act, 2010, the Insurance Rules, 1958
(as applicable), other applicable rules and regulations
and regulatory guidelines.

See note no. 4 to the financial statements

Estimated liability in respect of outstanding claims whether due or intimated and claim payment

This account represents the claim due or intimated
from the insured and involves significant management
judgment and risk of understatement. In extreme
scenario this item may have going concern implica-
tions for the Company.

We tested the design and operating effectiveness of
controls around the due and intimated claim recording
process.

We additionally carried out the following substantive
testing’s around this item:

e Obtained the claim register and tested for completeness
of claims recorded in the register on a sample basis.

e Obtained a sample of claimed policy copy and cross
check it with claim.

e Obtained a sample of survey reports cross checked
those against respective ledger balances and in case
of discrepancy carried out further investigation.

e Obtained and discussed with management about
their basis for estimation and challenged their
assumptions where appropriate.

e Reviewed the claim committee meeting minutes
about decision about impending claims.

&
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e Tested a sample of claims payments with intimation
letter, survey report, bank statement, claim payment
register and general ledger.

e Finally assessed the appropriateness and presentation
of disclosures against relevant accounting standards,
the Insurance Act, 2010, the Insurance Rules, 1958
(as applicable), other applicable rules and regula-
tions and regulatory guidelines.

See note no. 16 to the financial statements

Other Information

Management is responsible for the other information. The other information comprises all of the information in the
Annual report other than the financial statements and our auditors’ report thereon. The directors are responsible
for the other information.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements and
Internal Controls

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
IFRSs, the Companies Act, 1994, the Insurance Act, 2010, the Insurance Rules, 1958 (as applicable), the Securities
and Exchange Rules, 1987 and other applicable laws and regulations and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern including material effects of the
COVID-19 pandemic and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:
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o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a g oing concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause
the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated
in our report because the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

Report on other Legal and Regulatory Requirements

In accordance with the Companies Act, 1994, the Insurance Act, 2010, the Insurance Rules, 1958 (as applicable),
the Securities and Exchange Rules, 1987 and relevant notifications issues by Bangladesh Securities and Exchange
Commission, we also report that:

a) We have obtained all the information and explanations which to the best of our knowledge and belief were
necessary for the purpose of our audit and made due verification thereof;

b) In our opinion, proper books of accounts, records and other statutory books as required by law have been kept
by the Company so far as it appeared from our examinations of those books;

c) The Company management has followed relevant provisions of laws and rules in managing the affairs of the
Company and proper books of accounts, records and other statutory books have been properly maintained and
(where applicable) proper returns adequate for the purposes of our audit have been received from branches not
visited by us;

@
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d) As per section 63(2) of the Insurance Act, 2010, in our opinion to the best of our knowledge and belief an
according to the information and explanation given to us, all expenses of management wherever incurred and
whether incurred directly or indirectly, in respect of insurance business of the Company transacted in Bangladesh
during the year under report have been duly debited to the related Revenue Accounts and the Statement of
Comprehensive Income of the Company;

e) We report that to the best of our information and as shown by its books, the Company during the year under
report has not paid any person any commission in any form, outside Bangladesh in respect of any its business
re-insured abroad;

f) The Statement of Financial Position (Balance Sheet), Profit and Loss Appropriation Account, Statement of Profit
or Loss and other Comprehensive Income (Profit and Loss Account), related Revenue Accounts, Statement of
Changes in Equity and Statement of Cash Flows of the Company together with the annexed notes dealt with by
the report are in agreement with the books of account and returns; and

g) The expenditure was incurred for the purpose of the Company’s business.

a4 M|

Hedayet Ullah FCA

Senior Partner
K. M. HASAN & CO.

Chartered Accountants
Place: Dhaka

Dated: 14 October 2020
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GLOBAL INSURANCE LIMITED
STATEMENT OF CASH FLOWS
For the year ended 31 December 2019
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2019 2018
Notes Taka Taka
A) Cash flow from operating activities:
Premium Collection & other Receipts 662,532,943 389,934,398
Payments of Magt. Exp., Commission, Ri-Ins & Claim . (506,860,856) (339,761,009)
Income tax paid (15,607,732) (7,879,819)
Net Cash provided from operating activities 140,064,354 42,293,570
B) Cash flow from investing activities:
Acquisition of fixed assets (18,364,062) (24,883,324)
Disposal of fixed assets 951,193 522,936
National Investment Bond - -
Investment in Share - -
Net Cash used in Investing activities (17,412,869) (24,360,388)
C) Cash flow from financing activities:
SOD loan (14,619,594) 9,034,847
IDLC Loan (1,142,101) 6,900,920
Margin loan from Mercantile Bank Securities Ltd. 2,000,858 2,096,868
Interest on Loan (11,327,553) (9,575,380)
Net Cash (used in)/provided from financing activities (25,088,390) 8,457,255
D) Net increase in Cash & Bank balances for the year ( A+B+C ) 97,563,094 26,390,437
E) Opening Cash and Bank balances 255,763,004 229,372,568
F) Closing Cash and Bank balances : ( D+E) 9 353,326,098 255,763,005
NOCF per share (2018 Restated) 25 3.63 1.10

The annexed notes 1 to 37 form an integral part of these financial statements.

(@i e

Chief Executive Officer

Director

Place: Dhaka
Dated: 21 October 2020

-4

Director

4

——
.

Chairman
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2.6

GLOBAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
As at & for the year ended 31 December 2019

INTRODUCTION:
Legal Status:

GLOBAL INSURANCE LIMITED ("the Company") was incorporated as a public company limited by
shares in Bangladesh vide registration no. C-40102(2070)/2000 dated April 23, 2000 under the
Companies Act, 1994 and commenced it's operation as per the Insurance Act, 2010. The certificate of
commencement of business was obtained from the Registrar of Joint Stock Companies, Bangladesh.

The Company is listed in Dhaka Stock Exchange Limited as a Publicly Traded Company.
Address of Registered Office and Principal Place of Business :

The registered office of the Company is situated in Bangladesh. It's principal business office is located at
Al-Razi Complex (12th Floor), 166-167, Shahid Syed Nazrul Islam Sarani, Purana Paltan, Dhaka-1000,
Bangladesh. The operation of the Company is being carried out through it's 51 branches located in
different places in Bangladesh.

Principal Activities of the Company:

The Principal objects of the Company is to carry out all kinds of insurance, guarantee and indemnity
business other than life insurance business.

SIGNIFICANT ACCOUNTING POLICIES AND OTHER RELEVANT INFORMATION:

The Company has adopted relevant International Financial Reporting Standards (IFRSs) with reference
to disclosures of accounting policies and notes to the financial statements.

Basis of Accounting:

The financial statements have been prepared on the basis of going-concern concept under historical cost
convention in accordance with International Financial Reporting Standards (IFRSs) .

Basis of Presentation:

The balance sheet has been prepared in accordance with the regulations as contained in part | of the
First Schedule and as per Form ‘A’ as set forth in part Il of that Schedule and the revenue account of
each class of general insurance business has been prepared in accordance with the regulations as
contained in part | of the Third Schedule and as per Form ‘F’ as set forth in part Il of that Schedule of the
Insurance Act, 2010. The Classified summary of the assets is prepared in accordance with Form "AA" of
part Il of the First Schedule of the said Act.

Reporting:
The financial statements of the Company covers 1 year from January 01, 2019 to December 31, 2019.
Going Concern:

The financial statements of the entity have been prepared by the management considering the entity as a
going concern and the entity is optimistic to continue its business operation for the foreseeable future.

Branch Accounting:

The Company has 51 branches without having any overseas branch up to the year end December 31,
2019. The financial statements of branches are maintained at the Head office level. Only Petty cash
books are maintained at the branch for meeting day to day expenses. During 2019 through the operation
of 52 offices (Including Head Office) the gross premium income earned by the Company was to
Tk.605,511,396 including Public Sector business of Tk 76,667,063 after ceding for re-insurance premium,
the net premium for the year amounted to Tk 417,581,024 and after charging direct expenses there from
the net underwriting profit stood at Tk 81,056,551.
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2.7 Statement of Cash Flows:

Statement of Cash Flows is prepared in accordance with IAS 7: "Statement of Cash Flows". The
Statement of Cash Flows shows the structure of and changes in cash and cash equivalents during the
financial year. Cash and Cash equivalents include notes and coins on hand, unrestricted balance held
with the commercial banks. It is broken down into operating activities, investing activities and financing
activities. The direct method is used to show the cash flows from operating activities. According to IAS 7:
"Statement of Cash Flows", Cash comprises cash in hand and cash equivalents are short term, highly
liquid investment that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value. Considering the provisions of IAS 7 and IAS 1, cash in hand, fixed
deposits and bank balances have been considered as cash and cash eaquivalents.

2.8 Fixed Assets:

Fixed Assets are stated at cost less accumulated depreciation as per IAS-16 "Property, Plant &
Equipment". The cost of acquisition of an asset comprises its purchase price and any directly attributable
cost of bringing the asset to its working condition for its intended use inclusive of inward freight, duties,
interest and non refundable taxes.

2.9 Depreciation on Fixed Assets:

Depreciation on tangible fixed assets are charged on diminishing balance method at rates varying from
2.5% to 30% depending on the estimated useful life of the assets. Depreciation on additions to fixed
assets are charged from the date of acquisition and depreciation is charged to the date of disposal of
assets. Gain or loss arising on the disposal or the retirement of asset is determined as the difference
between the sale proceeds and the carrying amount of the asset and recognised in the profit and loss
account.

2.10 Impairment of Assets:

As required by IAS-36 'Impairment of Assets' the Company carried out an impairment test at the end of
reporting period to ascertain impairment loss relating to an asset to recognise and disclose the same in
the financial statements. But no impairment loss has been arised in such test to recognise in the financial
statements.

2.11 Public Sector Business:

The Company's share of Public Sector business for 4 quarters for the period from 1st July, 2018 to 30th
June, 2019 received from Sadharan Bima Corporation and other insurance companies has been
incorporated in the Company's account for the year ended 31st December, 2019. This system of
accounting of public sector business is being followed consistently.

2.12 Statement of Changes in Equity:

The statement of changes in equity is prepared in accordance with IAS 1 "Presentation of Financial
Statements".

2.13 Revenue Recognition:

The revenue is recognized after satisfying the relevant condition for revenue recognition as provided in
IFRS 15: "Revenue from contracts with customers" in compliance with IFRS 4 "Insurance Contract".
Detailed income wise policy for revenue recognition is given as under:

a) Premium Income:

The total amount of premium earned on various classes of insurance business underwritten during the
year, the gross amount of premium earned against various policies, the amount of re-insurance
premium due to Sadharan Bima Corporation, the amount of re-insurance commission earned and the
amount of claims less re-insurance settled during the year have all been duly accounted for in the
books of account of the Company and while preparing the final statements of accounts, the effect of
re-insurance accepted and re-insurance ceded as well as the effect of total estimated liabilities in
respect of outstanding claims at the end of the year whether due or intimated have also been duly
reflected in the accounts in order to arrive at the net underwriting profit for the vear.
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b) Interest on Statutory Investments:
Interest on statutory investment is accounted for on accrual basis.
c) Gain or Loss on sale of Shares:

Gain or loss on sale of shares and dividend income during the year have been shown in the Profit and
Loss Account and the tax relief as well as the concession rate of tax as availed under the existing
income tax law have been given effect in the financial statements.

2.14 Management Expenses:

Management expenses as charged to Revenue Accounts amount of Tk. 192,044,019 (Note:20) is
approximately 28.15% of gross premium of Tk.682,178,459. The expenses have been apportioned
29.36% to Fire, 47.76% to Marine, 12.89% to Motor and 9.98% to Miscellaneous business as per
management decision. The management expenses of the Company remained within the prescribed limit

2.15 Risk Analysis:

Risk analysis for insurance business is difficult to estimate the uncertainty in taking and managing the risk
by chronological identification of unascertained risk, mitigating approach of risk and continuing efforts to
equate the risk at reasonable level. This, inter alia, includes

(a) Insurance Product Risk:
In non-life insurance business, the product selection is one of the important factors for the Company.
Product with less uncertainty with lower cost can facilitate to secure more risk coverage. Accordingly,
high risk is more relate to the capital strength and credit rating of the Company. Necessary provision for
un-expired risk @ 40% of net premium income on all business except marine Hull Insurance for which
provision have been made @ 100% on net premium income.

(b) Operational Risk:
This is in association of all departmental effort within the Company to ensure the sufficient coverage for
the uncertainty of particular policy selection. It varies in accordance with the nature of products offered to
the insured. Guideline for selection of offered product and monitoring the same are effective when fencing
the risk at the level of estimate.

(c) Strategic Market Risk:
This indicates to identify and quantify the inherent risk of the products for the insured in competitive
market. Product with low risk should be encouraged to minimize risk.

(d) Underwriting Risk:
This is involved in loss events coverable under contract or agreement with the insured and the volume or
size of the coverable loss. It relates to selection, pricing, monitoring and technical provision. However,
risk with excessive volume is jointly share by two or more insurers. In such circumstances, non-life
insurance business with different products has been carried out with approved guideline.

(e) Reinsurance Risk:
Reinsurance has an influence basing the capital strength and rating aspects. Treaty limit is outline by the
amount of risk, which can be ceded to other re-insurance. It depends on the nature of risk to be taken by
the Company. As such, technical provision has been estimated by way of covering the reasonable and
probable obligations with respect to claims for known or un-known uncertainty.

(f) Investment Risk:
This relates to market, credit and liquidity of the Company and as such, investments consist of assets
covering the technical provisions and shareholders’ equity. Accordingly, investment plan has been
designed in such manner to accommodate inherent risk.

(f) Liquidity Risk:
This indicates to pay the claim on demand and the Company needs to liquidate or convert assets to meet
the obligation as and when arise.

(f) Credit Risk:
The Company follows IDRA instructions with respect to issuing of policies, that is, policies were not
issued on credit.






