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Interalbanian sh.a.
Balance Sheet as at 31 December 2007

(amounts in Lek , unless otherwise stated)

Assets

Cash and cash equivalents
Term Deposits

Treasury Bills
Reinsurance assets
Prepaid income tax
Intangible assets, net
Tangible assets, net
Insurance receivables
Other assets

Total assets

Liabilities

Insurance liabilities for losses and loss adjustment

expenses
Unearned premium insurance liabilities
Catastrophe reserve

Claim payable

Other liabilities

Borrowings (current portion)

Total current liabilities
Borrowings (non current portion)
Total Liabilities

Shareholders’ equity

Share capital

Accumulated losses

Total shareholders’ equity

Total liabilities and shareholders’ equity

Notes
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31 December 2007

31 December 2006

15,306,791 9,816,489
382,252,840 138,491,588
17,450,108 30,000,000
2,783,500 6,899,157
564,872 300,000
1,775,941 2,239,396
41,336,174 27,783,639
54,128,961 28,811,932
27,694,612 22,758,904
543,293,799 267,101,105
40,811,641 24,851,620
163,746,133 95,792,220
18,522,894 6,000,000
- 9,195,770
34,409,444 14,520,839
- 2,305,437
257,490,112 152,665,886
- 6,192,304
257,490,112 158,858,190
296,216,000 125,000,000
(10,412,313) (16,757,085)
285,803,687 108,242,915
543,293,799 267,101,105

The balance sheet is to be read in conjunction with the notes to and forming part of the financial

statements set out on pages 6 to 27.



Interalbanian sh.a.

Statement of income for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

Gross written premium

Change in reserves for unearned premium
insurance liability

Net written premiums

Insurance premium ceded to reinsures
Reinsurers’ share of change in reserves for
unearned premium insurance liability
Reinsurance expenses

Net earned premiums

Foreign exchange losses

Financial expense

Financial income

Other income

Total revenues

Losses and loss adjustment expenses
Changes in catastrophe reserve and other reserves
Underwriting and policy acquisition costs
Administrative expenses

Total losses and expenses

Profit for the year

Income tax expense

Net profit for the year

Notes
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For the year ended
31 December 2007

For the year ended
31 December 2006

437,949,906 295,342,226
(67,953,913) (12,033,523)
369,995,993 283,308,703
(23,135,113) (29,785,326)

(3,952,769) 2,779,211
(27,087,882) (27,006,115)
342,908,111 256,302,588

(6,617,961) (752,696)

(746,668) (1,869,326)
13,405,244 7,566,347
320,043 632,960
349,268,769 261,879,873
(88,463,166) (71,728,216)
(12,522,894) (6,000,000)

(101,608,408) (39,749,293)

(137,394,402) (120,292,631)

(339,988,870) (237,770,140)

9,279,899 24,109,733

(2,935,128) -

6,344,771 24,109,733

The statement of income is to be read in conjunction with the notes to and forming part of the financial

statements set out on pages 6 to 27.



Interalbanian sh.a.

Statement of changes in equity for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

Accumulated

Share capital losses Total
As at 1 January 2006 125,000,000 (40,866,818) 84,133,182
Profit for the year - 24,109,733 24,109,733
As at 31 December 2006 125,000,000 (16,757,085) 108,242,915
Increase in paid up capital 171,216,000 - 171,216,000
Profit for the year - 6,344,771 6,344,771
As at 31 December 2007 296,216,000 (10,412,314) 285,803,687

The statement of changes in equity is to be read in conjunction with the notes to and forming part of the

financial statements set out on pages 6 to 27.



INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

h) Term deposits

Term deposits are stated in the balance sheet at the amount of principal outstanding and are
classified according to their maturities. Term deposits with maturities less than three months are
classified as cash equivalents, those with maturities between three to twelve months are classified as
investments in term deposits. Interest is calculated on an accrual basis and interest receivable is
reflected in other receivables.

i) Other receivable
Other receivable are stated at their costs less impairment losses (see accounting policy 2.j).

j) Impairment of financial instruments

At each balance sheet date the Company assesses whether there is objective evidence that financial
assets are impaired. Financial assets are impaired when objective evidence demonstrates that a loss
event has occurred after the initial recognition of the asset, and that the loss event has an impact on
the future cash flows on the asset that can be estimated reliably.

The Company considers evidence of impairment at both a specific asset and collective level. All
individually significant financial assets are assessed for specific impairment. All significant assets
found not to be specifically impaired are then collectively assessed for any impairment that has been
incurred but not yet identified. Assets that are not individually significant are then collectively
assessed for impairment by grouping together financial assets (carried at amortised cost) with
similar risk characteristics.

Objective evidence that financial assets are impaired can include default or delinquency by a debtor,
restructuring of a loan or advance by the Company on terms that the Company would not otherwise
consider, indications that a debtor will enter bankruptcy or other observable data relating to a group
of assets such as adverse changes in the payment status of borrowers or issuers in the group, or
economic conditions that correlate with defaults in the group. Provisions created for possible losses
are classified as a provision on the liabilities side of the balance sheet.

k) Tangible and intangible assets

Tangible and intangible assets are valued at acquisition cost and depreciation is calculated using the
reducing balance method over the estimated useful lives of the assets for furniture, computers and
equipments and the linear basis method for leasehold improvements and start-up expenses. Works
of art are not depreciated:

Rate per annum

Furniture 20%
Computers 25%
Equipment 20%
Leasehold improvements 5%

Start up expenses 15%



INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

1) Impairment of non financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exists then the
asset’s recoverable amount is estimated. An impairment loss is recognised if the carrying amount of
an asset or its cash-generating unit exceeds its recoverable amount. A cash-generating unit is the
smallest identifiable asset group that generates cash flows that largely are independent from other
assets and groups. Impairment losses are recognised in profit or loss.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its
fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset.

m) Borrowings

Interest bearing borrowings are recognized initially at cost, less attributable transaction cost.
Subsequent to initial recognition interest bearing borrowings are stated at amortized cost.

n) Share capital
Share capital is stated at cost.

0) Insurance premiums and costs

(i) Premiums

Insurance premiums represent underwriting policies on property, motor vehicles and health during
the period, regardless of the risk for the current accounting period or future periods. Premium
incomes are expressed gross of the policy acquisition cost and taxes.

(ii) Paid claims

Paid claims represent claims paid for motor vehicles and health during the reporting period and are
recognized as an expense when cash payments are made.

p) Expenses

(i) Operating lease payments

Payments under operating leases are recognized in the income statement on a straight-line basis
over the term of the lease. Lease incentives received are recognized in the statement as an integral
part of the total lease expense.

(i) Net financing costs

Net financing costs comprise interest payable on borrowings calculated using the effective interest
rate methods and are recognised in the income statement.
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INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
q) Employee benefits

(i) Compulsory social security contributions

The Company makes only compulsory social security contributions that provide pension benefits
for employees upon retirement. The respective social insurance authorities are responsible for
providing the legally set minimum threshold for pensions under a defined contribution pension
plan. The Company’s contributions to the benefit pension plan are charged to the income statement
as incurred.

(ii) Paid annual leave

The Company recognizes as a liability the undiscounted amount of the estimated costs related to
annual leave expected to be paid in exchange for the employee’s service for the period completed.

r) Policy acquisition costs

Acquisition costs are defined as the costs arising on the acquisition of new insurance contracts,
including direct costs, such as acquisition commissions and the cost of drawing up the insurance
document, and apportioned administrative expenses connected with processing of proposals and
issuing of policies. Bonuses and other premises to the employees related to the acquisition of new
contracts are included in acquisition costs. Policy acquisition costs are expensed as incurred.

s) Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases are charged to the
income statement on a straight-line basis over the period of the lease.

t) Taxation

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted at
the balance sheet date.

u) Comparatives
Certain comparatives have been reclassified to conform to the current year presentation.
v) Correction of prior period errors

In accordance with the relevant accounting legislation prior period errors are corrected
prospectively and in those accounting periods when they arise.
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INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

3. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of the following:

31 December 2007

31 December 2006

Cash at banks in lek 7,612,052 2,897,179
Cash at banks in foreign currency 7,558,702 6,381,504
Cash on hand 136,037 537,806
Total 15,306,791 9,816,489
Cash and cash equivalent at banks in foreign currency as at 31 December 2007 consisted of the
following;
31 December 2007 31 December 2006
EURO 7,088,845 5,936,046
US Dollar 469,857 445,458
Total 7,558,702 6,381,504

4. TERM DEPOSITS

The breakdown of term deposits with maturities of 1, 3, 6 and 12 Months by banks is as follows:

31 December 2007

31 December 2006

Tirana Bank 72,101,000 13,832,134
American Bank of Albania 68,183,364 48,219,690
Emporiki Bank 67,647,600 17,972,050
National Commercial Bank 49,761,863 1,000,000
National Bank of Greece 40,187,400 3,715,500
Alpha Bank 36,247,300 5,648,400
Union Bank 17,658,100 -
Credins Bank 8,500,001 10,127,529
Raiffeisen Bank 5,500,000 5,500,000
Banka Popullore 5,000,000 20,247,485
Italian Albanian Bank 4,159,712 4,359,800
United Bank of Albania 4,144,500 4,707,000
International Commercial Bank 3,162,000 3,162,000
Total 382,252,840 138,491,588

Term deposits with financial institutions have a maturity of 1, 3, 6 and 12 Months and comprise the

following foreign currency deposits as at 31 December 2007, with the respective interest range:

31 December 2007 % Range 31 December 2006 % Range
EURO 275,425,564 3.7-4.8 48,389,434 1.85-2.25
US Dollar 15,815,412 3.5-4.7 14,215,140 2.4-40
LEK 91,011,864 5-7.6 75,887,014 3-8.50
Total 382,252,840 138,491,588

12



INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

4. TERM DEPOSITS (continued)

In accordance with the article 98 point 7 of the law “On the Activity of Insurance, Reinsurance and
Intermediary in Insurance and Reinsurance” no. 9267 dated 29 July 2004 in the Republic of Albania
and the instruction 11 of the Minister of Finance dated 25 March 2006, term deposits amounting
Lek 252,825 thousand (2006: Lek 70,402 thousand) are restricted to the daily activities of the
Company unless authorized from the Authority. These deposits in amount of Lek 252,825 thousand
(2006: Lek 70,402 thousand) are used to cover the balance of the required guarantee fund.

5. TREASURY BILLS

31 December 2007 31December 2006

1 year treasury bills at nominal value 17,557,732 30,000,000
Total at nominal value

Unamortized discount on purchase (107,624) -
Total 17,450,108 30,000,000

Treasury bills are held with Bank of Albania, with an annual maturity expiring on 1 February 2008
(2006: 7 February 2007) and an effective fixed interest rate of 7.8 % (2006: 6.6%). These Treasury
Bill investments are used to support the investment of the required guarantee fund.

6. REINSURANCE ASSETS

31 December 2007 31December 2006

Movement in insurance reserve

Balance at the beginning of the year 6,179,000 3,399,789
Change for the year (3,952,769) 2,779,211
Balance at the end of the year 2,226,231 6,179,000
Receivable from the reinsurance 557,269 720,157
Total 2,783,500 6,899,157

The Company cedes insurance premiums and risks in the normal course of business for property,
health lines of business (also refer to note 19) in order to limit the potential for losses arising from
longer and more severe claims exposure. Such reinsurance includes both facultative and treaty
basis, excess of loss and quota share. The Company cedes insurance to other companies and these
reinsurance contracts do not relieve the Company from its obligations to policyholders. Thus a
credit exposure exists with respect to reinsurance ceded to the extent that any reinsurer is unable to
meet the obligations due under the reinsurance agreements. The Company does not hold collateral
under its reinsurance agreements.

13



INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

7.

INTANGIBLE ASSETS

Intangible assets consist of start up expenses.

Start up
Cost
At 31 December 2006 3,089,700
Additions -
At 31 December 2007 3,089,700
Accumulated Depreciation
At 31 December 2006 (850,304)
Charge for the year (463,455)
At 31 December 2007 (1,313,759)
Net carrying value
At 31 December 2006 2,239,396
At 31 December 2007 1,775,941

As of 31 December 2004 the company presented as a receivable the guarantee deposit for bureau of
motor vehicles which is a one off contribution that any non life insurance company is required to
have upon their establishment. During 2006 the management reassessed the economic benefits that
this asset bears and has corrected the financial statements by reclassifying this deposit as an
intangible asset. The correction was prospectively done in accordance with the accounting
legislation.
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INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

8. TANGIBLE ASSETS, NET

Furniture and Leasehold

Equipment Computers improvement Vehicles  Art Works Total
Cost
At 31 December 2006 16,751,262 7,599,991 2,002,331 14,010,799 60,000 40,424,383
Additions 2,533,266 7,024,368 - 11,462,614 61,350 21,081,598
Disposals - - - (520,000) (520,000)
At 31 December 2007 19,284,528 14,624,359 2,002,331 24,953,413 121,350 60,985,981
Accumulated Depreciation
At 31 December 2006 (5,347,526) (2,603,235) (166,632) (4,523,350) - (12,640,744)
Charge for the year (2,408,754) (2,166,769) (100,116) (2,564,536) - (7,240,175)
Disposals - - - 231,112 231,112
At 31 December 2007 (7,756,280) (4,770,004) (266,748) (6,856,774) - (19,649,807)
Net carrying value
At 31 December 2006 11,403,736 4,996,756 1,835,699 9,487,449 60,000 27,783,640
At 31 December 2007 11,528,248 9,854,355 1,735,583 18,096,639 121,350 41,336,174

The tangible assets as of 31 December 2007 are not pledged to any third party including Banks that have provided borrowing.



INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

9. INSURANCE RECEIVABLES
Insurance receivables relates to insurance police subscribed, but not collected.
10. OTHER ASSETS

31 December 2007  31December 2006

Accrued interest and prepaid expenses 7,033,979 903,225
Bureau of Motor Vehicles compensation

fund 6,798,921 6,730,006
Prepayments to Vehicles Insurance

Agency 4,475,989 4,475,989
Advances 3,797,633 7,118,203
Inventory 2,902,523 2,166,743
Other assets 1,383,076 101,148
Reinsurance guarantee 531,925 604,118
Rent guarantee deposit 420,000 569,472
Foreign exchange differences 231,134 -
Prepaid expenses 119,432 90,000
Total 27,694,612 22,758,904

Advances are cash advanced to the Company Branch Managers utilized for the daily
administrative activities. Guarantee deposit and compensation fund represents restricted cash
for use of Bureau of Motor Vehicles in accordance with specific instructions from the Ministry
of Finance. Reinsurance Guarantee represents a guarantee paid to Coris International for an
amount of Lek 531,925 (2006: Lek 604,118).
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INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

11. INSURANCE LIABILITIES FOR LOSSES AND LOSS ADJUSTMENT EXPENSES

31 December 2007 31 December 2006

As at beginning of the period

Gross insurance liabilities for losses and

loss adjustment expenses 24,851,620 9,918,909
Reinsurance recoverable - -
Net insurance liabilities for losses and

loss adjustment expenses 24,851,620 9,918,909
Losses and loss adjustment expenses

incurred 88,463,166 71,728,216
Losses and loss adjustment expenses paid (72,503,145) (56,795,505)
Gross insurance liabilities for losses and

loss adjustment expenses 40,811,641 24,851,620

31 December 2007 31 December 2006
Paid losses and loss adjustment expenses 72,503,145 56,795,505
Ceded losses and loss adjustment expenses - -
Closing reinsurance share - -

Closing gross 40,811,641 24,851,620
Opening net (24,851,620) (9,918,909)
88,463,166 71,728,216

Significant delays occur in the notification of claims and a substantial measure of experience
and judgment is involved in assessing outstanding insurance liabilities, the ultimate costs of
which cannot be assessed with certainty as at the balance sheet date. The insurance liabilities for
losses and loss adjustment expenses are determined on the basis of information currently
available; however, it is inherent in the nature of the business written that the ultimate liabilities
may vary as a result of subsequent developments. Insurance liabilities for losses and loss
adjustment expenses can be broken-down also as follows:

31 December 2007

Losses and loss Losses and loss Losses and loss

adjustment adjustment adjustment expenses

expenses incurred expenses paid incurred, net

Motor vehicles 90,001,262 (62,045,272) 27,955,990

Property 12,259,668 (9,292,702) 2,966,966

Health 1,107,423 (1,107,423) -

Guarantees 9,946,433 (57,748) 9,888,685

Total 113,314,786 (72,503,145) 40,811,641
31 December 2006

Losses and loss Losses and loss Losses and loss

adjustment adjustment adjustment expenses

expenses incurred expenses paid incurred, net

Motor vehicles 64,672,735 (41,717,465) 22,955,270

Property 610,959 (610,959) -

Health 771,630 (457,906) 313,724

Guarantees 15,591,801 (14,009,175) 1,582,626

Total 81,647,125 (56,795,505) 24,851,620
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INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

12. UNEARNED PREMIUM INSURANCE LIABILITY

Unearned premium reserve by product is comprised as follows:

31-Dec-07  Changein 31-Dec-06
period
Motor vehicles 126,964,938 55,507,951 71,456,987
Property 30,642,352 11,354,133 19,288,219
Health 3,327,926 406,696 2,921,230
Guaranties 2,572,657 782,047 1,790,610
Other 238,260 (96,914) 335,174
Total 163,746,133 67,953,913 95,792,220

On 27 March 2008 the Authority Board has approved the sufficiency of insurance liabilities
disclosed in note 11, 12 and 13 to these financial statements.

13. CATASTROPHE INSURANCE LIABILITY AND OTHER RESERVES LIABILITES

This reserve was created as at 31 December 2007, as a requirement imposed by the Authority in
order to cover potential future losses arising from catastrophic events. During 2007 the
company has created a catastrophe reserve in amount of Lek 10,000,000 (2006: 6,000,000).

Also in 31 December 2007 as per Ministry of Finance requirements and with approval of the
Authority the company has created the Compensation Fund Reserve with Lek 8,522,894 (2006:
0).

CLAIM PAYABLE

On August 20, 2006, the company signed a reimbursement claim agreement with Banka
Popullore in respect of a guarantee certificate issued from Interalbanian sh.a to Meridian Food
sh.p.k, a borrower of Banka Popullore in an amount of Lek 11,500,000. In accordance with
claim payment agreement an interest rate of 12% is applicable and the payment will be made in
12 equal installments, starting from 30 September 2006. On 12 September 2007 the company
has paid in full this liability.

15. OTHER LIABILITIES

14.

31 December 2007 31December 2006
Trade payables 16,309,703 5,297,067
Personnel expenses 7,820,355 941,586
VAT payable 6,556,911 3,740,163
Social insurance 1,151,702 668,386
Personal income tax 1,030,103 624,727
Due to Insurance Supervisory Authority 580,684 402,626
Withholding tax 434,930 592,554
Due to shareholders 401,289 401,289
Other 123,767 441,934
Due to Member of Supervisory Council - 1,410,507
Totali 34,409,444 14,520,839
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INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

16.

17.

BORROWINGS

Borrowings are as follows:

31 December 2007 31 December 2006

Non Current portion
Banka Popullore-refer to (b) below - 6,192,304
Total - 8,497,741

On 8 February 2005, the Company signed a credit agreement and obtained a fixed installment
loan of LEK 12,000,000 from Banka Popullore. This loan bears annual interest at the rate of
13.47% and is repayable in 5 years. The loan is fully repaid on 8 June 2007.

SHARE CAPITAL

The Company’s subscribed capital is Lek 296,216 thousand (2006: Lek 125,000 thousand)
divided into 29,621 shares with a nominal value of 10,000 LEK. On 2 February 2007, the
General Extraordinary Assembly approved the share purchase agreement (agreement).
Referring to this agreement the company’s actual shareholders’ agreed to sell 51% of the owned
quotas in proportional basis to ASPIS Holding Public Company Limited (“buyer”), a subsidiary
of ASPIS PRONIA Group, created as a limited liability company, that is organized and operates
under the laws and regulations of the Cyprus Republic, having an insurance activity in Greece,
Cyprus, Germany, and Swedish.

During the year the shareholders have increased the company’s paid in capital in May 2007 and
September 2007. At 31 December 2007 the shareholders’ balance is as follows:

31 December 2007 31 December 2006

In % In amount In % In amount
Aspis Group 51.00% 151,070,160
Filip Ngjela 24.40% 72,276,704 50% 62,500,000
Bardhyl Minxhozi 10.00% 29,621,600 20% 25,000,000
Elvana Cara 480% 14,218,368 10% 12,500,000
Tonin Troge 480% 14,218,368 10% 12,500,000
Hektor Muca 5.00% 14,810,800 10% 12,500,000
Total 100 296,216,000 100 125,000,000

The above mentioned shares were registered in the National Registration Center (“Qendra
Kombetare e Regjistrimit” or “QKR”) on 18 December 2007.
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INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

18. GROSS WRITTEN PREMIUMS

Gross written premiums by insurance product are comprised as follows

For the year ended
31 December 2007

For the year ended
31 December 2006

Motor vehicles 330,364,177 206,994,389
Property 71,150,420 53,300,053
Health 24,811,516 19,679,730
Contract guarantees 10,928,621 14,568,673
Other 695,172 799,381
Total 437,949,906 295,342,226

Other premiums mainly include insurances policies of named 3A with Casco, property and

health features.

19. PREMIUMS CEDED TO REINSURERS

For the year ended
31 December 2007

For the year ended
31 December 2006

Property 17,868,800 18,179,105
Motor third part liabilities 3,943,706 6,145,250
Aircraft Hull and Marine 690,353 2,641,814
Cash in Safe/Cash in Transit - 2,515,716
Other 632,254 303,441
Total 23,135,113 29,785,326

Other premiums ceded relates mainly to health business segment.

20. INVESTMENT INCOME

For the year ended
31 December 2007

For the year ended
31 December 2006

Interest income from time deposits 12,051,991 5,849,085
Interest income from treasury bills 1,312,352 1,680,728
Interest income from current

accounts 40,901 36,534
Total 13,405,244 7,566,347

21. UNDERWRITING AND POLICY ACQUISITION COSTS

For the year ended
31 December 2007

For the year ended
31 December 2006

Agent commissions on voluntary

premiums earned 39,618,880 11,524,941
Agent commissions on obligatory

premiums earned 26,394,419 17,654,139
Intermediary (agents) Payments 19,861,233 3,378,533
Other 13,628,881 5,990,576
Purchase of policies 1,638,258 1,201,104
Coinsurance 466,737 -
Total 101,608,408 39,749,293




INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

22. ADMINISTRATIVE EXPENSES

For the year ended
31 December 2007

For the year ended
31 December 2006

Personnel expenses (note 23) 44,748,831 48,470,733
Advertising and publications 29,651,595 14,861,124
Utilities and rent 15,934,846 15,842,421
Telephone and postage 12,534,201 13,296,299
Depreciation and amortization 7,703,630 7,148,205
Services from third parties 6,816,684 2,777,843
Receptions and donations 5,144,030 1,703,253
Office supplies 3,256,511 2,466,518
Travel and per-diems 3,157,463 3,098,496
Maintenance and repairs 2,295,436 1,522,760
Fuel and transport 2,022,496 2,806,438
Penalties 1,501,600 -
Banks Commissions 950,619 523,960
Local taxes paid 706,175 527,690
Board remuneration 671,670 5,236,870
Loss on disposals of fixed assets 288,889 -
Other 9,726 10,021
Total 137,394,402 120,292,631

23. PERSONNEL EXPENSES

For the year ended
31 December 2007

For the year ended
31 December 2006

Salary 35,492,006 37,339,862
Social contribution 7,431,915 7,065,093
Bonuses 1,824,910 4,065,778
Total 44,748,831 48,470,733
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INTERALBANIAN Sh.a.

Notes to the financial statements for the year ended 31 December 2007

(amounts in Lek , unless otherwise stated)

24. INCOME TAX EXPENSE

For the year ended
31 December 2007

For the year ended
31 December 2006

Profit before tax 9,279,899 24,109,733
Non deductible expenses
Travel expenses 261,302 362,586
Representation expenses 2,589,719 1,085,008
Printing and office supplies 82,883 168,254
Administrative expenses 320,969 315,863
Penalties 1,501,600 -
Sponsorship 619,266 -
Other 20,000 347,074
5,395,739 2,278,785
Taxable profit 14,675,638 26,388,518
Retained losses - (37,210,648)
Net taxable income/(losses) 14,675,638 (10,822,130)
Tax on profit@20% (2006: 20%) 2,935,128 -

In accordance with the Albanian fiscal law, losses can be carried forward for a maximum
period of three years. Based on the article 27 Law no 8438 date 28 December 1998 “For
Income Tax” and the document no 2708/1 date 26 March 2008 of the General Tax Directory
the company has not carried forward the losses for fiscal purposes as during 2007 a portion of
more than 25% of the share capital was sold to a 3rd party (refer to note 17). Based on fiscal
regulations the tax rate applicable for 2007 is 20% (2006: 20%). Tax declarations are
documented each year, but taxable profits are not revised until tax authorities inspect the
declarations and the records of the taxpayer and a final assessment is issued.
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25. FINANCIAL AND INSURANCE RISK MANAGEMENT

Currency risk

The Company operates in one geographical segment and undertakes transactions in both Lek
and foreign currencies. Currency risk in the investment portfolio is managed using
assets/liabilities matching principles. The Company has not entered into any forward exchange
or embedded derivative product transactions as at 31 December 2007 and 2006.

Interest rate risk

Interest rate risk is comprised of the risk that the value of a financial instrument will fluctuate
due to changes in market interest rates and the risk that the maturities of interest bearing assets
differ from the maturities of the interest bearing liabilities used to fund those assets. The length
of time for which the rate of interest is fixed on a financial instrument therefore indicates to
what extent it is exposed to interest rate risk. The assets and liabilities of the Company carry
market interest rates.

Credit risk

In the normal course of its business as premiums are received, these funds are invested to pay
for future policy holder obligations. The Company is exposed to credit risk on its debts
securities-held to maturity, term deposits and reinsurance counterparties. The Company has
established internal procedures and guidelines where the reinsurance partners should have
ratings of BBB+ or higher, if the retention of the reinsurer is higher than 10% and the risk is
monitored by the reinsurance personnel. The Company manages its exposure to credit risk on a
regular basis by closely monitoring its exposure to debt securities and terms deposit
counterparties.

Liquidity risk

Liquidity risk is moderately inherent to Company’s business as certain assets purchased and
liabilities sold could have liquidity characteristics that are specific. If the Company would
require significant amounts at short notice in excess of normal cash requirements it may face
difficulty in obtaining attractive prices. Nevertheless, the Company has insignificant borrowings

as at 31 December 2006 and no borrowing as at 31 December 2007 and monitor its liquidity on
a daily basis in order to manage its obligations when they fall due.

Regulatory capital

The Company’s lead regulator, AFSA, sets and monitors capital requirements for the Company.
In implementing current capital requirements the Authority requires the Company to maintain a
prescribed ratio of total capital to total risk-weighted assets.

Changes in governmental regulations in the business segments in which Interalbanian operates
may affect profitability.

The insurance business is subject to comprehensive and developing supervision in Albania. The
primary purpose of such regulations is to protect policyholders. Changes in existing insurance
laws and regulations may affect the way in which Interalbanian conducts its business and the
products offered. Additionally, the insurance laws or regulations adopted and amended from
time to time may be more restrictive or may result in higher costs than current requirements.
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25. FINANCIAL AND INSURANCE RISK MANAGEMENT

Insurance Risk

The Company is exposed to actuarial and underwriting risk arising from a range of products
offered to customer: participating in all lines of non-life products (property, accident and health,
motor vehicle, third party liability and transport).

Insurance risk relates to the uncertainty of the insurance business. The most significant
components of insurance risk are the premium risk and the reserve risk. These concern the
adequacy of insurance premium rate levels and the adequacy of provisions with respect to
insurance liabilities and the capital base. Premium risk is present when the policy is issued
before any insured event has happened. The risk is that expenses and incurred losses will be
higher than the premium received. Reserve risk represents the risk that the absolute level of the
technical provisions is misestimated or that the actual claims will fluctuate around the statistical
mean value. Non-life underwriting risk includes also catastrophe risk, which streams from
irregular events that are not sufficiently covered by premium and reserve risk.

Management of risks

The Company manages its insurance risk through underwriting limits, approval procedures for
transactions that involve new products or that exceed set limits, pricing, product design and
management of reinsurance. The Company underwriting strategy seeks diversity to ensure a
balanced portfolio and is based on a large portfolio of similar risks over a number of years
which reduces the variability of the outcome. Most of non-life contracts are annual in nature
and the underwriters have the right to refuse renewal or to change the terms and conditions of
the contract at renewal or during the cover period by endorsements.

The Company reinsures a portion of the risks it underwrites in order to control its exposure to
losses and protect capital resources. The Company buys a combination of proportionate and
non-proportionate reinsurance treaties to reduce the net exposure for an individual risk to less
than Lek 28,580 thousand (EUR 234 thousand). For all risks that are higher than 10% of the net
capital the company buys facultative reinsurances.

Ceded reinsurance contains credit risk and such reinsurance recoverable is reported after
deductions for known uncollectible items. The Company monitors the financial condition of
reinsurers and enters into reinsurance agreements with BBB+ graded reinsurers, if the retention
of the reinsurer is higher than 10%. The rate of the reinsurance companies is classified as per
rating institution like Standard & Poor’s, AM Best, Fitch Raitings or Moody’s.

Concentration of insurance risk

A key aspect of the insurance risk faced by the Company is the extent of concentration of
insurance risk, which determines the extent to which a particular event or series of events could
impact significantly upon the Company’s liabilities. Such concentrations may arise from a
single insurance contract or through a number of related contracts where significant liabilities
could arise. An important aspect of the concentration of insurance risk is that it could arise from
the accumulation of risks within a number of different insurance classes.

Concentrations of risk can arise in low frequency, high-severity events such as natural disasters;
in situations where the Company is exposed to unexpected changes in trends, for example,
unexpected changes in human mortality or in policyholder behaviour; or where significant
litigation or legislative risks could cause a large single loss, or have a pervasive effect on many
contracts. The risks underwritten by Company are located in the Republic of Albania. The
management believes that the Company has no significant concentration of exposure to any
group of policyholders measured by social, professional, age or similar criteria. The greatest
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26.

27.

likelihood of significant losses to the Company arises from catastrophe events, such as flood,
damage, storm or earthquake damage.

COMMITMENTS AND CONTINGENT LIABILITIES
Legal

In the normal course of business the Company is presented with legal claims other than
insurance; the Company’s management is of the opinion that no material losses will be incurred
in relation to legal claims outstanding at 31 December 2007.

Lease commitments

The Company has entered into lease commitments primarily for its branches. Such
commitments for the years ended 31 December 2007 and 2006 are composed as follows:

31 December 2007 31 December 2006

Not later than 1 year 474,942 776,426
Later than 1 year and not later than 5 years 474,942 730,243
Total 949,884 1,506,669

RELATED PARTIES

The Company has a related party relationship with its Directors and Executive officers. A
summary of related party transactions including Directors and Executive officers remuneration
are as follows:

For the year ended For the year ended
31 December 2007 31 December 2006
Assets at end of year 897,556 314,071
Liabilities at end of year 307,626 1,410,507
Income for year ending - -
Expenses for the year ending 9,019,404 13,131,440
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28. SOLVENCY MARGIN IFORMATION

Assets covering the technical reserve for the year ended 31 December 2007 and 2006 comprise

the following:

31 December 2007

% coverage of

insurance liabilities Coverage Amount

Cash and cash equivalent (refer to note 3)

Term Deposits (refer to note 4)
Tangible assets (refer to note 8)
Insurance receivables (refer to note 9)
Reinsurance assets (refer to note 6)
Total

80 12,245,433
33 129,426,875
80 33,068,939
85 46,009,617
100 2,783,500

223,534,364

31 December 2006

% coverage of

insurance liabilities Coverage Amount

Cash and cash equivalent (refer to note 3)

Term Deposits (refer to note 4)
Tangible Assets (refer to note 8)
Insurance receivables (refer to note 9)
Reinsurance assets (refer to note 6)
Total

100 9,816,489
40.5 68,491,588
100 27,783,639
60 17,289,619

100 6,899,157
127,990,873
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28. SOLVENCY MARGIN IFORMATION (CONTINUED)

Premium based method

For the year ended 31 December 2007

a) Requested solvency margin
Period ended 31 December 2007 al
Income from insurance premiums
Income from reinsurance premiums
Taxes
Total

Gross written premiums uncertainty coefficient bl

Requested solvency (al*bl) 437,949,906 Lek*0.18=

b) Current solvency level:
Paid Share capital
Y of unpaid share capital
Legal and statutory reserves
Retained earnings
Hidden plusvalues
Intangible assets

Total
Current solvency level:

Note
18

17

7

284,027,746 LEK

437,949,906

437,949,906

437,949,906

0.18
78,830,983

296,216,000

(10,412,313)

(1,775,941)

284,027,746

Premium based method

For the year ended 31 December 2007

a) Requested solvency margin
Period ended 31 December 2007 al
Income from insurance premiums
Income from reinsurance premiums
Taxes
Total

Gross written premiums uncertainty coefficient bl

Requested solvency (al*bl) 295,342,226 Lek*0.18=

b) Current solvency level:
Paid Share capital
Y of unpaid share capital
Legal and statutory reserves
Retained earnings
Intangible assets

Total
Current solvency level:

Note
18

17

106,003,520 LEK

295,342,226

295,342,226

295,342,226

0.18
53,161,601
125,000,000

(16,757,084)

(2,239,396)

106,003,520
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29. POST BALANCE EVENT

(i) Share Capital

As at 23 March 2008, the Extraordinary Shareholders’ Assembly has decided to increase the
share capital of the Company with Lek 100,000 thousand (EUR 813 thousand) by issuing new
shares.

(i) Change of tax legislation

Effective from 1 January 2008 there are certain amendments to the Income Tax Law that have
been already published and enacted. With the amendments, the Republic of Albania introduced
a flat rate system of Income Tax being 10%.

Effective from 3 February 2008 the Council of Ministers has issued a decision nr. 96 date 3
February 2008 “On the assets covering the technical and mathematical reserves, and the
investments of the insurance companies”. The decision prescribes the ratios and limits that any
insurance companies should comply with covering the technical reserve. Also the decision gives
time to insurance companies that do not comply with the prescribed limit to meet those limit
within 31 March 2008. At the date of the release of these financial statements the Company has
complied with respective amendment.

On 26 February 2007, an addendum nr.9685 to the Insurance Law was approved requiring that
any new non life insurance company should have a guarantee fund of at least 370 Million Lek.
Also it requires that any non insurance companies already established by the date of addendum
should meet the required limits as per following timings:

up to 185 Million Lek not later than 1 May 2007;

up to 270 Million Lek not than 30 September 2007; and

up to 370 Million Lek not later than 31 March 2008.

At the date of the release of these financial statements the Company has met imposed limits of 370
Million Lek.

(iit) Other
The management of the Company is not aware of any other events after the balance sheet date
that would require either adjustment or additional disclosures in the financial statements.
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