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NOTICE

Notice is hereby given that the Forty Fifth annual general meeting of the shareholders of the
Pakistan Insurance Corporation will be held on Tuesday, 29th December, 1998 at

10 a.m. at PIC Towers, 32-A, Lalazar Drive, M.T. Khan Road, Karachi, to transact the
following business:

(1)

(2)

(3)

(4)

To confirm the minutes of the 44th annual general meeting held on 29th
September, 1997,

To receive, consider and adopt the audited balance sheet as at 31st
December, 1997, the revenue accounts, the profit & loss account and the

profit & loss appropriation account for the year ended 31st December, 1997.

To declare dividend, as recommended by the Board of Directors for the year
ended 31st December, 1997.

To transact any other business with the permission of the Chair.

By order of the Board

Sd/-
(S.S. MOMIN)
Secretary

Karachi, the 25th November, 1998.

NOTES

L L e

The share transfer books of the corporation shall remain closed for nine days
from 21st December, 1998 to 29th December, 1998 (both days inclusive) to
ascertain the entitlement of the dividend.

A shareholder eligible to attend and vote at the meeting may appoint another
shareholder as his/her proxy to attend and vote on his/her behalf. In order to
be effective, proxies must be received by the Secretary of the Corporation not
less than four (4) clear days before the date of the meeting.

The shareholders are requested to immediately notify change in their address,
if any.



REPORT OF THE BOARD OF DIRECTORS ON THE WORKING

OF THE CORPORATION FOR THE YEAR ENDED

The Shareholders,
Pakistan Insurance Corporation,

Gentlemen,

Your directors again feel pleasure in presening the 45th annual report on the
accounts of the Corporation of the year 1997.

31ST DECEMBER, 1997.

The growth of PIC business since 1968 is shown in the following table:-

Gross Total Total
Year Premium Income |Profit/lLoss| Reserves investments
1968 131.9 7.4 63.4 42.3
1973 238.9 10.9 127.4 37.1
1978 578.6 33.6 390.0 251.5
1983 897.6 66.6 640.0 476.6
1988 1104.6 119.4 885.0 620.0
1991 1526.3 48.9 1175.4 724.0
1992 1735.4 116.0 1329.5 847.5
1993 1677.3 169.5 1447.7 841.0
1994 1983.7 142.2 1442.9 903.9
1995 2207.8 136.2 1468.8 860.2
1996 2548.5 211.6 1610.0 953.8
1997 2704.1 (14.6) 1763.0 1085.0




3. At a glance, the position of Revenue Accounts is as under:-
(In million of rupees)
Fire Marine Mise. Total

1996 | 1997 | 1996 | 1997 1996 | 1997 | 1996 | 1997
Gross premium 732 | 851 382 | 386 1435 | 1467 | 2549 | 2704
Hetrﬂ.l Premium 364 510 - 1211168 873 807 1408 | 1482
Adj. prem. of
Aviation dept. prior
year (93-94) — — — — (3) — (3) —
Net Premium 368 '.341;. 211 | 221 559 660 1138 | 1222
Net Commission 157 1 :_' 154 SR R 76 181 208 415 | 448
Net Claims '1-01___5 _: 161 121 | 150 327 448 549 | 759
Prem. Res. Adjustment 27 (11) (.14) 6 23 43 36 38
Underwriting surplus 83 | 27 | 27 | (11) 28 (39) 138 | (23)
Management Exp. 29 | 22 16 | 14 43 43 88 | 79
Underwriting profit/loss| 54 5 11 | (25) (15) (82) 50 | (102)
4. The gross premium income in 1997 is Rs. 2,704 million against Rs. 2,549 million in

1996 which shows an increase of 6% over the last year. PIC continues to retain about
29% market share in the general insurance market of Pakistan.

5. 1997 has been an unusual year in more ways than one. On the positive side, despite
the general inflation and the rise in the cost of the utilities and rates & taxes, PIC was
able to control its management expenses allocable to the underwriting departments
to an extent that these were actually less in 1997 as compared to 1996. In fact,
the management expenses in 1997 were less than those for 1996 and 1995.
The management expenses, in percentage terms, are only about 3% of the
gross premium income. This ratio compares favourably both with the direct insurance

companies and the reinsurance companies operating either nationally or
internationally.



6. Significant savings have been effected under such sensitive heads of expenditure as
“overtime” and “medical expenses”. Overtime payments to the staff in 1997, as com-
pared to 1996, came down from Rs. 6.8 million to Rs. 0.9 million. The extent of sav-
ings in overtime is as high as 87%. Medical expenditure in 1997, as compared to
1996, also came down from Rs. 5.5 million to Rs. 3.8 million. The extent of savings
in the medical expenditure is 30%. This has been achieved without any retrenchment
in the staff or adversely affecting the efficiency of the work or curtailing the scope or
quality of the services.

7. It is worth nothing that not only that the PIC made substantial savings in the unpro-
ductive expenditure but it also simultaneously channelised these savings from the
unproductive expenditure into productive expenditure, i.e., by purchase of an IBM
Computer AS/400.

8. As in the past, Premium Reserve has been calculated at 100% of the net premium in
respect of Marine Hull and Aviation Hull, 50% of the net premium for the Marine
Cargo and 40% of the net premium for Fire, Accident and Engineering Business.

9. In 1997. PIC’s investments crossed the Rs. One billion milestone and touched the all-
time high figure of Rs. 1,085 million from that of Rs. 954 million in 1996 and Rs. 860
million in 1995. The investments thus increased by about Rs. 131 million in 1997 over
those of 1996 and by Rs. 94 million in 1995. The market value of the PIC’s
investment with a book value of Rs. 1,085 million as at 31st December, 1997 was
Rs. 1,602 million. The break-up value of PIC’s share as at 31st December, 1997 was
about Rs. 1.900/-, and the PIC was rated at ‘BB’ on 31st December, 1997 by the
international rating agency, i.e., “Standard & Poor’.

DIVIDEND :

The Directors are pleased to declare a dividend of 10% for the year 1997 and also
take this opportunity to thank all insurance companies, its retiring chairman, directors,
officers and staff of the corporation for the co-operation extended by them in running the
affairs of the corporation.




BREAK-UP VALUE OF PIC SHARE
AS AT 31ST DECEMBER, 1997

(Rs. in millions)

Paid-up Capital 50

Reserve for Exceptional losses 631

General Reserve 2h3

Investment Fluctuation Reserve 3

Profit & Loss Appropriation (balance) 11

Net worth (Owners’ equity)

R %ﬁ.‘h o '5-_ i
e 2 & R B

Net worth divided by
No. of shares 500,000

Break-up value per share

of Rs. 100/- each -
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PAKISTAN INSURANCE MARKET AND PIC’S SHARE
1997

Rs. in million

(@) Gross Premium

) Insurance
Market

iy PIC

(b) PIC’s Share
of Market
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GROSS PREMIUM INCOME BY CLASS OF BUSINESS
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Year

1987
1988
1989
1990
1991
1992
1993
1994
1995
1996

1997

NET PREMIUM INCOME

Gross
Premium

1,166
1,104
1,197
1,333
1,526
1,735
1,677
1,984
2,208
2,549
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GROWTH IN NET PREMIUM

1987-1997

(Rs.
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in million)

Retrocession

690
619
600
653
128
815
752

1,158
1,223

1,411
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PREMIUM & CLAIMS
1987-1997

(Rs. in million)
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NET CLAIMS

1987-1997

(Rs. in million)
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NET PREMIUM AND PROFIT

1987-1997

(Rs. in million)

Year Net Premium Net Profit/L_dﬁss .
1987 476 103
1988 485 19
1989 557 89

1990 680 83

1991 801 49
1992 920 '_116_7'“
1993 925 169
1994 826 _ 142 .
1995 985 8
1996 1,138 241 l_
1997 1,222 a5

13




2507

200

NET PROFIT/LOSS

1987-1997

(Rs. in million)

211

169
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RESERVES
1987 - 1997

(Rs. in million)

Yea_r Financial Reserves | Technical Reserves Total
1987 401 415 816

1988 469 416 885

1989 502 456 958

1990 563 495 1.058
1991 596 579 1,175
1992 686 643 1,329
1993 791 657 1,448
1994 791 652 1,443
1995 796 673 1,469
1996 932 678 1,610
1997 940 823 1,763




RESERVES & PROVISIONS

1987 - 1997

(Rs. in million)

1800 /|
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2000

1800

1600

1400

1200

1000

800

600

400

200

RESERVES & PAID UP CAPITAL

1987 - 1997

(Rs. in million)

1813

1




e

INVESTMENT PORTFOLIO
1987 - 1997

(Rs. in million)

Year Investments
1987 565
1988 620
1989 660
1990 716
1991 724
1992 847
1993 841

R

R
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PIC’S RESERVES AND INVESTMENTS
1997

(Rs. in million)

S
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I.. RESERVES
A. Financial Reserves :

s
e

i o -
e
e L
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1) Exceptional Losses 631
3 2) General 253

3) Investment Fluctuation

4) Provision for Doubtful Debts.
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B. Technical Reserves :
1) Outstanding Claims 318
2) Premium Reserve 505

II. INVESTMENTS
1) NIT Units 623 .
2) Shares in Listed Companies 273
3) Shares in Banks/DFls 26
4) Federal Investment Bonds etc. 93
5) Term Deposit:s 70 1.085 |
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45 YEARS AT A GLANCE

(In Million of Rupees)

20

Years Paid up Dividend Gross Net Underwriting
Capital Declared Premium Premium surplus/deficit before
Yo management exp.
1953 2.000 — 1.638 1.447 0.083
1954 2.000 5 4.492 3.840 0.408
1955 2.000 4 5674 4.338 0.755
1956 2.000 5 8.045 5.193 0.807
1957 2.000 6-1/4 9.461 5.696 0.851
1958 2.000 10 20.734 8.288 1.333
1959 2.000 10 25.012 9.060 1.833
1960 2.000 10 33.110 10.890 1.620
1961 2.000 10 37.663 12.307 1.376
1962 2.000 10 47.889 15.403 1.285
1963 4.994 10 57.165 17.381 1.295
1964 5.000 10 67.400 25.931 1.813
1965 5.000 10 72.298 33.246 1.242
1966 5.000 10 93.806 38.251 1.540
1967 5.000 10 108.431 46.808 2.984
1968 5.000 10 131.942 54.168 5.802
1969 5.000 10 156.291 69.519 6.348
1970 5.000 10 155.445 61.644 7.165
1971 5.000 10 166.767 65.040 5.882
1972 4.997 10 215.202 89.049 5.304
1973 5.000 7-1/2 238.288 106.354 9777
1974 5.000 7-1/2 319.887 157,391 19.817
1975 5.000 10 399,717 189.810 20.983
1976 5.000 10 462.368 200.463 16.667
1977 5.000 10 554.482 237.556 8.379
1978 5.000 10 578.556 263.661 17.508
1979 5.000 10 666.478 313.851 16.770
1980 8.000 10 733.309 370.117 (15.569)
1981 8.000 10 780.507 368.972 38.457
1982 10.000 10 872.829 414.346 35.112
1983 12.500 10 897.624 388.253 27.351
1984 17.500 10 817.497 S50.317 36.870
1985 24.500 10 903.596 341.846 32.321
1986 35.000 10 981.198 381.047 49,154
1987 50.000 10 1,165.766 476.128 60.393
1988 50.000 10 1,104.600 485.300 66.724
1989 50.000 10 1,156.986 557.182 24129
1990 50.000 10 1333.101 680.201 22 808
1991 50.000 10 1626.299 801.312 4.992
1992 50.000 10 1735.423 920.608 (12.586)
1993 50.000 10 1677.307 925.259 85.959
1994 50.000 10 1983.690 825.799 63.727
1995 50.000 10 2207.803 984 .800 96.552
1996 50.000 10 2548.542 1137.858 138.070
1997 50.000 10 2704.065 1221.506 (23.662)



B e ———————————

45 YEARS AT A GLANCE

(In Million of Rupees)

Management Under- Net Total Investments Total investments
expenses writing Profit/Loss Reserves into shares including Land
profit/loss & securities and Building
0.071 0.012 0.013 0.795 == 1.046
0.199 0.209 0.106 3.202 0.757 3.514
0.307 0.448 0.510 3.462 1.603 4.510
0.334 0.473 0.575 4.844 2.339 5.099
0.371 0.480 0.634 6.424 2.970 6.030
0.445 0.888 1.069 8.704 3.964 8.993
0.558 1.275 1.592 10.995 5.238 10.455
0.602 1.018 1.694 11.258 5.221 11.381
0.611 0.765 1.509 13.624 6.030 12.299
0.939 0.654 1.561 17.032 6.754 14.902
0.747 0.548 1.648 21.069 10.595 20.306
1.009 0.804 2.017 25.901 14.600 25.789
1.070 0.172 2.334 35.547 16.032 31.040
1.252 0.288 2.308 39.501 16.950 35.407
1.390 1.594 3.621 49.117 19.929 38.709
1.783 4,019 7.397 63.364 27.818 42.256
2.410 3.938 6.728 77.448 30.586 47.762
3.307 3.858 8.752 91.108 32.195 51.242
3.364 2.518 7.079 107.060 31.787 52.084
3.285 2.019 6.287 116.223 24.676 35.986
SR o 6.000 10.924 127.400 24.676 37.075
4,878 14.939 16.022 174.027 25.530 47.584
5.349 15.634 19.865 207. 712 27.767 92,768
6.091 10.576 26.518 262.956 30.484 138.739
7.893 0.486 18.069 330.725 30.484 212.265
8.286 9.222 33.550 390.044 30.976 251.465
7.867 8.903 6.975 474,789 37.882 249.973
9.499 (25.086) 7.396 539.195 135.052 327.114
9.782 25.675 70.606 588.358 142.542 387.655
10.629 24.483 72.639 577.241 144.081 414.704
15.143 12.208 66.580 640.010 150.955 476.642
14,298 22.572 76.049 707.578 151.791 505.673
16.392 15.929 30.760 730.558 150.331 620.673
10.876 29.278 96.893 748.086 156.309 591.001
22.910 37.483 102.836 815.746 296.926 623.446
26.171 40.553 119.411 884.675 331.533 678.644
32.399 (8.270) 88.889 9h8.312 353.317 719.463
41.482 (18.674) 82.962 1058.624 524.233 776.851
51.167 (46.171) 48.971 1175.438 528.414 801.015
51.545 (64.131) 115.957 1329.442 628.404 968.968
65.995 19.964 169.491 1447.679 632.660 1020.004
75.858 (12.131) 142.193 1442.878 705.784 1122.541
91.320 5.232 136.183 1468.831 707.109 1059.532
88.574 49.496 211.560 1609.863 808.803 1132.120
78.826 (102.488) (14.605) 1763.023 922.000 1245.000
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By the glorious morning hours,
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Pakistan
Insurance
Corporation

KARACHI, Sepr 30 In its forty
fourth year ended December 31,
1996, the Fakistan Insurance
Corporation posted pretax profit at
Rs 211.6m, representing srowth of
55.4 per cenr over profit at Rs
136.2m the previous vear.

The board declared cash divi-
dend at 10 per cemr, which s the
maximum that it is permitted to
disburse. With 51 per cent shares
m the Corporation held by Govern
ment of Pakistan (Ministry of
Commerce) and 36.8 per cent bwv 14
insurance companies, the stake of
383 individuals is about 9 per cent.

Paid-up capital of the
Corporation was last raised to Rs
5{mm from Rs 35m in 1987, Reserves
fattened to Rs 914.5m, are now
nearly twenry rimes the capital and
produce the break-up value of Rs
1,930 for a share of Rs 100 each.

Exceptional Losses Reserve (o
which Rs 65m were appropriated
from the review year’s profit, stood
the tallest at Rs 631.0m. Recent
market price of the 100-rupee share
in the Corporation was Rs 417.75.

The intrinsic worth of the share
IS many times more but the price
rermuins restrained possibly due to
cap on dividend. Total investnents
of the Corporadon at December 31,
1996 stood ar Rs 1.1 billion includ.
ing land and buildings and the bal
ance sheet footing exceeded Rs 2.4
billion. The newest pride of the
Corporation is the PIC Towers
(Head office building) at Karachi.
built at a cost of nearly Rs 250m._ I
was the venue of the AGM on
Seprember 29

For almost all the vears since
inception in 1953, the bottom line
has remained in the black.
although there have been as many
as six years when the Corporation
did plunge inte underwriting losses
as well: 1992 being the worst with
underwriting loss of BEs 64m and
1994 being the nearest when the
company posted underwriting loss
of Ry 12m.

On balance, the Corporation

made average annual underwriting
profit at Bs 4.6m over its life span.
Tt is thus that the management is
-proud of having achieved the high-
- est ever underwriting profit at Rs
| 49.5m in the latest year to end-
December 1996. More so as it near
Iy equalled the paid-up capital.

sporting consistent growth ar 3
per ceni for the preceding three
vears, the gross premium for the
year under review touched Rs
2,548.6m up from Rs 2.207.8m in
1995, The appregate gross premium
of the Palastan insurance markes
for the year heing Rs B.834.0m, the
Corporation’s share came to a hefoy
29 per cent,

Net premium also grew over 15
per cent to Rs 1,137 9m, crossing
the billion rupee mark for the first
time. For all that, the Corporation
was abie 1o reduce managemens:
expenses by 3.4 per cent to Rs 88m
from Hs 9Im, which {s claimed o
have been achieved through effec
tve cost conmol medsures.

The management expenses as
percentage of gross premium
worked out o only 3.5 per cent
which compares favourably with
direct insurance companies as wall
a8 re-INSUrance companies operat-
ing internagonally.

Net premiwm in the fire accoun
grew 23.1 per cent ta Rs 368.4m
from Rs 299.2m in 1995, MNet claims
were down 14.4 per cent to Ra
100.6m from Rs 118 4m. The fire
account yvielded a positive under-
writing balance of Rs 83m which
was 60 per cenr of (he
Corporation's toral underwriting
balance in the review vear and was
almost equal to the Corporation’s
manzgement expenses for the year.

Marine account improved under
writing profit by 17.6 per cent to Rs
10.7m from Rs 9.1m, Net premium
in this account edged higher by
half percentage point to Rs 210.5m
from Rs 212.3m. Net claims in fire
increased 33 per cent to Bs 120,7m
irom Rs 91.8m.

Miscellaneous net premium
improved 18 8 per cent to Rs
558.9m from Rs 473,3m while net
claims increased 28.9 per cent to
Rs 326.9m from Rs 253 3m.
Premium reserves in the throe rev-
enue accounts totalled Rs 468 4m
2l end of the vear under review,
Unlike mast other general insur
ance companies that provide at
uniform 40 per cent in all accounrs,
the Corporation has been providing
premiom reserve at 100 per cent in
respect of Marine Hull and
Aviation, 50 per cent for Marine
Cargo and 40 per cent for fire. acci-
dent and engineering,

Profit on sale of investments
fetched Rs 45.6m, which reflected
202 per cent increase over Rs
15.1m in 1995 and was the other
major factor that shored up the
bottom line for the review year,
The investments of the Corporation
at December 31, 199 stood ar bonk
value of Rs 953.8m and carred the
market value of Rs 1,475.9m, repre
senting handsome premium of 54.7
per cent,

The
Frontier Post

National daily published from Peshawar
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PIC share prices
surge by 10 per cent
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PIC premium income milestone

PAKISTAN Insurance Corporation (PIC) premium income
crossed the Rs.2.5bn mark ($61.7m) and its share in the market
stood at 28% in 1996.

At the 44th annual meeting, chairman of the board of directors,
Mr. Firozuddin Ahmed, said that the annual growth of the Corporation

for the last three years had been about 15%

The corporation's profit for the year 1996 was 10 times higher
than for 1995 and 11 times the average profit of the last 44 years.

The profit for 1996 was almost equal to the share capital of the
PIC. The Corporation's share was being quoted in the stock market
at four times the face value of Rs.100 and the break-up value of the
PIC’s share has gone beyond Rs.1,900/-, which was more than 19
times its face value.

The PIC’s underwriting profit amounted to Rs.49.5m. beating
the previous record of Rs.40.5m profit achieved in 1988. The
average underwriting profit during the lasl 44 vears has been
Rs.4.6m, less than 10% of the current year's underwriting profits.

But there have been six years of underwriting losses as well.
In 1992 for example, there was a loss of Rs.64m: in 1991, Rs.46m;

in 1990, Rs.18m and in 1989, Rs.8m.

The Corporation's investment portfalio, which had an all-time
high figure of Rs.954m in 1996, was poised to cross the Rs.1bn mark
by next year,

BUSINESSMEN RE

Iwill never like (o pant with.
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LLOYD’S COMMENDS

KARACHI {Report: Lisguat Aliy
Lespuie the recent erash i Pakistan's
stock exchanges, after 28th May,
1998, ihe share of the Pukistan
lnsurance Corporation (PICY whish
wis quoted just s duy belome, on 27
May, 1998, at Re. 350)- has gone
upis ke 385 e 10 per cent higher,
o 218 July 1598,

Eurdier, Lioyds List Insuranee
BAY, London, the news bullenn of
the wp inswrance market, had repodt-
ed that PIC's annual prafit was
ELEVEN tmes the average of the
lazt 44 years” profll since the
Larparaiion was now equal to the
share capital of the PIC. PIC's mun-
APl @xpenses are only 3 per cent
af |18 grmss premium.

The [ace value of PIC's shane s
He, 100/ but its break up vuloe is
By one tmes highe and exceods
R, 21004 which i the main reason
that PIC s share were, and are, pol
off lnaded despite the panicky sales
uf 1he other sorips in the market

PIC’S PERFORMANCE

FPAKISTAN Insurance Corparation
(FIC) premium income crossed the
K 2.5 hillion made LS, dellars 51,7
miilion, ond its share in the market
siood w29 por cent in 1596,

Al e ddih annual maecing
Charmen of te boasd oF Dhsecinrs,
Firouzuddin Ahmed, said that e
armuwl growih of the Comporadion for
the List three wisurs hasd been abour 15
ror cont

The Comperation®s profil for tee
year |996 was lon (10) times higher
than for 1995 and eleven {11) times
the avcrage profit of the last 44 yesrs,

Ihe Corporation's share was

being quoted i the stock market ar
[our tisses the face value of hundred
rupiees and the break-up value of the
MC*s share has gone beyond 1,900/
rupies, which was more than 19
liones i face wilne.

Bt there have been 3ix years af
under wriling losses ns well, In 1992
far example, there was a ks of Rs,
tel millon, in 19910, Bs. 46 millicn, n
L9, R, 18 million and 0 1939, Rs.
K million

The Corporation’s investment
porilis, which had an all-time high
figure of Rs. 954 million in 1996,
was poised & cross the Be ! billion
mirk by naxt year,

Thiz extre-ordinery perfor
Mmiance sgaimst the gener] crists-cur.
rent was possible due 1o dedicated
ellorts of PIC Chalrman Firouzsddin
Ahmed, who has the honour of sal-
VAgIng many A sinking concerns wnd
bringing them out of red
Firowruddin Abmed is a fiterary fig:
ure and author of several nselul and
informative bopks

PIC investment
portfolio seen
to cross Rs 1bn

RECIHEDER REMIRT
EARACHT The fnvesiibend
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PIC posts record
Rs 211.6m profit
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PIC premium

crosses Rs 2.5bn

mark: market
share 29 pc
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PIC investment
portfolio
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PIC premium
income milestone

AKISTAN Insurance
P Corporation (PIC) premium

imcome crossed the Rs 2.53bn
mark (%61.7m) and its share in the
market stood at 29% in 1996.

At the 44th annual meeting,
chairman of the board of directors,
Firozuddin Ahmed said that the
annual growth of the Corporation
for the last three years had been
about 15%.

The corporation’s profit for the
year 1996 was 10 times higher than
for 1995 and 11 times the average
profit of the last 44 years.

The profit for 1996 was almost
equal to the share capital of the PIC.
The Corporation’s share was being
quoted in the stock market at four
times the face value of Rs 100 and
the break-up value of the PIC's
share has gone beyond Rs 1,900,
which was more than 19 time its
tace value.

The PIC's underwriting profit
amounted to Rs 49.5m, beating the
previous record of Ks 40.5m profit
achieved in 1988. The average
underwriting profit during the last
44 years has been Rs 4.6m, less-than
10% of the current vear’s underwrit-
ing profits. '

But there have been six years of
underwriting losses as well. In 1992
for example, there was a loss of Rs

fdm, in 1991m Rs 46m: in 1990, Rs
18m and in 1989, Rs 8m.

The Corporation's investment
profifolio, which had an all-time
high figure of Rs 954m in 1996, was
poised to cross the Rs.1bn mark by
next year,

Despite the recent crash in
Pakistan's stock exchange, after
18th-May, 1998, the share of the
Pakistan Insurance Corporation
(PIC) which was quoted just a day
betore, on 27th May, 1998, at Rs
350/0 went upto Rs 385/- e, 10%
higher, on 27th July, 1Y98. Earlier,
Lloyd's List Insurance Day, London
, the news bulletin of the top insur-
ance market, had reported that
PIC’s annual profit was ELEVEN
times the average of the last 44
years' profit since the Corporation
was established and the
Corporation’s profit was now equal
to its share capital. PIC's manage-
ment expenses are only 3% of its
ErOSS premium income.

2. The face value of PIC's share
15 Rs. 100/ - but its breakup value is
twenty one times higher and
exceeds Rs 2,100/ - which 1s the
main reason that PIC's shares were,
and are, not off-load despite the
panicky sales of the other shares in
the market. The market has spoken
for PIC.

INTLRNATE AL

PIC premium

income Rs.

KARACHI: Pakistan Insurance Cor-
poration (PIC) premium income
crossed the RsZ2.5bn mark ($61.7m)
and its share in the market stood at
29% in 1996.

The Chairman Board of Directors,
Firozuddin Ahmad, said at the 44th
annual meeting that the annual
growth of the Corporation for the last
three years had been about 15%. The
profit for the year 1996 was 10 times
higher than for 1995 and 11 times
the average profit of the last 44 years.
The profit for 1996 was almost equal
to the share capital of the PIC.

The Corporation's share was
being quoted in the stock market at
four times the face value of Rs100
and the break-up value of the PIC’s
share has gone beyond Rsl, 900,

2.5bn mark

which was more than 19 times its
face value.

The PIC’s underwriting profit
amounted to Rs49.5m, beating the
previous record of Rs40.5m profit
achieved in 1988. The average un-
derwriting profit during the last 44
years remained Rs4.6m, less than
10% of the current year’s underwrit-
ing profits.

But there have been six years of
underwnting losses as well. In 1992,
for example, there was a loss of
Rs6dm; in 1991 Rs 46m; in 1990
Rs18m and in 1989 Rs8m.

The Corporation's investment
portfolio, which had an all-time high
figure of Rs954m in 1996, was
poised to cross the Rs!bn mark by
the next year.*

The

us

The Press and the Nation rise and fall together

PIC premium income crossed
Rs 2.5b mark in 96

EARACH!, Sept 9: Pakistan
Insurance Corporation (PIC) pre-
mum income corssed the ks 2.5h

1,230 which was more than 19
times its face value.
The PIC's underwritine orofit

Fakistan Insurance Corporation
{PIC) which was quoted just a day
before, on May 27, 1998. Earlier,
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PIC premium income
crosses Rs 2.5bn mark

ISLAMABAD—Pakistan Insurance
Corporation (PIC) premium income
crossed the Rs 2.5bn mark (861.7m)
and its share in the market stood a1
29 per cent in 1996, says a press
release.

At the 44th annual meeting,
chairman of the board of directors,
Firozuddin Ahmed, said the annual
growth of the corporation for the last
three years had been about 15 per
cent

The corporation’s profit for the
vear 1996 was |0 times higher than
for 1995 and 11 times the average

bl AF tha last 1.-! (-1 15

for example, there was a loss of Rs
b4m: in 1991, Rs 46m; in 1990, Rs
|8m and in 1989, Rs 8m.

The corporation’s investment
portfolio, which had an all-time high
fipure of Rs 954m in 1996, was
poised to cross the Rs 1bn mark by
next vear.

Despite the recent crash in
Pakistan’s stock exchanges, after 28th
May, 1998, the share of the Pakistan
Insurance Corporation (PIC) which
was quoted just a day before, on 27th
May. at Rs 350 went upto Rs 385, 1.¢
10 per cent higher. on 27th July, 1998,



AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed Balance Sheet of PAKISTAN INSURANCE CORPORATION
as at December 31, 1997 and the Fire, Marine and Miscellaneous Insurance Revenue
Accounts, the Profit and Loss Account, the Profit & Loss Appropriation Account and Cash
Flow Statement together with the notes forming part thereof, for the year then ended and we
state that we have obtained all the information and explanations which to the best of
our knowledge and belief were necessary for the purposes of our audit and after due
verification thereof, we report that:

(@) in our opinion, proper books of account have been kept by the Corporation as
required by the law,

(b)  in our opinion:

(i) the Balance Sheet, the Fire, Marine and Miscellaneous Insurance Revenue
Accounts. the Profit and Loss Account and the Profit & Loss Appropriation
Account together with the notes thereon have beeen drawn up in conformity
with the law and are in agreement with the books of account and are further in
accordance with accounting policies consistently applied;

(i)  the expenditure incurred during the year was for the purpose of the
Corporation’s business; and

(iiiy  the business conducted investments made and the expenditure incurred
during the year were in accordance with the objects of the Corporation;

()  We further report that:

(i) We were unable to verify the accuracy of the balances due to and due from
other persons or bodies carrying on insurance business amounting o
Rs. 288.698 million and Rs. 559.926 million respectively and sundry debtors
amounting to Rs. 22.9 million as the relevant information such as age
analysis,confirmations and reconciliations were not available.

We were also unable to verify the adequacy or otherwise of the provision
for bad and doubtful debts amounting 10 Rs. 42.0 million due to lack of
information required to assess the recoverability of the debts against which the
provision is made.

(1i) The Corporation has not accounted for costs in the building account
amounting to approximately Rs. 20.9 million (Rs. 245.5 million less Rs. 224.6
million) due to certain disputes with the architect and contractors/suppliers as
fully explained in note 8.1 10 the accounts. As a result, depreciation is also
understated to the extent of the amount not ascertainable at present time.

22
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(f)

AUDITORS’ REPORT TO THE MEMBERS

(i)  Events have rendered impossible the verification of assets and liability
balances (notes 6.1, 7 and 10) relating to former East Pakistan (now
Bangladesh).

In our opinion and to the best of our information and according to the explanations
given to us, except for the financial effect of the matters as discussed In paragraphs
c (i) to (iii) above, which is not possible to quantify due to the reasons stated in the
above paragraphs, the Balance Sheet, the Fire, Marine and Miscellaneous Insurance
Revenue Accounts, the Profit and Loss Account, the Profit & Loss Appropriation
Account together with the notes forming part thereof, give the information required by
the law in the manner so required, and the Balance Sheet, Profit and Loss Account
and Cash Flow Statement give, respectively, a true and fair view of the Corporation's
affairs as at December 31, 1997 and its loss and cash flow for the year then ended;
and

in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980
was deducted by the Corporation and deposited in the Central Zakat Funa
established under Section 7 of that Ordinance.

without qualifying our opinion, we draw attention to note 2 (h) to the accounts. The
Corporation’s operating results are substantially dependent on the management’s
estimates of liability in respect of outstanding claims and future claims (losses
incurred but not reported) and the recoveries there against from the retrocessionar-
ies, the ultimate outcome of which can not presently be determined.

FORD, RHODES, ROBSON, MORROW RAHMAN SARFARAZ & COMPANY

Chartered Accountants Chartered Accountants

Karachi: the 25th November, 1998
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REVENUE ACCOUNT FOR THE YEAR ENDED 31ST DECEMBER 1997

CONSOLIDATED FOR ALL CLASSES OF BUSINESS

Particulars

Commission (less: Retrocessions)
Claims (less: Retrocessions) paid during the year
Add: Total estimated liability in respect of

outstanding claims at the end of the
year whether due or intimated

Less: Outstanding at the end of the previous year

Management Expenses
Premium Reserve for the year

Profit transferred to Profit and Loss Account

FORD, RHODES, ROBSON, MORROW
Chartered Accounts

Karachi: the 25th November, 1998

24

1997

(Rs. ‘000)

448,158

651,586

317,743

1986

(Rs. '000)

415,102

969,329

209,701

579,653

209,701

759,628

78,826

505,830

789,354

241,229

1,792,442

548,125

88,574
468,447

49,496

1,569,744

RAHMAN, SARFARAZ & CO.
Chartered Accountants




REVENUE ACCOUNT FOR THE YEAR ENDED 31ST DECEMBER 1997
CONSOLIDATED FOR ALL CLASSES OF BUSINESS

Particulars 1997 1996
(Rs. ‘000) (Rs. ‘000)
Premium Reserve brought forward from last year 468,447 431,886
Premium 2,704,065 2,548,541
Less: Retrocessions 1,482,558 1,407,126 |
1,221,507 1,141,415

Adjustment of premium of Aviation

Department for the year 1993-94 — (3,557)

1,221,507 1,137,858

Loss transferred to Profit and Loss Account 102,488 - =

1,792,442 1,569,744

SAYED MUZAFAR AL| SHAH M. JAMIL ERICKZADA
Chief Executive Director

25



REVENUE ACCOUNT FOR THE YEAR ENDED 31ST DECEMBER ., 1997
FIRE BUSINESS

Particulars 1997 1925

(Rs. ‘000) (Rs. '000)

Commission (less: Retrocessions) 164,368 157,358

Claims (less: Retrocessions) paid during the year 157,657 127,038
Add: Total estimated liability in respect of
outstanding claims at the end of the

year whether due or intimated 856,171 52,729

213,828 179,767

Less: Outstanding at the end of the previous year 52,729 79,189

161,099 100,578

Management Expenses 22,007 28,681

Premium Reserve for the year 137,585 148,551

Profit transferred to Profit and Loss Account 4,530 54,133

489,599 489,301

FORD, RHODES, ROBSON, MORROW
Chartered Accountants

Karachi: the 25th November, 1998
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Chartered Accountants
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REVENUE ACCOUNT FOR THE YEAR ENDED 31ST DECEMBER , 1997
FIRE BUSINESS

Particulars 1997 1996
(Rs. ‘000) (Rs. '000)
Premium Reserve brought forward from last year 148,551 120,861
Premium 850,810 732,138
Less: Retrocessions 509,762 363,698
341,048 368,440
489,599 489,301

SAYED MUZAFAR ALI SHAH M. JAMIL ERICKZADA

Chief Executive Director

27



REVENUE ACCOUNT FOR THE YEAR ENDED 31ST DECEMBER , 1997
MARINE BUSINESS

Particulars 1997 1996
(Rs. ‘000) (Rs. ‘000)
Commission (less: Retrocessions) 58779 76,853
Claims (less: Retrocessions) paid during the year 109,813 122,819
Add: Total estimated liability in respect of
outstanding claims at the end of the
year whether due or intimated 108,386 67,855
218,199 190,674
Less: Outstanding at the end of the previous year 67,855 70,023
150,344 120.651
Management Expenses 14,247 16,389
| Premium Reserve for the year 101,472 95,978
|
; Profit transferred to Profit and Loss Account — 10,662
341,842 320,533

FORD, RHODES, ROBSON, MORROW
Chartered Accountants

Karachi: the 25th November, 1998
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Chartered Accountants




REVENUE ACCOUNT FOR THE YEAR ENDED 31ST DECEMBER , 1997
MARINE BUSINESS

Particulars 1997 1996
(Rs. ‘000) (Rs. ‘000)

Premium Reserve brought forward from last year 95,978 109,993
Premium 386,317 381,509
Less: Retrocessions 165,555 170,969
220,762 210,540

Loss transferred to Profit and Loss Account 25,102 —
341,842 320,533

SAYED MUZAFAR ALI SHAH M. JAMIL ERICKZADA
Chief Executive Director
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REVENUE ACCOUNT FOR THE YEAR ENDED 31ST DECEMBER 1997

MISCELLANEOUS BUSINESS

Particulars

Commission (less: Retrocessions)
Claims (less: Retrocessions) paid during the year

Add: Total estimated liability in respect of
outstanding claims at the end of the
year whether due or intimated

Less: Outstanding at the end of the previous year

Management Expenses

Premium Reserve for the year

FORD, RHODES, ROBSON, MORROW
CHARTERED ACCOUNTANTS

Karachi: the 25th November, 1998

30

1997

(Rs. ‘000)

208,011

384,116

153,186

1996

(Rs. ‘000)

180,891

537,302

89,117

448,185

42,572

266,763

328,796

89,117

418,913

92,016

965,531

326,897

43,504

223,918

775,210

—
m———

RAHMAN, SARFARAZ & CO.

CHARTERED ACCOUNTANTS




REVENUE ACCOUNT FOR THE YEAR ENDED 31ST DECEMBER 1997

MISCELLANEOUS BUSINESS

Particulars

Premium Reserve brought forward from last year

Premium

Less: Retrocessions

Adjustment of premium of Aviation
Department for the year 1993-94

Loss transferred to Profit and Loss Account

SAYED MUZAFAR ALI SHAH
Chief Executive
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1997
(Rs. ‘000)

223,918

1,466,938

807,241

659,697

1996
(Rs. ‘000)

201,033

659,697

81,916

1,434,894

872,459

562,435

(3,557)

965,531

558,878

15,299

775,210

M. JAMIL ERICKZADA

Director
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PROFIT AND LOSS ACCOUNT FOR THE YEARENDED 31ST DECEMBER. 1997

Particulars 1997 1996

(Rs. ‘000) (Rs. ‘000)

EXPENSES OF MANAGEMENT (NOT APPLICABLE
TO ANY PARTICULAR REVENUE ACCOUNT)

Directors’ Fee and Travelling 162 42
Auditors’ Fee 122 94
Advertisement and Publicity 186 281
E.C.O. Expenses 354 1,350
Training and Research 95 181
Profit paid on deposits retained from other companies 856 629
Building Maintenance 4,091 816
Depreciation (PIC Towers) 18,396 21,603
Zakat deducted at source 11,001 10,094

35,263 35,090
Exchange loss/(gain) 5,888 (1,450)
Net (Loss) / Profit for the year carried down (14,605) 211,560

26,546 245,200

PROFIT AND LOSS APPROPRIATION ACCOUNT

Provision for Bad and Doubtful Debts
Provision for Taxation

- Current year

- Prior years

Exceptional Losses Reserve

Proposed Dividend

General Reserve

Unappropriated (Loss)/Profit transferred to Balance Sheet

FORD, RHODES, ROBSON, MORROW
Chartered Accountants

Karachi: the 25th November, 1998
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8,000

4,703
(18,791)

8,000

(14,088)

——

5,000

11,569

45,500

e

10,481

45,500

65,000

5,000
63,000
25,086

211,586

RAHMAN, SARFARAZ & CO.

Chartered Accountants
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PROFIT AND LOSS ACCOUNT FOR THE YEARENDED 31ST DECEMBER, 1997

Particulars

INVESTMENT INCOME
Interest and Dividends

OTHER RECEIPTS

Rental income-net

Profit received on deposits retained by other companies
Profit on short term deposits

Miscellaneous Income

(Loss)/Profit on sale of investments

Profit on sale of assets

(LOSS)/PROFIT TRANSFERRED FROM
REVENUE ACCOUNTS

Fire
Marine
Miscellaneous

FOR THE YEAR ENDED DECEMBER 31, 1997
Balance brought forward from Last year

Net (Loss) / Profit for the year brought down

SAYED MUZAFAR AL| SHAH
Chief Executive
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Note 1997 1996
(Rs. ‘000) (Rs. ‘000)

3 115,748 122,989
4 6,515 18,476
4,532 3,185

1,775 2,336

1,337 2,838

(873) 45,637

— 243

13,286 72,715

4 530 54,133

(25,102) 10,662

(81,916) (15,299)

(102,488) 49 496

26,546 245.200

25,086 26

(14,605) 211,560

10,481 211,586

M. JAMIL ERICKZADA

Director



BALANCE SHEET AS AT31ST DECEMBER, 1997

CAPITAL AND LIABILITIES Note

AUTHORISED CAPITAL
500,000 ordinary shares of Rs. 100/- each
ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
50,000 ordinary shares of Rs. 100/- each fully
paid in cash
450,000 ordinary shares of Rs. 100/- each
Issued as fully paid bonus share

SHARE PREMIUM ACCOUNT

RESERVES
Exceptional Loss Reserve
Investment Fluctuation Reserve
General Reserve
Unappropriated (Loss)/Profit

PROVISIONS

Provision for Taxation 5
Provision for Doubtful Debenture Loans
Provision for Bad and Doubtful Debts

PROPOSED DIVIDEND

RESERVE FOR QUTSTANDING CLAIMS 6
Fire
Marine
Miscellaneous

PREMIUM RESERVES
Fire
Marine
Miscellaneous

Amount due to other persons and

bodies carrying on insurance business

Deposits retained/received from other companies

Sundry creditors 7
Retention money payable

Surplus payable

Divided payable

CONTINGENCY 11
Note: These accounts should be read in conjunction with the annexed notes.

FORD, RHODES, ROBSON, MORROW
Chartered Accountants

Karachi: the 25th November, 1998
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1997
(Rs. ‘000)

50,000

1996
(Rs. '000)

50,000

I

e

5,000

45,000

50,000

1

5,000

45,000

631,000
5,950
252,500
11,569

50,000

11

901,019

631,000
9,950
252,500
25,086

98,988
264
50,000

914,536

149,252

5,000

264179
264

42,000 |

aB,171
108,386
153,186

306,443

5,000

317,743

52,729
67.855
89,117

137,595
101,472
266,763

209,701

505,830

148,551
95,978
223,918

288,698
ar.a21
60,829

7,611

| —

468.447

454,359

335,514
44,028
53.817

7,856
5,500
2,500

2,383,214

449 215

2,403,353

RAHMAN, SARFARAZ & CO.
Chartered Accountants
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BALANCE SHEET AS AT31ST DECEMBER, 1997

Particulars

INVESTMENTS

Stock and Shares
Debentures

WAPDA Bonds

Federal Investment Bonds
Term deposits

' (Aggregate market value Rs. 1,602,518,732

1996: Rs. 1,475,850,000)

Land and Building
(includingcapital work-in-progress)

Amount due from persons and bodies
carrying on insurance business

Deposits help by ceding companies
Cash and bank balances
Interest, return and dividend accured/outstanding

Sundry debtors

Advances including Taxation, Loans
Deposits and PrepaidExpenses

Furniture, Fixtures, Office Equipment,
Vehicles and Books (cost less depreciation)

Stock of stationery etc. at cost

ASSETS RELATING TO BANGLADESH
(FORMER EAST PAKISTAN)

SAYED MUZAFAR ALl SHAH

Chief Executive

Note

10
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1997

(Rs. ‘000)

921,646
264
20,000
72,730
70,000

1996

(Rs. ‘000)

800,803
264
20,000
132,730

—

1,084,640

160,572

559,926

72,114

63,687

4,831

31,400

380,825

9,184

61

15,974

2,383,214

953,797

178,324

570,640

74771

36,292

35,164

32,164

500,978

2,210

39

15,974

2,403,353

M. JAMIL ERICKZADA

Director



CASH FLOW STATEMENT FOR THE YEAR ENDED 31ST DECEMBER, 1997
CASH FLOWS FROM OPERATING ACTIVITIES 1997 1996
(Rs. ‘000) (Rs. ‘000)
Increase in (loss)/profit balance (B17) 25,060
Adjustment for:
Provision for band debts — 8,000
Provision for taxation (165,191) 45,500
ncrease in General Reserve — 63,000
ncrease in Exceptional Loss Reserve — 65,000
Proposed Dividend — 5,000
Depreciation (including Rs. 2.25 million
(1996 Rs. 1.133 million) relating
to administrative fixed assets charged in
management expenses) 20,621 22,736
ncrease/(Decrease) provision for outstanding Claims 108,042 (31,528)
ncrease in Premium Reserve 37,383 36,560
nterest and Dividend (115,748) (122,989)
Gain/(loss) on Sale of Investment 873 (45,637)
Profit before working capital changes (114,020) 45.642
EFFECT ON CASH FLOW DUE TO WORKING
CAPITAL CHANGES (SEE SCHEDULE BELOW) 172,243 (265,759)
Cash Generated/(used) in Operations 57,706 (195,057)
CASH FLOWS FROM INVESTMENT ACTIVITIES
Sale of Investments 59,127 45,697
Interest on Dividends 115,748 122,989
Investment Purchased (190,844) (93,693)
Fixed Assets Acquired (6,842) (312)
Payment as approved by Fedral Government — (555)
(22,811) 74,126
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid (7,500) (2,500)
Net Increase/(Decrease) in Cash Equivalent 27,395 (123.431)
Cash and Cash Equivalent at the beginning of year 36,292 199,723
Cash and Cash Equivalent at the end of year 63,683 36,29

36
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31ST DECEMBER, 1997

EFFECT ON CASH FLOW DUE TO WORKING
CAPITAL CHANGES

(Increase)/Decrease in Current Assets

Amount on Insurance Business
carrying on Insurance Business
Deposits held by ceding companies
Interest, Dividend and Return Accured
Sudry Debtors

Advances including Taxation, Loans,
Deposits and Prepaid Expenses
Stationery Stocks

Increase/(Decrease) in Current Liabilities

Amount due to other persons and bodies

carrying on Insurance Business

Deposit Retained/Received from other companies
Sundry Creditors

Retention money

Surplus payable

SAYED MUZAFAR ALI SHAH
Chief Executive
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1997
(Rs. ‘000)

10,714
2,657
30,333
764

120,153
(22)

1996
(Rs. ‘000)

(139,401)
(3,728)
(12,472)
(6,184)

(104,212)
(3)

164,599

(46,816)
53,193
7,012
(245)
(5,500)

(266,000)

7,644

16,362
(23,700)
10,514
65
(3,000)

172,243

241

(265,759)

M. JAMIL ERICKZADA

Director




NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED DECEMBER 31. 1997

STATUS AND NATURE OF BUSINESS:

Pakistan Insurance Corporation was established under the Pakistan Insurance
Corporation Act XXXVIII of 1952 for the purpose of development of insurance and

reinsurance business in Pakistan. Its shares are quoted on Karachi and Lahore Stock
Exchanges.

SIGNIFICANT ACCOUNTING POLICIES:

(@) BASIS OF ACCOUNTING/FORMAT OF ACCOUNTS:

These accounts have been prepared under the historical cost convention.
The formats of the balance sheet, the revenue accounts and the profit and loss

and appropriation account are as prescribed under regulation 50 and 51 of
PIC general regulations 1953.

(b) TAXATION:
Provision for taxation is based on taxable Income. The corporation accounts

for deferred taxation on all material timing differences using liability method.
However, debit balance, if any, is not recognised in the accounts.

(c) PROVISION FOR BAD AND DOUBTFUL DEBTS:

General provisions, as considered adequate by the management, are made to
cover doubtful debts.

(d)  PREMIUM RESERVE:

Premium reserve represents the balance brought forward plus/minus the
increase/decrease of the following percentages of the amounts by which the
net premium income for the year exceed/decline in relation to the net
premium income of the respective classes of business of the previous year:
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(f)

(9)

(h)

Percent

Fire Business 40
Marine Business:

Marine Cargo 50

Marine Hull 100
Miscellaneous business:

Accident and Engineering. 40

Aviation 100

STAFF RETIREMENT BENEFITS:

The Corporation has established general provident fund and contributory
provident fund for eligible employees which are administered through trustees.
Futhermore, the Corporation also operates funded gratuity and pension
schemes for employees entitled/opted for either of the schemes.

Provisions are made to cover obligation under the funded gratuity scheme.
Provision for pensions are made on the basis of actuarial valuation.

INVESTMENTS:

Investments are carried at cost. Investment fluctuation reserve Is maintained
to cover possible diminution in value of investment.

Profit or loss on sale of investments is taken to the profit and loss account in
the year of sale.

DIVIDEND AND RENTAL INCOME ETC:

Dividend income is recognized in the accounts as and when declared, except
for preference shares and other investments, where it is recognised on an
accrual basis.

Rentals of PIC Towers are recognized as income on an accrual basis.
RESERVE FOR OUTSTANDING CLAIMS:

Outstanding claims whether due or intimated at the end of the year are

accounted for on the information received from the ceding companies and
estimation of the underwriter with respect to the adequacy of reserve.
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(i) LAND AND BUILDING (INCLUDING CAPITAL WORK-IN-PROGRESS) AND
ADMINISTRATIVE FIXED ASSETS:

Leasehold land is shown at cost. Other fixed assets are shown at cost less
depreciation calculated on the written down values using the following rates:

Percent
Building 2
Lifts 20
Vehicles 20
Office Equipment 15
Electrical Installation & Airconditioning Equipment 20
Furniture, Fixtures and Books 10
Computers 20

Full year’s depreciation is charged on fixed assets capitalised du ring the year
and no depreciation is charged in the year of disposal.

Normal repairs and maintenance are charged to expenses as and when
incurred. Gains or losses on disposal of fixed assets are included in current
iIncome.

() EXPENSES OF MANAGEMENT:

These are allocated to the various revenue accounts in proportion to the net
premium income for the year.

(k) FOREIGN CURRENCY TRANSACTIONS:

Revenue transactions in foreign currencies are converted into rupees at the
rates ruling on the date of the transactions. Assets and liabilities in foreign
currencies other than bank accounts are not translated into rupees at the rate
of exchange prevailing at the balance sheet date and the exchange fluctua-
tions are adjusted at the time of settlement. Exchange gains/losses are dealt
with through the profit and loss account.

ZAKAT DEDUCTED AT SOURCE:

Investment income includes dividend received on National Investment Trust units,
which are shown at gross amounts and zakat deducted at source by National
Investment Trust from time to time has been charged off to expense in the year of
such deduction, on consistent basis, although Corporation has filed a constitutional
petition against deduction of zakat by Administrator, Zakat and on basis of legal
opinion favourable decision is expected.
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The aggregate amount of zakat so charged off to profit upto 31-12-1997 amounts to
Rs. 80.276 million (1996: Rs. 69.274 million) of which Rs. 11.002 million is during the
year.

In the event of a decision in favour of the Corporation, the aggregate amount will be
reversed and shown as income on realisation.

RENTAL INCOME - NET

The above represents rental income from PIC Towers and the related expenses.

1997 1996
Rs. ‘000 Rs. ‘000
Rental income

Less: Related expenses - 27,750 22,525
Property taxes (4.1) 18,546 —

Staff salary and maintenance 2,689 4,049
21:235 4,049

6,515 18,476

4.1  This include taxes amounting to Rs. 16.909 million relating to prior years.

PROVISION FOR TAXATION.

The income tax assessment of the corporation has been completed upto and
including assessment year 1996-97.

Income Tax assessment for assessment years 1986-87 to 1996-97 which were under
appeal with the Commissioner of Income Tax (Appeals) were finalised during the year
resulting in excess provision for taxation of Rs. 67.575 million which has been
adjusted in the books. Adjustments in respect of prior year in the profit and loss
account include penalty of Rs. 34.306 million in respect of assessment years from
1992-93 to 1996-97 which is under appeal. The appeal effect, if any, will be
accounted for in the year of finalisation of appeal.

41




ﬁ%

6. RESERVE FOR OUTSTANDING CLAIMS:
6.1 It also includes an amount of Rs. 4.952 million (1996: Rs. 4.952 million)
representing brought forward claims from previous years which relate to
Bangladesh (Former East Pakistan). This is made up as follows:

1997 1996

(Rs. ‘000) (Rs. ‘000)
Fire insurance 2,382 2,382
Marine insurance 1470 1,470
Miscellaneous insurance 1,100 1,100
4,952 4,952

No adjustment has been made in this regard since 1973, pending ascertainment of
actual liabilities in this regard.

il SUNDRY CREDITORS:

It includes an amount of Rs. 0.809 million (1996: Rs. 0.809 million) relating to
Bangladesh creditors.

8. LAND AND BUILDING (INCLUDING CAPITAL WORK-IN-PROGRESS):

1997 1996
(Rs. ‘000) (Rs. ‘000)
Capital work-in-progress:
Leasehold land 796 796
Total Payments made for PIC Towers (8.1) 224,626 224,500
225,422 225,296
Less: Depreciation
— As at January 1 47,308 25,705
— For current year 18,396 21,603
65,704 47,308
159,718 177,988
PIC Building including lifts
at written down value 184 194
PIC House (Residence)
at written down value 670 142
854 336

160,572 178,324
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8.1  Total payments in respect of PIC Towers include cost of civil construction, installation
of lifts, air-conditioning, furnitures, fixtures and electrical installations. Total work as certified
by PIC’s consultant amounts to Rs. 236.5 million out of the total contract price of Rs. 245.5
million. However the Corporation has charged only Rs. 224.6 million to capital work-in-
progress, as it disputes with the consultant and contractors over certification of final bills.
The corporation has formed a committee to resolve the disputes and pending the
resolution, the same has been shown as Capital Work-in-Progress. The Building has been
completed since last three years and also rented out to tenants, from which rental income
is earned and deprecaition is being charged.

9. CASH AND BANK BALANCES.

1997 1996

(Rs. ‘000) (Rs. ‘000)
Cash in hand 29 8
Cash at banks — current account 390 12,570
— deposit account 63,268 23.714
63,687 36,292

10. ASSETS RELATING TO BANGLADESH (FORMER EAST PAKISTAN) :

Assets relating to Bangladesh comprises of fixed assets and investments as follows:

1997 1996
(Rs. ‘000) (Rs. ‘000)

Fixed Assets:
Land and building 8,608 8,608
Furniture and fixtures 4 4
8,612 8,612

Investments:
Stock and shares 7,112 7112
Debentures 250 250
7.362 7.362

15,974 15,974

The realisability of these assets is not determinable at the present time and no
provision for the loss, that may arise as a result of the Corporation losing control over
these assets, has been made.
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12.

CONTINGENCY.

The corporation has lodged a claim of Rs. 105.9 million against National Construction
Company Limited (NCC) in the past for the breach of contract regarding construction
of PIC Towers. A counter claim amounting to Rs. 133.6 million has been lodged by
NCC against PIC for its financial and goodwill loss. Resolution of above claims has
been referred to the building Committee comprising members of both parties,
however, no progress has been made in this regard.

GENERAL :

12.1  Figures have been rounded off to the nearest thousand rupees.

12.2 Figures of previous year have been rearranged, wherever necessary, to
facilitate comparison.
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SHAREHOLDERS’ STATISTICS FOR THE YEAR

ENDED 31ST DECEMBER, 199/.

No. of Total
Shareholdrs No. of Shares Shares held
291 From 1 to 100 9,892
90 From 101 to 500 21,428
15 From 501 to 1,000 15,642
5 From 1,001 to 5,00 11,964
3 From 5,00 to 20,000 29,384
1 From 20,001 to 50,000 24,280
1 From 50,001 to 150,000 132,410
1 From 150,001 to 255,000 255,000
407 500,000
Categories No. of Shares Shares Held Percentage
Individuals 380 43,247 8.65
Investment Companies 1 390 0.07
Insurance Companies 14 184,117 36.83
Joint Stock Companies 8 16,396 3.28
Government of Pakistan
Ministry of Commerce 1 255,000 51.00
Administrator Abandoned
Properties Organisation 1 250 0.05
Modaraba & Leasing Companies 1 100 0.02
Others (Staff Provident Fund)
Adamjee Industries 1 500 0.10
407 500,000 100.00
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SHAREHOLDERS’ STATISTICS FOR THE YEAR

ENDED 31ST DECEMBER, 1997.

CLASSIFICATION OF INVESTMENTS

Government Securities

Bank/Financial Institutions

Term Deposits
N.L.T. Units

SHARES & STOCK (LISTED COMPANIES)

a)
b)
c)
d)
e)
f)

9)
h)
),

Mutual Fund
Insurance

Cotton & Textile
Synthetic & Rayon
Jute

Sugar & Allied
Cement

Tobacco

Fuel & Energy
Engineering

Auto & Allied
Transport
Chemical

Paper & Board
Vanaspati & Allied
Miscellaneous

Debentures

90,993
3,186
6,602
0,256
1,400
4,957
1,624
0,271

63,560
0,955
0,691
9,876

78,794
3,657
0,403
5,408

Total Investments

46

(Rs. ‘000)
Book Value

92,730
25,915
70,000
623,098

272,633
0,264

1,084,640
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PIC Towers, 32-A, Lalazar Drive, M. T. Khan Road,
P.O. Box : 4777, Karachi - Pakistan.
Telephone No. : 9202808 to 14
Telex : 20428 PAKRE PK Telefax : 8202921

E Mail : pic@khi.compol.com




