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PAKISTAN INSURANCE CORPORATION
KARACHI

Report by the Board of Directors for the year
ended 3Ist December, 1965

To the Shareholders,

Your Directors are pleased to present the Revenue Accounts, the Profit and Loss
and the Profit & Loss Appropriation Accounts for the year ended 31st December, 1965
and the Balance Sheet as on 3Ist December, 1965 together with the Report of the
Auditors thereon.

The following summary of the accounts will be of assistance in appreciating thoe
results achieved during the year :—

Revenue Accounts:

Fire Marine Miscellaneous T'D_IEI__
(in lakhs of rupees)
1964 1965 1964 1965 1964 1965 1964 1965
Gross Premium 260,92 291.72 248.97 282.05 164.66 192.22 674.55 77298
Retrocession Premium  162.86 163.42 140.29 155.67 11209 121.43 415.24 440,52
Net Premium 98.06 128.30 108.68 126.38 52.57 77.79 259,31 332.46
Net Commission 34.87 53.53 30.70 34.54 17.58 25.15 83.15 113,22
Net Claims incurred 42.75 53.99 53.21 91.26 24.39 42.406 120.35 187.71
Expenses of
Management 3.90 4.04 3.73 3.91 2.46 2.76 10.09 10.70
Premium Reserve
Adjustment 14.18 15.95 19.02 12.00 4.48 11.17 37.68 39.12
Exceptional Loss
Reserve Adjustment = — — (=) 20.00 — — — {—) 20,00
Underwriting Profit 2.36 0.79 2.02 4.67 3.66 (—) 3.75 8.04 1.71

You will observe from the accounts that whereas the Gross Premium of the
Corporation has increased by Rs. 98.43 lakhs i. e. 14,599, the net retained premium has
gone up by Rs. 73.15 lakhs i, e. 28.219 despite the increase of reciprocity to companies
in Pakistan. The Corporation has continued to review its business methods by
reducing its retrocessions abroad to the minimum and has also sueceeded in securing an
increasing volume of reinsurance business from developing Asian and African countries.
This has resulted in conserving foreign exchange for the country and is an indication
that the Corporation is functioning as a progressive reinsurance organisation.

The basis of Premium Reserve allocation has been maintained at the last year’s
level of 509, of the net premium upto the amount arrived at by increasing the last
year's net premium by 209, and at 40%, of the residual net premium. The Premium
Reserve has thus been augmented by Rs. 39.12 lakhs during the vear.

You are aware that the year 1965 has proved to be an unfavourable year for
the insurance industry in Pakistan in the matter of claims ex perience, thanks largely to
certain extraordinary losses in marine and aviation and to the war foreed on Pakistan
by India’s wanton attack on our borders in September, 1965. Againgt an increase of
28.219; in retained premium of the Corporation there was an increase of 55.97 % In the
claims ratio over 1964 which may be attributed mainly to the following : —-

l. An unprecedented cyclone which lashed East Pakistan in May, 1965
resulting in several total and general average losses in addition to many
other marine losses,

Lo

Capture of Pakistani Ships and Cargo by India during the September War,

3. Three catastrophic losses in the Aviation Department pertaining to the PIA
fieet involving one Boeing 720B, one Fokker 127 and one D(.3.

The Marine Department was the worst sufferer in as much as against an increase
of 16.29%, in the retained premium there was an increase of 7T1.5] % in the claims
over 1964.




It s an index of the financial strength of your Corporation that it was able to
meet the exceptional losses of 1965 not only without any impairment of its total
reserves but with a substantial overall addition to these reserves.

The losses due to war cannot be treated as usual Marine losses of the country.
Such losses are intended to be met out of the Exceptional Loss Reserve which has been
created for such extraordinary events. Accordingly, a sum of Rs. 20 lakhs has been
transferred back from the Exceptional Loss Reserve to the Marine Department, to meet
losses incurred due to capture and seizure of the Pakistani Ships and Cargo.

Underwriting Profit:

The year ended in an overall underwriting profit of Rs. 1.72 lakhs inspite of the
heavy financial charge of Rs. 39.12 lakhs for the conventional Premium Reserve but
after taking credit of Rs. 20 lakhs from the Extraordinary Loss Reserve.

Profit & Loss Account:

The Profit and Loss Account after accounting for income from investments and
other sources and allowing for outgo on various accounts not allocable to any revenue
account discloses a profit of Rs. 23,33,761.60 as shown below :—

Underwriting Profit. Rs. 1,71,651.89
Income from Investment & other sources. Rs. 22,32,324.81
Rs.  24,03,976.70

Miscellaneous outgo. vai Rs. 70,215,10
Rs.  23,33,761.60

Profit & Loss balance brought forward from 1964, ... Rs. 5,19,674.11
Rs. 28,53,435.71

Dividend for 1964 paid Rs. 4,99,675.00

National Defence Fund. Rs. 5,00,000.00 Rs. 9,99,675.00

Amount Available for disposal 18,63,760.71

which has been appropriated

as under :

Exceptional Loss Reserve, Rs. 12,00,000,00

Reserve for Taxation. Rs. 1,50,000,00 Rs. 13,50,000.00

Balance Available for dividend and
to be carried forward. Rs. 5,03,760.71

Balance Sheet:

The Corporation’s financial and underwriting reserves which are accumulating
satisfactorily stand as under :—

(a) Paid-up Capital Rs.  50,00,000.00
(b) Financial & other Reserves :

Exceptional Loss Reserve. Rs,  59,00,000.00

(General Reserve. Rs.  13,00,000,00

Reserve for Taxation. Rs. 10,50,000.00

Reserve for Bad and Doubtful

Debts. - Rs. 1,60,000.00 Rs. 84,00,000.00

(¢) Technical Reserves:

Premium Reserve Rs. 1,63,69,761.00
Reserve for outstanding losses  Rs. 87,76,880.71 Rs. 2,51,46.641.71

Total Reserves & Capital. Rs. 3,85,46,641,71




The investments of the Corporation at the end of 1965 amounted to
Rs. 3,10,40,276.73. The break-up of these investments is as follows :—

Govt. Loans, Bonds and Certificates. Rs. 73.65 lakhs
Debentures. Rs. 24.61 lakhs
Shares of semi-Govt. institutions. Rs. 41.46 lakhs
Shares of Joint Stock Companies. Rs. 13171 lakhs
Shares of Insurance Companies Rs. 26.48 lakhs
Building. Rs. 6.97 lakhs
Land for buildings ete. at Dacca, Islamabad and Karachi. Rs. 5.52 lakhs

Total ... Rs. 310.40 lakhs

The administration of the War Risks Insurance Schemes promulgated under the
War Risks Insurance Ordinance 1965 (XXVI of 1965) by the Central Government was
entrusted to the Corporation during the year. The Insurance Companies were appointed
agents under the Ordinance for collention of premium and the Corporation was made
responsible for maintaining accounts and settling claims and looking after day-to-day
implementation of the Ordinance and the Rules framed thereunder. A separate cell
has been created in the Corporation for this purpose. The War Risks TInsurance
Schemes were discontinued with effect from 1st March 1966 but a considerable amount
of work still remains in connection with settlement of claims and collection of arrears
of premium.

The Indian Insurance Companies (Eighteen in num ber) which became enemy
firms on the declaration of war are being managed by the Corporation in accordance
with the provisions of the Defence of Pakistan Rules 1965 and the Enemy Property
(Custody and Registration) Order 1965. The Managing Director of the Corporation
has been appointed as Deputy Custodian of Enemy Insurance Companies under Section
182 of Defence of Pakistan Rules 1965. The Indian Companies being managed by the
Corporation include the Life Insurance Corporation of India (LIC). It has been noted
that important records relating to the policies issued by the Indian Companies were
being maintained at their head offiices in India and the Pakistan branches were acting
only as premium collecting agencies. There is a large number of claims of Pakistani
nationals and the Corporation is making strenuous efforts to reconstruct the accounts and
arrange early settlement of claims. You will be pleased to learn that your Corporation
has already started settling claims pertaining to general business. Plans for the
settlement of LIC claims have also reached an advanced stage and payments will begin
in the near future,

The Corporation continued to act as Secretaries to the National Co-insurance
Scheme, which handles the insurance business of Government and Semi-Government
mnstitutions. The premium income of the NCS increased from Rs. 158.75 lakhs in 1964
to Rs. 220.40 lakhs in 1965 which indicates the growing progress of the Scheme,

The Corporation continued to administer the Export Credits Guarantee Scheme
which was established in 1962 to support the export drive of the country. The
activities of the Scheme have progressively expanded and it has now been authorised
to 1ssue preshipment finance policies and selected markets policies. The Scheme has
also been authorised to appoint agents. During the year under report the Scheme
issued cover “in the national interest” on exports made to Indonesia under the
Pakistan - Indonesia Trade Agreement. With these new developments, it is hoped that
the Scheme will be able to make an increasingly important contribution in promoting
the export trade of the country,

The Corporation continued to play a leading role in connection with the
development of multi-national regional co-operation in the field of insurance. The
Managing Director of the Corporation, Mr. Zahiruddin Ahmed, presided over the last
meeting of the RCD Committee on Banking and Insurance held at Ankara in May, 1966.
Considerable further progress has been made during the year in implementing the
programme of collaboration in the field of insurance under the RCD. An RCD
Insurance Centre has already been set up in the premises of your Corporation. The
Centre was inaugurated by the Secretary, Ministry of Commerece, on 5th July, 1965 at an
impressive ceremony held in the premises of the Corporation at which Turkey and




Iran were represented by their Ambassador and Charge d’Affaires respectively, The
establishment of three regional reinsurance pools namely : (1) Accident, to be managed
by Iran, (2) Marine (Hull and Cargo), to be managed by Pakistan and (3) Fire, to be
managed by Turkey, is under way. It is expected that the Pools will be formally
established with effect from 1st July, 1966 and will start accepting business from 1st
January 1967. The establishment of the Pools will be an event of historic significance
as it will mark the launching of one of the first joint enterprises under the RCD. The
RCD Pool allocated to Pakistan, namely the Marine (Hull and Cargo) Pool, will be
managed by your Corporotion and will provide a further addition to the ever-expanding
activities of the Corporation.

The Federation of Afro-Asian Insurers & Reinsurers (FAIR) remained active
during the year. Your Corporation was represented at the meeting of the Executive
and Technical Committee of the Federation held in Cairo in May this year. The next
annual general meeting of the Federation is expected to be held in Pakistan sometime
in January/February next year,

The Research & Development cell of the Corporation continued to conduct
studies in new lines of insurance to meet the future insurance poeds of the country.
The outline of the Bank Deposit Insurance Scheme which was finalised in consultation
with the State Bank of Pakistan during 1965, has been submitted by the State Bank to
the Government for consideration. Studies are also being initiated to examine the
feasibility of a Scheme of Crop Insurance to stabilise the income of the farming
community in Pakistan.

The Insurance Review, the only broad-based journal in Pakistan, continued to
bring out excellent issues during the year under review. The Directors of the Corpora-
tion are grateful to the other co-sponsors of the Journal, namely the Insurance
Association and the Insurance Institute, for their co-operation in making this venture
a success,

The Directors are grateful to the management and the staff for their tireless
efforts in building up the Corporation into a strong and sound organisation. They also
wish to record their appreciation of the assistance received by the Corporation during
the year from the Government of Pakistan, the Insurance Association of Pakistan, all
insurers operating in Pakistan and our many overseas associates.

The Directors have been pleased to declare a dividend of 109%,, which is at
present the maximum permissible under the PIC Act, and a bonus of two months' pay
to the employees.

M. A. MAJID Chairman

A. A. ANSARI \
MAJID ALI

AHMED DAWOOD
FAKHRUDDIN VALIBHAI | Directors
MIAN MOHAMED BASHIR
AMIRALI H. FANCY

M. R. SIDDIQI y

ZAHIRUDDIN AHMED Managing Director
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PAKISTAN INSURANCE CORPORATION
KARACHI

Report of the Auditors to the Share-Holders

We have audited the annexed Balance Sheet of the Pakistan Insurance
Corporation as at 31st December, 1965, the Fire, Marine, and Miscellaneous Business
Revenue Accounts, the Profit and Loss and the Profit and Loss Appropriation
Accounts of the Corporation for the year ended at that date and report that :—

(a) we have obtained all the information and explanations which we required,

(b) such Balance Sheet is a full and fair Balance Sheet and exhibits a true and
correct view of the Corporation’s state of affairs, according to the best of
our information and explanations given to us and as shown by the

Books of the Corporation.

MAHMUD ALI W. R. HASHMI
(S. Mahmud & Co.) (Hashmi & Co.)
Chartered Accountants Chartered Accountants

Karachi, 1st June, 1966.
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PAKISTAN INSURANCE CORPORATION
KARACHI

NOTIFICATION

The thirteenth Annual General Meeting of the Sharcholders of Pakistan Insu-
- & rance Corporation will be held at Pakistan Insurance Building, Bunder Road, (Opp:
| : Mereweather Tower), Karachi-2, on Wednesday, the 30th June, 1966 at 11.30 A.M. to

transact the following business, namely;—

4 (1) Confirmation of the Minutes of the 12th Annual General Meeting held on
Monday, the 29th Jumne, 1965,

(2) The Balance Sheet as at 31st December, 1965, the Revenue Accounts and
the Profit & Loss and Profit & Loss Appropriation Accounts for the year
ended 31st December, 1965 together with the report by the Board on the
working of the Corporation during the year and the Auditor’s Report on

|

)

the said Balance Sheet and Accounts will be read and considered.

(3) The Chairman will announce the Dividend declared by the Board in respect;
of the 1965 Accounts.

The Share Transfer Register of the Corporation will remain closed for 8 days

W . e w.e.f. 23rd June, 1966 to 30th June, 1966 both days inclusive.

By order of the Board,
ZAHIRUDDIN AHMED

Managing Director.
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