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Head office National Insurance Company Limited

NIC Building, Abbasi Shaheed Road, Karachi. 

Post Box No. 10506.

PABX: +92(21) 99202741-50

UAN:    111 NIC NIC, 111 642 642

Fax:       +92(21) 99202755 & 79

Email:  info@nicl.com.pk

Web Site:  www.nicl.com.pk

Zonal offices South Zone, Karachi

NIC Building, Abbasi Shaheed Road, Karachi.

PABX: +92(21) 99202741-50

UAN:    111 NIC NIC, 111 642 642

Fax:       +92(21) 99202764

Email:  info@nicl.com.pk

Central Zone, Lahore LDA Plaza, Khalifa Shuja-ud-Din Road, Lahore.

Post Box No. 578

Tel: +92(42) 99201587-90

UAN:    111 NIC NIC, 111 642 642

Fax:       +92(42) 99201559

Email:    nic@lhe.orbit.net.pk

North Zone, Islamabad NIC Building, Jinnah Avenue, Blue Area, Islamabad.

Tel: +92(51) 9216420-34

UAN:    111 NIC NIC, 111 642 642

Fax:       +92(51) 9216424

Email:   nicins@isb.paknet.com.pk

Multan Zone, Multan 2nd floor, Golden Heights near High Court, Multan.

Tel: +92(61)   9201113

Fax: +92(61)   4512585

Branch Offices

Quetta Branch F-10 & 11 Institute of Engineers Building,

Zarghoon Road, Quetta.

Tel: +92(81) 9202226

Fax: +92(81) 9203173

Hyderabad Branch 7th floor, State Life Building, Thandi Sarak, Hyderabad.

Tel: +92(221) 9200274

Fax: +92(221) 9200273

Faisalabad Branch Habib Bank Building, Circular Road, Faisalabad.

Tel: +92(41) 639892, 632858

Fax: +92(41) 639892
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Peshawar Branch State Life Building, The Mall, Peshawar Cantt.

Tel: +92(91)  272517, 272546

Fax: +92(91)  275042

Muzaffarabad Branch Sathrah Secretariat Road, Muzaffarabad, Azad Kashmir.

P.O. Box  No. 89

Tel: +92(58810)  42602

Fax: +92(58810)  42602 

Sukkur Branch Banglow A-43, Sindhi Co-operative Housing Society, 

Main Airport Road, Sukkur.

Tel: +92(71) 9310527

Sahiwal Branch 2nd floor, Naveed Plaza, High Street Road, Sahiwal.

Tel: 040-9200412

Bahawalpur Office Ground floor, Adil Complex, opposite Circuit House, 

Ahmedpur Road, Bahawalpur.

Tel:  062-9255016

Jhang Office Shadab Colony, Canal Road, Jhang, Saddar.

Tel: 047-9200195
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Year 2009 has been a testing period for Pakistan’s economy in general and the Capital Market in particular with internal un-

certainties created by the War on Terror. Despite these challenges, Pakistan has managed to navigate to through the eye of

the storm. In the economic arena, the country’s foreign exchange reserves (with IMF support) have rebounded to US$ 14

billion levels near their historic peak, while import cover is nearing its nine-year average of 51/2 months versus near 2

months in January 2009. This has stabilize the rupee – dollar exchange rate in the PkR82-83/$ range. Above positive

development made it possible to achieve best possible results in general insurance sector. 

It is a matter of pleasure for me to report the performance of National Insurance Company Limited (NICL) in its 10th Annual

Report for the year 2009. NICL continues to excel in performance with recorded yearly gross premium income of over Rs.6

billion which is an increase of 10% over the previous financial year.  

The Company has been able to maintain its unique position in the insurance industry by taking sizeable market share,

despite various economic challenges and will continue to move towards further progression. This has been possible due to

the dedication and efforts of our staff. Our human resource is our greatest asset and we will continue to invest in them.

PERFORMANCE

The written premium this year was Rs. 6.034 billion as compared to Rs. 5.492 billion in 2008. Net premium revenue was Rs.

3.005 billion as against Rs. 2.904 billion in 2008. The rise in net premium was due to the increase in premium from fire & prop-

erty, engineering business along with our newly started underwriting business of crops loan insurance.

The total Underwriting Profit of the Company for the year under review was Rs. 1.630 billion as against profit of Rs. 1.583 bil-

lion in the previous year. The increase in Underwriting Profit was due to increase in overall net premium and decrease in net

claims. A decrease of Rs.314 million in Rental & other income recorded in the year 2009 was due to stability in the Rupee /

Dollar parity. In the year 2008 exchange gain on our foreign currency was Rs.472 million, which was dropped to Rs.126

million in the current year. However, overall net claims ratio stayed at 33% of the net premium.

Two years comparative figures showing the operational results for the years 2009 & 2008 under various heads are presented

hereunder:

Despite the hardships to the General Insurance sector as a whole, NICL has achieved all the desired business targets and has

shown substantial growth in the year 2009.
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Rs. in million

Financial Indicator Dec-09 Dec-08 Increase/(Decrease )%

Gross Premium 6,034 5,492 10 %

Underwriting Profit 1,630 1,583 3 %

Investment Income 2,011 (389) 417 %

Rental & Other Income 301 615 (51 %)

Income Tax 805 886 (9 %)

Profit after Tax 2,533 1,050 141 %

Capital & Reserves 23,915 20,050 19 %

Total Investment 16,227 14,352 13 %

Claim Settlement Ratio 78% 79%                 Highest in the industry

Credit Rating by JCR VIS AA+ AA+                 Highest in the industry



CREDIT RATING OF NICL

By the grace of almighty Allah, once again NICL retained the credit rating of AA+ (Double A Plus) and remained the only non-

life insurance company in Pakistan with this credit rating. 

The rating agency JCR-VIS has recognized NICL amongst the largest insurance companies operating in Pakistan possessing

exclusive rights to business stemming from the government owned organizations. NICL has historically allocated the

majority of its surplus funds to Government securities, comprising T-Bills, FIBs and PIBs and Real Estate. The company Board

of Directors had decided to change its investment mix and enhance the Real Estate portfolio by taking the advantage of on

going recession in the real estate market. 

In rating determinants JCR-VIS has also noted with satisfaction NICL’s enormous capacity for expansion in business volume

and praised the re-insurance arrangements of NICL and its management’s vision to develop Insurance Products in

accordance with the changing demands of the industry, updating its management information system and technology

infrastructure. JCR-VIS also considered unrealized surplus on our investment properties in the credit rating. 

NICL’S ROLE IN THE ECONOMY

As usual the company contributes substantially to the national economy in terms of taxes and duties and the contribution

is increasing as the company continuously to grow. This year the Company contributed Rs. 1.4 billion to the National

Exchequer in the form of Income Tax and Dividend to Federal Government.  The major Sectors of the Economy where NICL

provides coverage is; Energy, Oil and Gas, Transport, Aviation, Motor vehicles and Shipping.

Keeping in view the depressed market of the real estate sector, NICL invested Rs. 3.75 billion for different projects in Karachi,

Lahore and Dubai. The purpose of this investment was to not rely on stock market investment which had caused

Rs. 1.6 billion loss in the year 2008.

NEW PRODUCT INITIATIVES

NICL is also working on launching of Micro Finance Insurance and Health Insurance. The purpose of the both products is to

provide coverage to low income and poor people of the country residing in rural areas on payment of nominal premium.

By providing this innovative insurance coverage NICL’s aim is just to act upon present Government Policies of providing

relief and protection to the nation.

CHALLENGES TO THE INSURANCE SECTOR IN PAKISTAN

Recent waves of terrorism in the country have drastically increased the importance of Insurance in Pakistan and every

organization needs risk coverage for its assets. Great opportunities are available in the market for general insurance in these

areas. Though, NICL being one of the largest Insurance Company is fully capable of providing complete coverage on the

terrorism risk to its clients. Having said this, we need to go for co-Insurance with other Private General Insurance Companies

to increase our retention capacity with in Pakistan. 
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FUTURE ROLE OF NICL

Since 9/11 Pakistan’s economy is badly hit by war against terrorism due to which the whole country remained in the grip of

terror attacks. In this scenario, NICL has been continuously playing its positive and constructive role by safeguarding the

public assets in the best interest of the country. NICL’s strong reserves, its team efforts as well as government patronage made

it all possible.  It is true that NICL has the exclusive rights of the insurance of public assets but with the passage of time many

public sector organizations have been privatized which has reduced its clientele. 

The power shortage in the country is on the top of the agenda of the present democratic government. To overcome the load

shedding problem the government is considering launching a number of power projects and some are in the pipeline. Out

of them Bahasha Hydro Power Project is the biggest one. NICL alone is fully prepared to provide coverage to these projects

due to its strong financial base and expertise. NICL is also ready to collaborate with the private sector insurance companies

under its Public Private Partnership scheme.

On the national level, NICL has to act as a lead risk capacity provider and participate in the insurance of private sector risks

through coinsurance and reinsurance acceptances, the objective being to retain the maximum risks within Pakistan and

reduce the outflow of foreign exchange reserves in shape of reinsurance premium.

The biggest challenge however given to NICL was to reinvent itself in order to compete with the private sector insurance

companies to expand its market share.  Here I would like to say that NICL has evolved various marketing and sale strategies

to compete with the private insurance companies due to its broad financial base and capacity to cope with the risk of big

insuring projects. Obviously, this would entail transformation of NICL along the lines of the fiercely competitive market

driven strategies by the private insurance companies. 

NICL is working on its Private Public Partnership Scheme and has asked private insurance companies to come forward and

join hands with NICL for the insurance coverage of the big projects to be launched in the near future. This would enable to

reduce the outflow of foreign exchange in the shape of reinsurance premium.

In the year 2009 the company was able to earn a premium of Rs. 120 million from crop loan insurance. Therefore, to enhance

the crop loan insurance business, we plan to expand our operations by converting the Multan branch into a Zonal Office

comprising of three new Branches;  Jhang, Bahawalpur and Sahiwal.

The Company is also planning to increase crop loan insurance business by adding new partners like Zarai Taraqiapti Bank

Ltd. (ZTBL), The Bank of Punjab (BOP) and other commercial banks that provide agricultural loans.

On the other hand, we also plan to go international and for this we are planning to open up our first office in Dubai. The

purpose of doing so would be to tap new business within the Gulf region.

For our dedicated staff, we will start working on the long awaited housing colony in Karachi and also construction of the new

NICL building in Lahore for which land has already been purchased.

VISION OF NICL

We have been successful in materializing our last year’s plan to have  a new Management Trainee programme for fresh MBA’s

that  been rolled out in April, 2009. All HEC approved MBA’s will be given a chance to work with NICL and get “On Job Training”

and NICL will also facilitate in taking the Insurance exam ACII. After Successful completion, he/she will be inducted in the

Management Cadre of NICL.
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Due to retirement of our officers, we are also moving to get dynamic people from the open market with expertise in the fields

of insurance, reinsurance, finance and accounts in order to fill the future gap. 

THANKS

Finally, I would like to thank all the employees of NICL who extended to me their support and cooperation since my

appointment in achieving the highest gross premium income in the year 2009. 

I am of the opinion that if the Company continues to be managed more professionally, it has the potential to emerge even

stronger in the years to come. 

My special thanks to all our clients for the trust they reposed in NICL, my assurance to them for NICL’s full support,

cooperation and commitment all the time. I would also acknowledge and appreciate the support and cooperation provided

to us by the Ministry of Commerce and SECP from time to time. 

I am also grateful to my colleagues on the Board of Directors for their valuable contributions and guidance in making NICL

a successful organization.

MUHAMMAD AYYAZ NIAZI

Chairman & Chief Executive 

Karachi: April 8, 2010
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NOTICE OF MEETING

Notice is hereby given that the 10th Annual General Meeting of National Insurance Company Limited will be held at the Head

Office of the Company at Karachi on April 29, 2010 at 1500 hrs to transact the following business:

1. To confirm the minutes of the 9th Annual General Meeting held on April 30, 2009.

2. To receive and adopt the Annual Accounts for the year ended December 31, 2009 and Auditor’s Report thereon as

well as Director’s Report and Statement of Compliance as required under section 46 (6) of Insurance Ordinance,

2000.

3. To consider and if thought fit to approve the payment of Dividend @ 25% (Rs.2.50 per share) for the year ended

December 31, 2009. 

4. To appoint the Auditors and to fix their remuneration to conduct the Audit of Accounts for the year ending

December 31, 2010.

By order of the Board

ATHER NAQVI

Company Secretary 

April 8, 2010

NOTES

(a) A member entitled to attend and vote at the General Meeting is entitled to appoint another member as a proxy to

attend and vote in his place.

(b) An instrument of proxy duly stamped, signed and witnessed and the power of attorney or other authority (if any)

under which it is signed or a notarially certified copy of such power or authority, in order to be valid, must be de-

posited at the registered office of the company at least 48 hours before the time of the meeting.
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The Directors of your Company are pleased to present to you the tenth audited financial statements for the year ended

31 December 2009.

The written premium was Rs. 6.034 billion in 2009 as compared to Rs. 5.492 billion in 2008 while the net premium revenue

was Rs. 3.005 billion as against Rs. 2.904 billion in 2008. The rise in net premium was due to increase in premiums from fire

& property, engineering businesses along with newly started underwriting business of crop loan insurance.

The total Underwriting Profit of the Company for the year under review was Rs. 1,630 million as against profit of Rs. 1,583

million in the previous year. The increase in Underwriting Profit was due to increase in overall net premium and decrease in

net claims. However, overall net claims ratio stayed at 33% of net premium.

PERFORMANCE

Two years comparative figures showing the operational results for the years 2009 & 2008 under various heads are presented

hereunder:

(Rs. in millions)

In the year 2008, when the KSE - 100 Index was frozen at 5,865 points, an unrealized loss of Rs. 1,613 million was accounted

for on investment classified as “held for trading” and “available for sale”. As anticipated for the year 2009 the KSE 100 index

improved by 60 % and closed at 9,387 points on 31-12-2009, resultantly unrealized loss recorded in the year 2008 recovered

by Rs. 1,017 million.

EARNINGS PER SHARE

Your company has reported earning per share of Rs. 12.66 in 2009 as compared to Rs. 5.25 in 2008.
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ACTUAL RESULTS
FOR THE YEAR ENDED

PARTICULARS 2009 2008 INCREASE
/ (DECREASE) 

OVER 2008
Gross Premium 6,034 5,492 572

Reinsurance Cession 3,057 2,380 677

Retained Premium 2,977 3,112 (135)

Net Claims (987) (1,028) (41)

Management Expenses (452) (350) 102

U / W Surplus 1,630 1,583 47

Investment Income 2,011 (389) 2,400

Administrative Expenses (357) (295) 62

Net Profit before Tax 3,586 1,513 2,073



APPROPRIATION OF TOTAL PROFIT AND DECLARATON OF DIVIDEND

Profit after tax of Rs. 2,124 million earned during the year 2009 is proposed to be appropriated as under:

Figures in “000” Rupees

PROFITS

Profit after tax for the year 2009 2,124,096

Un- appropriated profit from the previous year 2008 104,699

2,228,795

PROPOSED APPROPRIATION

Proposed final dividend 500,000

General Reserves 600,000

Reserve for Exceptional Losses 500,000

Un- appropriated profit 628,795 

2,228,795

The Directors are pleased to recommend dividend of Rs. 2.50 per share (25%) to the Shareholders of the Company.

CREDIT RATING 

Once again JCR-VIS Credit Rating Company Ltd. has reaffirmed the AA+ (Double a plus) Institutional Financial Strength (IFS)

rating to NICL for the year 2009, which denotes a very strong capacity to meet policyholders claims and contract obligations.

NICL continues to have unique distinction of being the only Pakistani insurer with AA+ rating from the reliable rating agency

operating in Pakistan

INFORMATION TECHNOLOGY

This year your company has taken the initiative to transform its traditional information system with an end to end solution

comprising of software and hardware. This key technological initiative aligns with our vision to transform and further support

our key decision makings. It will  further streamline operations and inject enhanced visibility into Company’s distributed busi-

ness operations across Pakistan.

We have also implemented computerized Accounting System as part of the infrastructure solution to meet Company’s pro-

jected Online Transactions Processing needs. This will meet present requirements and future needs such as Data Warehouse,

business intelligence and Customer Relationship Management Systems. 

TRAINING AND DEVELOPMENT

Our Human Resource Development Department (HRD) arranges training workshops and seminars for staff development and

growth. This year HR / IT department organised various programs including different modules of GIAS, office automation

and managerial skills.

PROSPECTS FOR 2010 

The management’s short and long term objectives, as in the past, will continue to enhance and strengthen company’s

capital base by increasing net retention of the business and review of our risk management strategy coupled with prudent
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utilization of company’s resources. Apart from this we will provide best services to our clients at their doorstep.

CONTRIBUTION TO THE NATIONAL EXCHEQUER

Your company contributes substantially to the national economy in terms of taxes and duties. The contribution is ever

increasing as the company grows. This year the Company contributed Rs. 1,407 million to the National Exchequer in the

form of Income Tax and Dividend to federal government.

PATTREN OF SHAREHOLDERS.

The Paid up capital of the Company is Rs. 2000 million comprising 200,000,000 ordinary shares of Rs.10 each as per following

details.

President of Pakistan 175,999,993

NICL Employees Empowerment Trust 24,000,000

Nominee of GOP 7

We would like to thank our valued customers for their continued patronage and support. We are also thankful to Ministry

of Commerce, Ministry of Finance, Pakistan Reinsurance Company Limited, Securities & Exchange Commission of Pakistan,

State Bank of Pakistan and statutory auditors for their guidance and assistance.

It is a matter of deep gratification for your Directors to place on record their appreciation for the efforts made by officers and

staff who have contributed to the growth of the Company and the success of its operations.

Karachi: April 08, 2010 

22 National Insurance Company Limited

ANNUAL REPORT 2009

Muhammad Ayyaz Niazi

Chairman & Chief Executive

Syed Hur Riahi Gardezi

Director

Syed Naveed Hassan Zaidi

Director

Muhammad Zahoor

Executive Director Finance



In our opinion and to the best of our knowledge the annexed financial statements comprising of balance sheet, profit and

loss account, statement of comprehensive income, statement of changes in equity, cash flow statement, statement of

premium, statement of claims, statement of expenses and statement of investment income of National Insurance Company

Limited, as at December 31, 2009 together with the notes forming part thereof, for the year then ended have been drawn

up in accordance with the Insurance Ordinance, 2000 and Insurance Rules 2002.

The Company has at all times during the year ended December 31, 2008 complied with the provisions of the Insurance

Ordinance 2000 and Insurance Rules 2002 made thereunder relating to paid up capital, solvency and reinsurance arrange-

ments; and as of today, the Company continues to be in compliance with the provisions of the Insurance Ordinance 2000

and Insurance Rules 2002 made thereunder relating to paid up capital, solvency and reinsurance arrangements. 

Karachi: April 8, 2010
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BOARD MEETINGS:

During the year 2009 TWELVE meetings of the Board of Directors were held. The attendance by each Director is given

below:

NAME OF DIRECTORS NO. OF BOARD MEETINGS ATTENDED

Mr. Muhammad Ayyaz Niazi* 12

Mr. Shafqat Hussain Naghmi** -

Syed Hur Riahi Gardezi 10

Mr. Javed Syed 12

Syed Naveed Hassan Zaidi**            10

Mr. Amin Qasim Dada** 10

Haji Tariq Mahmood Bhutta**                                                    -

*  Mr. Muhammad Ayyaz Niazi appointed as Chairman NICL replacing Mr. Shahid Aziz Siddiqui by the Ministry on Febru-

ary 12, 2009.

** Mr. Shafqat Hussain Naghmi, Syed Naveed Hassan Zaidi, Mr. Amin Qasim Dada and Haji Tariq Mahmood Bhutta nomi-

nated as Directors by Ministry of Commerce on February 16, 2009 in place of Mr. Danishmand, Mr. Nessar Ahmed, Mr.

Qamar Zaman Chaudhry and Mr. Saleemuddin Ahmed.

COMMITTEE MEETINGS: INVESTMENT COMMITTEE AUDIT COMMITTEE HR COMMITTEE

No. of Meetings held 13 06 05

Meetings attended:

Mr. Muhammad Ayyaz Niazi 12 *NM 05 

Mr. Javed Syed 13 05 05

Syed Hur Riahi Gardezi 12 05 02

Syed Naveed Hassan Zaidi 09 05 05

Mr. Amin Qasim Dada *NM 05 *NM 

Mr. Shafqat Hussain Naghmi *NM *NM *NM

Haji Tariq Mahmood Bhutta *NM *NM *NM                   

*NM stands for non-member.

25National Insurance Company Limited

ANNUAL REPORT 2009

Board and Committee Meetings Attended 

by the Directors



(Rs. in millions)

Years Gross Retained Net Loss Underwriting Investment  Profit Income Surplus/ Paid Up Total Investment/ 

Premium Premium Claims Ratio Profit & Misc. before Tax Dividend Capital Reserves/ Land & 

Incurred Income Tax to Govt. Provisions Bldg.

1976* - 66 25 38% 54 17 71 - 14 5 166 223 

1980 494 167 67 40% 82 54 136 75 34 5 340 453 

1990 949 733 299 41% 299 292 591 280 151 5 2,212 2,341 

1999 1,880 1,262 249 20% 743 1,148 1,685 600 400 5 6,231 7,492 

2000** 2,082 1,420 260 18% 873 1,002 1,875 775 400 500 6,344 7,740 

2001 2,277 1,386 183 13% 985 1,069 2,054 785 400 2,000 7,405 8,441 

2002 2,553 1,780 604 34% 1,178 1,044 2,222 835 500 2,000 8,453 9,521 

2003 3,699 1,545 324 21% 966 1,087 2,053 838 500 2,000 9,966 10,294 

2004 4,012 1,990 345 17% 1,019 987 1,852 885 500 2,000 11,637 10,649 

2005 4,249 2,145 619 29% 1,399 1,277 2,475 829 500 2,000 13,279 12,285 

2006 4,453 2,045 380 19% 1,511 1,019 2,380 837 500 2,000 15,323 13,669 

2007 4,352 2,566 236 9% 1,951 1,565 3,303 1,109 500 2,000 17,002 15,311 

2008 5,492 3,112 1,028 35% 1,583 226 1,514 886 500 2,000 18,050 14,352

2009 6,033 2,976 987 33% 1,630 2,313 3,586 805 500 2,000 21,915 16,227

* National Insurance Corporation was incorporated in 1976.

**National Insurance Company Limited was incorporated in 2000.
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(Rs. in millions)

2004 2005 2006 2007 2008 2009 % %

Inc./(Dec.) Inc./(Dec.)

over 2004 over 2008

Gross Premium 4,012 4,249 4,453 4,352 5,492 6,033 50 10 

Underwriting Profit 1,019 1,399 1,511 1,951 1,583 1,630 60 30 

Total Investment Income 987 1,277 1,019 1,555 (248) 2,187 122 09 times

Profit before Tax 1,852 2,475 2,380 3,303 1,514 3,586 94 137 

Dividend & Income Tax 

paid to the Government 1,110 1,228 1,337 1,609 1,386 1,305 18 (6)

Capital & Reserves 13,637 15,279 16,468 19,002 20,050 23,915 75 19 

Total Investments 10,648 12,285 13,669 15,311 14,352 16,227 152 13 

Claims Settlement Ratio 77% 77% 77% 75% 79% 78%
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We have audited the annexed financial statements comprising:

(i) Balance sheet;
(ii) Profit and loss account;
(iii) Statement of comprehensive income;
(iv) Statement of changes in equity;
(v) Cash flow statement;
(vi) Statement of premium;
(vii) Statement of claims;
(viii) Statement of expenses; and
(ix) Statement of investment income;

of National Insurance Company Limited as at December 31, 2009 together with the notes forming part thereof, for the year
then ended.

It is the responsibility of the Company’s management to establish and maintain a system of internal control, and prepare and
present the financial statements in conformity with the approved accounting standards as applicable in Pakistan and the
requirements of the Insurance Ordinance, 2000 (XXXIX of 2000) and the Companies Ordinance, 1984 (XLVII of 1984). Our
responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing as applicable in Pakistan. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting policies used and significant estmates
made by management, as well as, evaluating the overall financial statements presentation. We believe that our audit provides
a reasonable basis for our opinion.

IN OUR OPINION:

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

(b) the financial statements together with the notes thereon have been drawn up in conformity with the Insurance
Ordinance, 2000 and the Companies Ordinance, 1984, and accurately reflect the books and records of the Company and
are further in accordance with accounting policies consistently applied except for the changes in accounting policies
as mentioned in note 6.1 to the financial statements, with which we concur;

(c) the financial statements, together with the notes thereon, present fairly in all material respects, the state of the
Company’s affairs as at December 31, 2009 and of the profit, its cash flows and changes in equity for the year then
ended in accordance with approved accounting standards as applicable in Pakistan, and give the information required
to be disclosed by the Insurance Ordinance, 2000 and the Companies Ordinance, 1984; and

(d) Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980) was deducted by the Company and
deposited in the Central Zakat Fund established under section 7 of that Ordinance.

ANJUM ASIM SHAHID RAHMAN
Chartered Accountants

Shahzada Saleem Chughtai
Karachi: April 08, 2010
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2009 2008

Note (Rupees in ‘000)

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Authorized share capital:

600,000,000 (2008: 600,000,000) ordinary shares of Rs. 10 each 6,000,000 6,000,000 

Issued, subscribed and paid-up share capital 8 2,000,000 2,000,000 

Reserve for exceptional loss 5,600,000 5,100,000 

General reserve 5,900,000 5,300,000 

Retained earnings 2,228,795 1,704,699 

Total equity 15,728,795 14,104,699 

UNDERWRITING PROVISIONS

Provision for outstanding claims (including IBNR) 5,041,465 3,178,894 

Provision for unearned premium 3,109,991 2,731,708 

Commission income unearned 34,789 34,195 

Total underwriting provisions 8,186,245 5,944,797 

DEFERRED LIABILITY

Employee retirement benefits 9 511,991 344,262 

CREDITORS AND ACCRUALS

Premium received in advance 491,917 517,279 

Amount due to the reinsurer 10 1,141,051 884,723 

Accrued expenses 11 441,430 94,255 

Taxation - provision less payment 181,674 284,068 

2,256,072 1,780,325 

OTHER LIABILITIES 12 125,492 78,552

Total liabilities 11,079,800 8,147,936 

CONTINGENCIES AND COMMITMENTS 13

Total equity and liabilities 26,808,595 22,252,635

The annexed notes 1 to 35 form an integral part of these financial statements.
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2009 2008

Note (Rupees in ‘000)

ASSETS

CASH AND BANK DEPOSITS 14

Current and saving accounts 2,686,575 3,349,329 

Deposits maturing within 12 months 800,000 1,457,709 

3,486,575 4,807,038 

LOANS TO EMPLOYEES 

- secured, considered good 15 26,767 25,298 

INVESTMENTS 16 10,955,607 10,979,505 

INVESTMENT PROPERTIES 17 4,471,840 647,346 

DEFERRED TAX ASSET 18 238,767 486,759 

OTHER ASSETS - CONSIDERED GOOD 

Premium due but unpaid  19 1,663,703 1,650,982 

Accrued investment income 218,954 288,962 

Reinsurance recoveries against outstanding claims 3,253,267 1,660,100 

Advances, deposits and prepayments 20 2,081,805 1,607,044 

Other receivables  21 71,132 17,219 

7,288,861 5,224,307 

FIXED ASSETS- TANGIBLE  22

Land and buildings 51,208 55,070 

Furniture, fixtures and office equipment 63,115 12,186 

Motor vehicles 34,388 15,126 

Capital work in process 191,467 -   

340,178 82,382

Total assets 26,808,595 22,252,635
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Fire Marine

and aviation and Motor Liability

Note property transport 

Revenue account

Net premium revenue 681,340 1,575,537 312,323 29,225 

Net claims (319,101) (88,893) (75,459) 6,766 

Management expenses 24 (102,526) (237,084) (46,998) (4,398)

Commission from reinsurer 14,992 2,177 -   -

Net underwriting expenses (87,534) (234,907) (46,998) (4,398)

Underwriting result 274,705 1,251,737 189,866 31,593

Investment (loss) / income

Rental income

Other income 23

General and administration expenses 24

Exchange gain

Profit before tax

Provision for taxation    - current 25

- deferred

Profit after tax

Balance at commencement of the year

Profit after tax for the year

- Dividend 2008: Rs. 2.5 per share (2007: Rs. 2.5 per share)

- Transfer to general reserve

- Transfer to reserve for exceptional losses

Balance of unappropriated profit at end of the year

Earnings per share - basic 28

The annexed notes 1 to 35 form an integral part of these financial statements.
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Others

Worker’s Credit and Accident Crop

Compensation Suretyship and Health Insurance Miscellaneous 2009 2008

(Rupees in ‘000)

10,192 2,820 15,728 19,619 358,215 3,004,999 2,903,518 

1,967 (62) 144 (6,348) (505,668) (986,654) (1,028,247)

(1,534) (424) (2,367) (2,952) (53,904) (452,187) (350,345)

-   -   -   -   46,769 63,938 58,453 

(1,534) (424) (2,367) (2,952) (7,135) (388,249) (291,892)

10,625 2,334 13,505 10,319 (154,588) 1,630,096 1,583,379 

2,011,411 (389,169)

156,572 140,913 

18,809 790 

(357,400) (295,267)

126,111 472,968 

1,955,503 (69,765)

3,585,599 1,513,614 

(804,854) (885,852)

(247,992) 422,515 

(1,052,846) (463,337)

2,532,753 1,050,277 

1,704,696 2,254,422 

2,532,753 1,050,277 

(500,000) (500,000)

(600,000) (600,000)

(500,000) (500,000)

932,753 (549,723)

2,637,449 1,704,696 

12.66 5.25 
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2009 2008

Note (Rupees in ‘000)

Net profit for the year 2,532,753 1,050,277 

Othe rcomprehensive income

Acturial (losses)  on defined benefit plans recognised during the year (408,657) -   

Total comprehensive income for the year 2,124,096 1,050,277 

The annexed notes 1 to 35 form an integral part of these financial statements.
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Share capital Capital reserve Revenue reserves

Issued, Reserve for General Retained Total

subscribed and exceptional reserve earning

paid-up capital losses

-------------------------------- (Rupees in ‘000) --------------------------------

Balance as at January 1, 2008 2,000,000 4,600,000 4,700,000 2,254,422 13,554,422 

Total comprehensive income

for the year -   -   -   1,050,277 1,050,277 

Transfer to general reserve -   -   600,000 (600,000) -   

Transfer to reserve for 

exceptional losses -   500,000 -   (500,000) -   

Transactions with owners

Final dividend - for the year 

ended December 31, 2007 -   -   -   (500,000) (500,000)

Balance as at December 31, 2008 2,000,000 5,100,000 5,300,000 1,704,699 14,104,699 

Total comprehensive income

for the year -   -   -   2,124,096 2,124,096 

Transfer to general reserve -   -   600,000 (600,000) -   

Transfer to reserve for 

exceptional losses -   500,000 -   (500,000) -   

Transactions with owners

Final dividend - for the year 

ended December 31, 2008 -   -   -   (500,000) (500,000)

Balance as at 31 December 2009 2,000,000 5,600,000 5,900,000 2,228,795 15,728,795 

The annexed notes 1 to 35 form an integral part of these financial statements.
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2009 2008

(Rupees in ‘000)

OPERATING ACTIVITIES

a) Underwriting activities

Premiums received 5,863,555 4,875,519 

Reinsurance premium paid (2,801,013) (2,099,164)

Claims paid (1,195,767) (1,364,060)

Reinsurance and other recoveries received 478,516 477,869 

Commissions received 64,531 56,015 

Net cash generated from underwriting activities 2,409,822 1,946,179 

b) Other operating activities

Income tax paid (907,248) (1,336,261)

General management expenses paid (476,229) (559,341)

Other operating receipts 69,470 468,099 

Loans repayments received / (disbursement) - net (1,762) 3,010 

Net cash (used) in other operating activities (1,315,769) (1,417,845)

Total cash generated from all operating activities 1,094,053 528,334 

INVESTMENT ACTIVITIES

Profit / Return received 1,048,152 1,105,450 

Dividends received 120,235 124,806 

Rentals received 101,596 133,476 

Payments for investments (2,042,200) (4,205,500)

Proceeds from disposal of investments 2,979,129 1,833,226 

Fixed capital expenditure (4,122,749) (175,217)

Proceeds from disposal of fixed assets 1,321 701 

Total cash (used in) investing activities (1,914,516) (1,183,058)

FINANCING ACTIVITIES

Dividends paid (500,000) (500,000)

Total cash (used in) financing activities (500,000) (500,000)

Net cash (used in) all activities (1,320,463) (1,154,724)

Cash and cash equivalents at beginning of the year 4,807,038 5,961,762 

Cash and cash equivalents at end of the year 3,486,575 4,807,038
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2009 2008

Note (Rupees in ‘000)

Reconciliation to profit and loss account

Operating cash flows 1,094,053 528,334 

Depreciation expense 24 (39,138) (68,203)

Profit on disposal of fixed assets 23 - 24 

Provision for unearned premium (378,283) (619,482)

Provision for outstanding claims including (IBNR) (269,404) (142,055)

Reinsurance prepaid 406,991 410,859 

Mark-up income 876,835 1,096,161 

Increase in assets other than cash 89,937 416,218 

(Decrease) in liabilities (300,242) (54,416)

Other adjustments:

Reversal / (Provision) for dimunition in value of investment 736,999 (1,189,649)

Gain / (Loss) on revaluation of held for trading investments 344,895 (423,774)

Rental income 156,572 140,913 

(Loss) on sale of investments (64,673) -   

Dividend income 117,355 128,093 

Provision for employee benefits (93,546) (45,670)

Taxation - payment less provision 907,248 1,336,261 

Profit before taxation 3,585,599 1,513,614 

Provision for taxation 25 (1,052,846) (463,337)

Profit after taxation 2,532,753 1,050,277 

Cash and cash equivalents 14

Current and saving accounts 2,686,575 3,349,329 

Deposits maturing within 12 months 800,000 1,457,709 

3,486,575 4,807,038 

The annexed notes 1 to 35 form an integral part of these financial statements.
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Business underwritten inside Pakistan

Premiums Unearned premium resrve Premium

Written Opening Closing earned

(A) (B) (C) (D=A+B-C)

Direct and facultative

Fire and property damage 1,240,150 737,206 756,492 1,220,864 

Marine, aviation and transport 3,387,026 1,299,785 1,610,991 3,075,820 

Motor 326,660 155,526 169,863 312,323 

Liability 25,942 18,070 14,787 29,225 

Others

Worker’s compensation 2,341 9,209 1,358 10,192 

Credit and suretyship 4,111 682 1,973 2,820 

Accident and health 18,091 9,215 11,578 15,728 

Crop insurance 120,006 -   79,204 40,802 

Miscellaneous 909,303 502,015 463,745 947,574 

1,053,852 521,121 557,858 1,017,116 

6,033,630 2,731,708 3,109,991 5,655,348 

The annexed notes 1 to 35 form an integral part of these financial statements.
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Prepaid reinsurance

Reinsurance premium ceded Reinsurance Net premium revenue

ceded Opening Closing expense 2009 2008

(E) (F) (G) (H=E+F-G) (I=D-H)

589,544 309,602 359,622 539,524 681,340 511,402 

1,861,687 955,366 1,316,770 1,500,283 1,575,537 1,673,698 

-   -   -   -   312,323 366,467 

-   -   -   -   29,225 25,735 

-   -   -   -   10,192 8,685 

-   -   -   -   2,820 5,016 

-   -   -   -   15,728 17,395 

62,304 -   41,121 21,183 19,619 -   

543,806 322,894 277,341 589,359 358,215 295,120 

606,110 322,894 318,462 610,542 406,574 326,216 

3,057,341 1,587,862 1,994,854 2,650,349 3,004,999 2,903,518
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Business underwritten inside Pakistan

Claims Outstanding claims claims

paid Opening Closing expense

(A) (B) (C) (D=A-B+C)

Direct and facultative

Fire and property damage 130,452 878,086 1,437,980 690,346

Marine, aviation and transport 291,125 790,867 926,619 426,877

Motor 86,644 87,454 76,269 75,459

Liability -   15,892 9,126 (6,766)

Others

Worker’s compensation 205 2,639 467 (1,967)

Credit and suretyship -   185 247 62

Accident and health 380 2,916 2,392 (144)

Crop insurance -   -   13,201 13,201

Miscellaneous 686,961 1,400,855 2,575,163 1,861,269 

687,546 1,406,595 2,591,470 1,872,421 

1,195,767 3,178,894 5,041,465 3,058,338

The annexed notes 1 to 35 form an integral part of these financial statements.
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Reinsurance Reinsurance and other Reinsurance

and other recoveries in respect of and other

recoveries outstanding claims recoveries Net claims

received Opening Closing revenue 2009 2008

(E) (F) (G) (H=E-F+G) (I=D-H)

(Rupees in ‘000)

163,031 624,765 832,979 371,245 319,101 489,413 

186,559 448,919 600,344 337,984 88,893 209,737 

-   -   -   -   75,459 115,005 

-   -   -   -   (6,766) 12,121 

-   -   -   -   (1,967) 3,682 

-   -   -   -   62 (496)

-   -   -   -   (144) 2,045 

-   -   6,853 6,853 6,348 -   

128,926 586,416 1,813,091 1,355,601 505,668 196,740 

128,926 586,416 1,819,944 1,362,454 509,967 201,971 

478,516 1,660,100 3,253,267 2,071,683 986,654 1,028,247

49National Insurance Company Limited

ANNUAL REPORT 2009

Syed Naveed Hassan Zaidi

Director

Muhammad Zahoor

Executive Director Finance



2009 2008

(Rupees in ‘000)

Business underwritten inside Pakistan

Net Net

Management Commission Underwriting Underwriting

(underwriting) from Expenses Expenses

expenses reinsurers (C=A-B)

(A) (B) (C)

------------------------------ (Rupees in ‘000) ------------------------------

Direct and facultative

Fire and property damage 102,526 14,992 87,534 53,417 

Marine, aviation and transport 237,084 2,177 234,907 200,277 

Motor 46,998 -   46,998 44,219 

Liability 4,398 -   4,398 3,105 

Others

Worker’s compensation 1,534 -   1,534 1,048 

Credit and suretyship 424 -   424 605 

Accident and health 2,367 -   2,367 2,099 

Crop insurance 2,952 -   2,952 -   

Miscellaneous 53,904 46,769 7,135 (12,877)

61,181 46,769 14,412 (9,125)

452,187 63,938 388,249 291,893 

Note: Commission from reinsurers is arrived at after taking the impact of the opening and closing balances of unearned

commission.

The annexed notes 1 to 35 form an integral part of these financial statements.
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For the For the  

Year ended Year ended

December 31, December 31,

2009 2008 

Note (Rupees in ‘000)

Income from trading investments

Gain on trade (i.e. buying and selling difference) net - -   

Dividend Income (earned while holding the securities) 43,113 43,493 

43,113 43,493 

Held to maturity

Return on government securities 654,028 821,920 

Return on other fixed income securities and accounts 326,996 373,288 

Amortization of Discount/(Premium) relative to par (104,189) (99,047)

876,835 1,096,161 

Available for sale

Dividend income 74,242 84,600 

951,077 1,180,761 

(Loss) on sale of available for sales investments (64,673) -   

Gain / (loss) on revaluation of held for trading investments 344,895 (423,774)

Reversal of provision / (provision) for impairment in value of investments 16 736,999 (1,189,649)

Net investment income / (expense) 2,011,411 (389,169)

The annexed notes 1 to 35 form an integral part of these financial statements.
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1. STATUS AND NATURE OF BUSINESS

National Insurance Company Limited (the Company) was incorporated in Pakistan on 31 March 2000 as an unquoted

public limited company under the Companies Ordinance, 1984. The Company’s registered office is situated in NIC

Building, Abbasi Shaheed Road, Karachi, Sindh, with nine branches in the country. The Company is principally engaged

in non-life insurance business of public property, comprising fire, marine, aviation and transportation, engineering,

etc.

With affect from 01 January 2001, the Company took over all the assets and liabilities of former National Insurance Cor-

poration (NIC) at book values of the National Insurance Corporation (Re-organization) Ordinance, 2000. Accordingly,

with effect from 01 January 2001, NIC has been dissolved and ceases to exist and the operations and undertakings of

NIC are being carried out by the Company.

National Insurance Company Limited has a wholly-owned subsidiary Civic Centre Company (Private) Limited, which

is incorporated in Pakistan.

2. BASIS OF PRESENTATION

These financial statements have been prepared on the format of financial statements issued by the Securities and Ex-

change Commission of Pakistan (SECP) through the Securities and Exchange Commission (Insurance) Rules, 2002;

vide S.R.O. 938 dated 12 December 2002.

3. STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as applicable in

Pakistan. Approved accounting standards comprise of such   International Financial Reporting Standards (IFRS) issued

by the International Accounting Standards Board (IASB) as are notified under the Companies Ordinance, 1984, the

requirements of the Companies Ordinance, 1984, the Insurance Ordinance, 2000, the SEC (Insurance) Rules, 2002 or

directives issued by the Securities and Exchange Commission of Pakistan (SECP). Wherever the requirements of the

Companies Ordinance, 1984, the Insurance Ordinance, 2000, the SEC (Insurance) Rules, 2002 or directives issued by

the SECP differ with the requirements of these standards, the requirements of the Companies Ordinance, 1984, the

Insurance Ordinance, 2000, the SEC (Insurance) Rules, 2002 or the requirements of the said directives shall prevail.

The SECP has allowed the insurance companies to defer the application of International   Accounting Standard-39

(IAS 39) Financial Instruments: Recognition and Measurement in respect of valuation subsequent to initial recognition

of investments available for sale. Accordingly, the requirements of IAS 39, to the extent allowed by SECP, as aforesaid,

have not been considered for the preparation of these financial statements.

4. BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention except that held for trading in-

vestments are stated at fair value and obligation under certain employee benefits are measured at present value. 

5. ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements in conformity with approved accounting standards as applicable in Pakistan

requires management to make judgments, estimates and assumptions that affect the application of policies and re-
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ported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions are based

on historical experience and various other factors that are believed to be reasonable under the circumstances, the re-

sult of which form the basis of making the judgments about carrying values of assets and liabilities that are not readily

apparent from other sources.

Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing

basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the revision

affects only that period or in the period of the revision and future periods if the revision affects both current and

future periods.

The Company makes estimates and assumptions that affect the reporting amounts of assets and liabilities within the

next financial year. Estimates and judgments are continually evaluated and based on historical experience and other

factors, including expectations of future events that are believed to be reasonable under the circumstances.

Judgments made by management in the application of approved accounting standards as applicable in Pakistan that

have significant effect on the financial statements and estimates with a significant risk of material adjustments in the

next year are discussed as follows:

5.1 Provision for outstanding claims (including IBNR)

The Company records claims based on the amount of claim lodged by insured. However, the settlement of all the

claims is based on the surveyor’s assessment appointed for ascertainment of the Company’s liability. The surveyor’s

assessment could differ significantly with the claims lodged by the insured, and accordingly amount of claims settled

could materially differ with the amount of liability accrued.

The provision of IBNR is made every year on the basis of actuarial valuation. The actuarial  valuation is made on the

basis of past trend and pattern of reporting of claims. The actuary considers claim lag used to determine the percent-

age of claims relating to prior years and multiply the percentage arrived at with the loss ratio and the concentration

of business for the calculation of unearned premium reserves. The actual amount of such claims could materially differ

from the actuarial estimates.

5.2 Premium deficiency reserve

The Company reviews its claim portfolio (including reinsurance expense) and expected future liability required to be

settled there against on a regular basis. Estimates for premium deficiency are assessed for individual class wise insur-

ance business. Further, these estimates are based on actuarial valuation. The actuary considers gross and net off rein-

surance loss ratio of the Company in each of the prior 15 years.

Based on actuarial valuation carried at 31 December 2009, no provision has been made for premium deficiency, as the

unearned premium reserve for any class of business at the year end is adequate to meet the expected future liability

after reinsurance from claims and other expenses.

5.3 Reinsurance recoveries against outstanding claims

Reinsurance recoveries are accrued on the basis of share of reinsurers in outstanding claims including IBNR as stated

above. The recoveries are finalized when the amounts of outstanding claims are finalized based on surveyor’s assess-

ment. Therefore, reinsurance recoveries booked could proportionately differ with amount of reinsurance recoveries

accrued at balance sheet date.
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5.4 Staff retirement benefits

In accordance with the accounting policy, the management carries out an annual assessment to ascertain staff re-

tirement benefits on the basis of actuarial valuation performed by an expert annually.

5.5 Income taxes

In making the estimates for income taxes currently payable by the Company, the management looks at the current

income tax and the decisions of appellate authorities on certain issues in the past. There are various matters where

the Company’s view differs with the view taken by income tax department.

6. STANDARDS, AMENDMENTS AND INTERPRETATIONS TO PUBLISHED APPROVED ACCOUNTING STANDARDS 

6.1 Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial year, except as follows:

The Company has adopted the following new and amended IFRS during the year:

IAS 1 - Presentation of Financial Statements (Revised)

IFRS 4 - Insurance Contracts

IFRS 7 - Financial Instruments:  Disclosures

IAS 1 - Presentation of Financial Statements (Revised) - This standard requires an entity to present all owner changes in

equity and all non-owner changes to be presented in either in one statement of comprehensive income or in two sep-

arate statements of income and comprehensive income. The revised standard also requires that the income tax effect

of each component of comprehensive income be disclosed. In addition, it requires entities to present a comparative

statement of financial position as at the beginning of the earliest comparative period when the entity has applied an

accounting policy retrospectively, makes a retrospective restatement, or reclassifies items in the financial statements.

The Company has elected to present comprehensive income in two separate statements of income and comprehen-

sive income. Information about the individual components of comprehensive income has been disclosed in statement

of comprehensive income.

IFRS 4 - Insurance Contracts - The IFRS requires a Company to assess at each reporting date adequacy of its insurance

liabilities by objective evidence. Further, it requires additional disclosure relating to identification and explanations

of amounts in the financial statements arising from insurance contracts and the amount, timing and uncertainty of

future cash flows from insurance contracts. The required information has been disclosed in notes to these financial

statements.

IFRS 7 - Financial Instrument: Disclosures (effective from April 28, 2008) supersedes IAS 30 - Disclosure in the Financial

Statements of Banks and Similar Financial Institutions and disclosure requirements of IAS 32 - Financial Instruments:

Disclosure and Presentation. The application of the standard did not have significant impact on the Company’s finan-

cial statements other than increased disclosures.

6.2 Improvements to International Financial Reporting Standards (issued in 2008)

In May 2008, the IASB issued omnibus of amendments to its standards, primarily with a view to removing inconsis-

tencies and clarifying wording. There are separate transitional provisions for each standard. The adoption of the
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amendments resulted in changes to accounting policies, but did not have any impact on the financial position or per-

formance of the Company.

The following amendments and interpretation became effective in 2009, but did not have any impact on the account-

ing policies, financial position or performance of the Company:

IFRS 2 - Share-based Payment

IAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors

IAS 23 - Borrowing Costs

IAS 32 - Financial Instruments: Presentation and IAS - 1 Puttable Financial Instrument and Obligation Arising on Liq-

uidation (Amendment)

IAS 39 - Financial Instruments: Recognition and Measurement

IAS 40 - Investment Property

IFRIC 9 - Reassessment of Embedded Derivatives

IFRIC 13 - Customer Loyalty Programmes

IFRIC 16 - Hedge of a Net Investment in a Foreign Operation

6.3 IASB standards and interpretations issued but not adopted

The following IASB Standards and Interpretations have been issued but are not yet mandatory, and have not yet been

adopted by the Company:

IFRIC 17 - Distributions of Non-Cash Assets to Owners, effective for financial periods beginning on or after July 1, 2009.

Improvements to International Financial Reporting Standards (issued in 2009), effective for financial periods beginning

on or after January 1, 2010

IAS 39 - Financial Instruments: Recognition and Measurement – Eligible Hedged Items (Amendments), effective for fi-

nancial periods beginning on or after July 1, 2009

IFRS 9 - Financial Instruments, effective for financial periods beginning on or after January 1, 2013

IAS 24 - Related Party Disclosures (Revised), effective for financial periods beginning on or after 2011

IAS 32 - Classification of Right Issues (Amendments), effective for financial periods beginning on or after February 1,

2010

IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments, effective for financial periods beginning on or

after July 1, 2010

The application of the above standards and interpretations is not expected to have a material impact on the financial

position or performance of the Company. The management does not intend to early adopt the standards. It has not

been practical to reliably assess the effect of such changes at this stage.
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7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

7.1 Insurance contracts

Insurance contracts are those contracts under which the Company as insurer has accepted insurance risk from the in-

surance contract holder (insured) by agreeing to compensate the insured if a specified uncertain future event (the in-

sured event) adversely affects the insured. Once a contract has been classified as an insurance contract, it remains an

insurance contract for the remainder of its tenure, even if the insurance risk reduces significantly during this period,

unless all rights and obligations are extinguished or expire. 

Insurance contracts are classified into the following main categories, depending on the nature and duration of risk and

whether or not the terms and conditions are fixed.

• Fire and property

• Marine cargo

• Marine hull

• Marine aviation

• Motor

• Others

- Liability

-   Workers’ compensation

-   Credit and surityship

-   Accident and health

-   Miscellaneous (engineering)

Fire and property insurance provides comprehensive cover in respect of loss or damage to property against fire and

lightning, riot and strike damage, atmospheric disturbance, earthquake fire and shock explosion, impact damage,

aircraft damage, malicious damage (such as act of terrorism).

Marine cargo insurance protects all goods while in transit depending upon the needs of a client. 

Marine hull insurance provides cover for ship of all kinds, barges, tugs, dredgers, fishing trawlers, yacht, pleasure boats,

speed boats etc.

Marine aviation covers the aircraft itself for accidental damage or loss from whatsoever cause operating anywhere in

the world subject to certain terms and conditions, and damage to/loss of spare parts of the aircraft/engines against

all risks.

Motor policy provides coverage against accidental damage, fire, burglary, theft, malicious damage,    and strike damage

due to natural calamities.

Liability insurance provides coverage against legal liabilities to pay for death and/or bodily injury to any person and/or

direct damage to the property arising due to accident.

Worker’s compensation policy provides coverage for any legal liabilities of the employers arising out of and in the

course of employment as per Workmen Compensation Act., Fatal Accident Acts, or at Common Law.

Credit and suretyship policy provides coverage to the employer for pecuniary loss sustained by an act of fraud or dis-

honesty committed by the employee.

Accident and health insurance provides cover to a person who sustains any personal injury caused accidentally by vi-
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olence due to any external and visible means, and it provides payment of specified capital benefits following accidental

death, bodily injury, permanent total disablement, and permanent partial disablement, temporary total and temporary

partial disablement caused by an accident.

Crop insurance includes comprehensive agricultural loan insurance schemes for production, development and live-

stock loans.

Miscellaneous (engineering) insurance offers comprehensive and adequate protection against loss or damage in re-

spect of the contract works, construction plant and equipment and/or construction machinery, as well as against

third party claims in respect of property damage and/or bodily injury arising in connection with the execution of con-

struction project.

The Company enters into outward reinsurance arrangements only in the normal course of business in order to limit

the potential for losses arising from certain exposures and does not engage in inward reinsurance arrangements.

The Company neither issues investment contracts nor does it issue insurance contracts with discretionary participation

features (DPF).

7.2 Underwriting provisions

Underwriting provision consist of provision for losses Incurred But Not Reported (IBNR) and provisions for deferment

of premium (unearned premium) and commission income (unearned commission income). These provisions are de-

termined and recorded based on the percentages suggested by the actuarial valuation report. The actuarial valuation

is carried out annually. The actuary considers 1/24th method for determination of percentages for premium for all

classes of business except marine cargo and certain portion of aviation whose policies are separately identified.

Provision for outstanding claims (including IBNR)

A liability is recognized for outstanding claims incurred up to the balance sheet date and is considered to be incurred

at the time of the incident giving rise to the claim, except as otherwise expressly indicate in an insurance contract.

Liability for the claims incurred up to the balance sheet date but not reported to the Company is determined through

an actuarial valuation, results of which are recognized in the financial statements currently.

The above liability includes expected additional settlement costs.

Provision for unearned premium

Provision for unearned premium represents the portion of premium written relating to the unexpired period of cov-

erage and is recognized as a liability by the Company.

Commission income unearned

Unearned commission income from the re-insurers represents the portion of income relating to the unexpired period

of coverage and is recognized as a liability.

7.3 Reinsurance premium ceded

Premium for reinsurance contract operative on a proportional or non-proportional basis is respectively recorded as a

liability on the attachment of the underlying policies reinsured or inception of the reinsurance contract. Reinsurance

premium is recognized as an expense evenly over the period of the underlying policies / indemnity. The portion of rein-

surance premium not yet recognized as expense is recognized as prepayment.
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7.4 Premium deficiency reserve

The Company is required under SEC (Insurance) Rules, 2002 to maintain a provision in respect of premium deficiency
for the individual class of business where the unearned premium liability is not adequate to meet the expected future
liability, after reinsurance, from claims and other supplementary expenses expected to be incurred after the balance
sheet date in respect of the unexpired policies in that class of business at the balance sheet date. The movement in
the premium deficiency reserve (PDR) is recognised in the profit and loss account for the year. 

The requirement for additional provision for unexpired risks is determined on the basis of an actuarial valuation. The
latest valuation was carried out as of December 31, 2009. Based on the actuarial valuation so carried out, the Company
is not required to make any provision for PDR in respect of any class of business. The actuary determines adequacy of
liability of premium deficiency by carrying out analysis of Company’s loss ratio of expired periods. For this purpose av-
erage loss ratio of last fifteen years inclusive of claim settlement cost but excluding major exceptional claims are taken
into consideration to determine ultimate loss ratio to be applied on unearned premium.

7.5 Reinsurance recoveries against outstanding claims

Claims recoveries receivable from the reinsurer are recognized as an asset at the same time as the claims which give
rise to the right of recovery are recognized and are measured at the amount expected to be received. Claims expenses
are reported net off reinsurance in the profit and loss account.

Salvage value recoverable is recognized only if a firm and irrevocable contract and price thereon have been agreed
with the buyer.

7.6 Claims expense

General insurance claims include all claims occurring during the year, whether reported or not, related internal and
external claims handling costs that are directly related to the processing and settlement of claims, a reduction for the
value of salvage and other recoveries, and any adjustments to claims outstanding from the previous years.

The Company recognizes liability in respect of all claims incurred upto the balance sheet date which is measured at
the undiscounted value of the expected future payments. The claims are considered to be incurred at the time of the
incident giving rise to the claim except as otherwise expressly indicated in an insurance contract. The liability for
claims include amounts relating to unpaid reported claims, claims incurred but not reported (IBNR) and expected
claims settlement costs.

Provision for liability in respect of unpaid reported claims is made on the basis of individual case estimates. Provision
for IBNR is based on the actuarial valuation which takes in to account the past trends, expected future patterns of re-
porting of claims and the claims actually reported subsequent to the balance sheet date.

7.7 Amount due to / from reinsurer

Amounts due to / from re-insurer are carried at cost less provision for impairment. Cost represents the fair value of the
consideration to be received / paid in the future for services rendered / received. Provision for impairment on amount
due from reinsurer is established when there is objective evidence that the Company will not be able to collect all
amounts due according to original terms.

7.8 Premium due but unpaid

These are initially recognized at cost which is the fair value of consideration given. Provision for impairment on pre-
mium receivable is established when there is objective evidence that the Company will not be able to collect all
amounts due according to original terms of receivables. Receivables are also analyzed as per their aging and accord-
ingly provision is maintained on a systematic basis.
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7.9 Operating fixed assets

Owned

Operating fixed assets except land, which is stated at cost, are stated at cost less accumulated depreciation and im-

pairment losses, if any.

Depreciation is calculated so as to write off the assets over their expected economic lives under the diminishing bal-

ance method at rates given in note 22 in these financial statements.

Depreciation is charged from the month of addition up to the month preceding the disposal. 

Gains and losses on disposal of fixed assets are taken to profit and loss account currently.

Expenditure incurred subsequent to the initial acquisition of asset is capitalized only when it increases the future eco-

nomic lives embodied in the items of fixed assets. All other expenditure is recognized in profit and loss account as an

expense

Capital work in progress

Capital work in progress is stated at cost. Transfers are made to operating assets when the assets are available for use.

7.10 Investments

All investments are initially recognized at cost, being the fair value of the consideration given and include transaction

costs except for those classified as held for trading. Subsequently, these are recognized and classified as follows:

Held for trading

Quoted investments which are acquired principally for the purpose of generating profit from short-term fluctuations

in price or are comprised in a portfolio of which there is a recent actual pattern of short-term profit taking are classified

as held for trading.

Subsequent to initial recognition these are re-measured at fair value by reference to quoted market prices with the

resulting gain or loss being included in profit or loss for the period in which it arise.

Held to maturity

Investment with fixed maturity, where management has both the intent and ability to hold to maturity, are classified

as held to maturity.

Subsequently, these are measured at amortized cost. Any premium paid or discount availed on acquisition of held to

maturity investment is deferred and amortised over the term of the investment using the effective yield method.

These are reviewed for impairment at year end and any losses arising from impairment in value are charged to the

profit and loss account.

Available for sale

Investment which are intended to be held for undefined period of time but may be sold in response to the need for

liquidity, changes in interest rates, equity prices or exchange rates are classified as available for sale.
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Subsequent to initial recognition at cost, quoted investments are stated at lower of cost or market value (market value

on an individual investment basis being taken as lower if the fall is other than temporary) in accordance with the re-

quirements of the S.R.O. 938 issued by the SECP in December 2002.

Investment in subsidiary company

Investment in subsidiary company is stated at cost.

Basis of measurement and recognition / de recognition of investment

The fair value of investments held for trading is their quoted bid price at the balance sheet date.

Investments held for trading and available for sale investment are recognized / derecognized by the Company on the

date it commits to purchase / sell the investment. Investments held-to-maturity are recognized / derecognized on

the day they are transferred to / sold by the Company.

7.11 Investment properties

Investment properties are accounted for under the cost model in accordance with International Accounting Standard

(IAS) 40, Investment Property, and S.R.O. 938 issued by the Securities and Exchange Commission Pakistan. In accor-

dance with these requirements:

• Leasehold land is stated at cost.

• Building on leasehold land is depreciated so as to write-off the assets over their expected economic lives

under the diminishing balance method at rates given in note 17 to these financial statements.

• Subsequent expenditure and gains or losses on disposals are accounted for in the same manner as operating

fixed assets.

7.12 Trade and other receivables

These are stated net of provision for impairment, if any. Full provision is made against impaired debts.

7.13 Employee benefits

Provident fund

The Company operates a non-contributory provident fund scheme for those eligible employees who have opted the

scheme. Contribution to the fund is made by the employees @ 10% of there basic pay. However, the Company does

not contribute to the fund.

Defined benefit plans

The Company operated the following defined benefit plans / scheme for its employees:

• Fund pension scheme.

• Unfunded gratuity scheme (for employees under Monetized Salary Package Scheme).

• Unfunded post retirement medical benefit scheme.

The employees who have joined the Company on or after 01 January 2001 under Monetized Salary Package Scheme

(MSP) are eligible for gratuity scheme.
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The Company’s obligation under the above scheme are determined by estimating the amount of future benefits that

the employees have earned in return of their services in the current and prior years; that benefits is discounted to de-

termine the present value and the fair value of plan assets, if any, is deducted. The calculation is performed by a qual-

ified actuary using the projected unit credit method. Actuarial valuation is carried out annually.

Unrecognized actuarial gains and losses exceeding ten percent of the greater of present value of defined benefit ob-

ligations and the fair value of  plan assets (if any) are recognized in the profit and loss account over the expected av-

erage remaining working lives of the employees participating in the plans. Otherwise the actuarial gains or losses are

not recognized.

Compensated absences

The Company accounts for all accumulated compensated absences when the employees render service that increases

their entitlement to future compensated absences based on actuarial valuation. The actuarial valuation has been car-

ried out as at 31 December 2009 using the projected unit credit method. Actuarial valuation is carried out annually.

7.14 Creditors and accruals

Liabilities for creditors and other amount payable are carried at cost which is the fair value of the consideration to be

paid in the future for the goods and / or services received, whether or not billed to the Company.

7.15 Taxation

Current taxation

Provision for the current taxation is based on taxable income at current rates of taxation after taking into account tax

credits and rebates available, if any. The charge for the current taxation also includes adjustments where considered

necessary, relating to prior years which arise from assessments framed / finalized during the year or required by any

other reason.

Deferred taxation

Deferred taxation is recognized using the balance sheet liability method for all temporary differences between the

amounts attributed to assets and liabilities for financial reporting purposes and the amount used for taxation purposes.

The amount of deferred tax is recognized based on the expected manner of realization on settlement of the carrying

amount of assets and liabilities using tax rates enacted at the balance sheet date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available

against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is no longer probable

that the related tax benefit will be realized.

7.16 Foreign currency transactions

Foreign currency transactions are translated into Pakistani Rupees at exchange rates prevailing on the date of the

transaction. Monetary assets and liabilities denominated in foreign currencies are translated into Pakistani Rupees at

the rates of exchange prevailing at the balance sheet date. 

Exchange differences, if any, are taken to profit and loss account.
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7.17 Financial instruments

All the financial assets and liabilities are recognized at the time when the Company becomes a party to the contractual

provisions of instrument. Any gains or losses on de-recognition of financial assets and liabilities are taken to profit and

loss account currently.

7.18 Dividend and appropriation to reserves

Dividend and appropriation to reserves are recognized as liability in the Company’s financial statements in the year

in which these are approved.

7.19 Revenue recognition

Premium and Commission

Premium received / receivable under a policy are recognized from the date of the attachment of the policy to which

it relates (Premium income under a policy is recognized over the period of insurance from inception to expiry).

Commission

Commission and other forms of revenue receivable from reinsures are recognized at the time of the issuance of policy.

These are deferred and brought to account as revenue in accordance with the pattern of the recognition of the insur-

ance premium to which they relate.

Investments

Profit on held to maturity instruments is recognized on a time proportion basis taking into account the effective yield

on the investments.

Dividend income

Dividend income is recognized when the right to receive the same is established, i.e., at the time of the closure of

share transfer books of the Company declaring the dividend.

Gain / (Loss) on disposal of investment

Gains/ (Losses) on sale of investments are recognized in the profit and loss account at the time of sale.

Income from investment properties

Rental income on investment properties and return on bank and other saving deposits are recognized on time portion

basis.

7.20 Expenses of management

Expenses of management allocated to the underwriting business represent directly attributable expenses and indirect

expenses allocated on the basis of net premium income under individual business.

7.21 Off setting of financial assets and liabilities

Financial assets and liabilities are off set and the net amount is reported in the financial statements only when there
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is a legally enforceable right to set-off the recognized amount and the Company intends either to settle on a net basis,

or to realize the assets and to settle the liabilities simultaneously.

7.22 Earnings per share

The Company presents basic earnings per share (EPS) for its shareholders. Basic EPS is calculated by dividing the profit

or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares

outstanding during the year.

7.23 Segment reporting

For management purposes, the Company is organized into nine business segments fire and property, marine aviation

and transport, motor, liability, workers’ compensation, credit and suretyship, accident and health, crop insurance and

miscellaneous.

Financing, investment and income taxes are managed on an overall basis and are therefore, not allocated to any seg-

ment. The accounting policies of operating segment are the same as those described in the summary of significant

accounting policies. 

A business segment is a group of assets and operations engaged in providing products or services (business segment)

which are subject to risks and returns that are different from those of other business segments. The Company accounts

for segment reporting using the classes of business as specified under the Insurance Ordinance, 2000 and the SEC (In-

surance) Rules, 2002.

Assets, liabilities and capital expenditures that are directly attributable to segments have been assigned to them while

the carrying amount of certain assets used jointly by two or more segments have been allocated to a segments on a

reasonable basis. Those assets and which can not be allocated to a particular segment on a reasonable basis are re-

ported as unallocated corporate assets and liabilities.

7.24 Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environments

in which the Company operates. The financial statements are presented in Pakistani Rupees, which is the Company’s

functional and presentation currency.

7.25 Impairment

The carrying amount of the assets is reviewed at each balance sheet date to determine whether there is any indication

of impairment of any asset or a group of assets. If any such indication exists, the recoverable amount of such assets is

estimated and impairment losses are recognized in the profit and loss account.

7.26 Provisions

A provision is recognized in the balance sheet when the Company has a legal or constructive obligation as a result of

past events, and it is probable that an outflow of economic benefits will be required to settle the obligation and a re-

liable estimate can be made of the amount the obligation.

7.27 Cash and cash equivalents

Cash and cash equivalents include cash and balances with banks in current, saving and deposit accounts.
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7.28 Transactions with related parties and transfer pricing

The majority of the transactions with related parties represent insurance transactions. These transactions are on arm’s

length basis using “comparable uncontrolled price method”.

7.29 Capital management

The Company’s goals and objectives when managing capital are:

- to maintain a strong capital base to support sustained development of it’s businesses so as to provide reason-

able rewards and protection to all stakeholders, without compromising it’s ability to continue as a going con-

cern.

- to be an appropriately capitalized institution in compliance with the paid-up capital requirement set by the

SECP. During the year, minimum paid-up capital requirement for non-life insurers was raised to R.s. 300 million.

The requirement is to be met in a phased manner by December 31, 2011. The Company’s current paid-up cap-

ital is well in excess of the limit prescribed by the SECP.

The Company is financed by internal sources and exceeds the minimum capital regulatory requirements.

7.30 General

All figures have been rounded off the nearest thousand of rupees.

2009 2008

Note (Rupees in ‘000)

8. ISSUED, SUBSCRIBED AND PAID UP CAPITAL

2009 2008

(Number of shares in ‘000)

10,000  10,000 Ordinary shares of Rs. 10 each fully paid in cash. 100,000 100,000 

190,000 190,000 Ordinary shares of Rs. 10 each issued for 

consideration other than cash. 8.1 1,900,000 1,900,000 

200,000 200,000 8.2 2,000,000 2,000,000 

8.1 These were issued against net aseets at the time of conversion of corporation to limited liability company. 

8.2 175,999,993 (2008: 199,999,993) shares are held by the President of Pakistan while 7 (2008: 7) shares are held by the

directors of the Company in nominee capacities on behalf of the Government of Pakistan and the remaining

24,000,000 shares have been transfered during the year to the Benazir Employees Stock Option Scheme (BESOS) Fund

on behalf of the employees of the Company.

2009 2008

Note (Rupees in ‘000)

9. EMPLOYMEE RETIREMENT BENEFITS

Defined benefit obligations

Medical benefits 27.1.2 457,702 305,424 

Gratuity 27.1.3 9,880 8,239 

Compensated absences 27.1.10 44,409 30,599 

511,991 344,262
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10. AMOUNT DUE TO THE REINSURER

This represents amount due to Pakistan Reinsurance Company Limited (PRCL). The Company has reinsurance arrange-

ments with PRCL only.

2009 2008

Note (Rupees in ‘000)

11. ACCRUED EXPENSES

Due to the pension fund 27.1.2 358,272 23,798 

Reinsurance expense payable to broker - 18,193 

Bonus payable 51,126 34,814 

Salary payable - 27 

Accrued expenses - others 11.1 32,032 17,423 

441,430 94,255 

11.1 These include facility management fee and reimbursable expenses of Rs. 1.5429 million (2008: Rs. 0.0590 million) and

Rs. 0.9074 million (2008: Rs. 2.449 million) respectively, payable to Civic Centre Company (Private) Limited. 

2009 2008

(Rupees in ‘000)

12. OTHER LIABILITIES

Central excise duty payable 77,423 18,226 

Unearned rental income 22,695 31,736 

Security deposits payable 6,050 5,552 

Federal insurance fee payable 7,632 4,253 

Retention money 1,435 485 

Unpresented cheques 1,502 1,184 

Stamp duty payable 3,761 5,666 

Provision for contract employees medical benefit 3,889 3,434 

Sundry creditors 199 216 

Others 906 7,800 

125,492 78,552 

13. CONTINGENCIES AND COMMITMENTS

Contingencies

Various claims / counter claims amounting to Rs. 38.012 million (2008: Rs. 42.455 million) have been lodged by various
parties against the Company. The Company has not acknowledged these claims as the management considers that
the Company is not directly liable to settle these claims. Hence, no provision has been made in these financial state-
ments. 

The above claims include a claim of Rs. 3.193 million (2008: Rs. 3.193 million) against which Habib Bank Limited has
issued a guarantee to the High Court on behalf of the Company.

The Company has issued policies in respect of guarantees against ‘Mobilisation Advance’, ‘Bid Bonds’ and ‘Fidelity
Guarantee’ amounting to Rs. 285 million (2008: Rs. 106.279).

The Company has given  a guarantee amounting to Rs. 1.2 million (2008: Rs. 1.2 million) to Sui Southern Gas Limited
for provision of gas supplies.  
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The tax assessments of the Company have been finalised upto and including the tax year 2008. However, the Company

has filed appeals in respect of certain assessment years which mainly relate to the following:

(i) The Taxation Officer (TO) has finalised assessment for the tax years 2005 and 2008 by giving notice under section 122

of Income Tax Ordinance, 2001 for amendment of assessment. After proceeding under section 122 department passed

the order under section 122(5A) of the Income Tax Ordinance, 2001 for amendment of assessment. The comapany filed

appeals before the Commissioner Inland Revenue (Appeals) which are currenlty pending for adjudication. In addition

to that, rectification applications have also been filed in each respective year which are also pending.

(ii) The Commissioner Inland Revenue (Appeals) passed the order under section 129 of the Income Tax Ordinance, 2001

for the tax years 2004, 2006 and 2007 in which the addition made by the TO has been deleted.  

(iii) Income tax return for the tax year 2009 has been filed by the Company and deemed as assessment order under section

120 of the Income Tax Ordinance, 2001. However, the Commissioner Inland Revenue, may at any time during a period

of five years from the date of filing of return, select the deemed assessment order for audit of the income tax affairs.

Commitments

Commitments in respect of capital expenditure as at December 31, 2009 amounting to Rs. 95,253,144 (2008: Nil). 

14. CASH AND BANK DEPOSITS

This includes an amount of Rs. 1.20 million (2008: Rs. 1.20 million) in respect of guarantee against any damage to Sui

Sothern Gas Company’s pipeline. This amount has been deposited with Habib Bank Limited - FTC Branch, Karachi and

can not be utilized by the Company, as it must be kept as minimum balance in the respective bank account.

15. LOANS TO EMPLOYEES  - secured, considered good

2009 2008

Note (Rupees in ‘000)

Outstanding loans at the year end 33,243 31,481 

Receivable within one year 21 (5,330) (5,037)

15.1 27,913 26,444 

Provision against impaired loans (1,146) (1,146)

26,767 25,298 

Reconciliation of provision against impaired loans

Opening provision 1,146 1,146 

Charge / (Reversal) for the year - -   

Closing provision 1,146 1,146 

15.1 Age analysis of long term loans:

Loans outstanding for periods up to three years 10,660 10,074 

Loans outstanding for periods more than three years 17,253 16,370 

27,913 26,444 
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15.2 Above loans represent mark-up free loans to employees for house rent and automobile loans, and are secured against

retirement benefits of respective employees including, where applicable, charge over the assets for which the loans

have been given. These loans are recoverable in 36 to 180 equal monthly installments. 

2009 2008

Note (Rupees in ‘000)

16. INVESTMENTS

16.1 Types of investments

Held to maturity 16.3

Government securities and balances:

Pakistan Investment Bonds 6,152,482 6,256,671 

Treasury Bills - 2,468,720 

6,152,482 8,725,391 

Other fixed income securities:

Term finance certificates - listed

United Bank Limited - 3rd issue 199,760 199,840 

Pak Hy Oils 30,000 -   

Flying Board and Paper Products Limited 10,000 -   

Pak Arab Fertilizers Limited 9,996 9,998 

249,756 209,838 

6,402,238 8,935,229 

Held for trading

Investments in ordinary shares of listed companies 653,503 306,408 

Investment in subsidiary company

[Civic Centre Company (Private) Limited] 16.2 358,560 358,560 

Available-for-sale 

Units of mutual funds 3,973,825 2,548,825 

Provision against impairment of funds (447,677) (1,186,936)

3,526,148 1,361,889 

Investments in ordinary shares of listed companies 25,117 25,117 

Provision against impairment of investments (9,959) (7,698)

15,158 17,419 

10,955,607 10,979,505 

At December 31, 2009, the fair value of available-for-sale securities was Rs. 3,541 million (2008: Rs. 1,379 million). As

per the Company’s accounting policy, available-for-sale investments are stated at lower of cost or market value (market

value being taken as lower if the reduction is other than temporary). During the year, reversal of impairment has been

made of Rs. 739 million against the impairment of Rs. 1,187 million charged last year as per the requirement of Circular

No. 3/2009  dated February 16, 2009 issued by Securities and Exchange Commission of Pakistan (SECP). 
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2009 2008

Note (Rupees in ‘000)

Reconciliation of provision against impairment of investments 

in funds

Opening provision 1,186,936 -   

(Reversal) / Charge for the year (739,259) 1,186,936 

Closing provision 447,677 1,186,936 

Reconciliation of provision against impairment of investments in 

listed shares

Opening provision 7,698 4,986 

Charge for the year 2,261 2,712 

Closing provision 9,959 7,698

16.2 Subsidiary company 

Equity Investment Equity Investment

% held at cost % held at cost 

2009 2008

(Rupees in ‘000) (Rupees in ‘000)

Name of the company and description of interest

Civic Centre Company (Private) Limited  100 358,560 100 358,560 

The Chief Executive of Civic Centre Company (Private) Limited is Mr. Ashiq Hussain Memon. The break-up value per

share of Rs. 10 each of Civic Centre Company (Private) Limited as per audited financial statements as at December 31,

2009 is Rs. 8.57 (2008: Rs. 8.50).  The break up value per share shall increase over its cost in the event of disposal of hotel

building which is under consideration of relevant government authorities.

16.3 Salient features of held to maturity investments are as follows:

Name of investment Maturity Principal Coupon rate Coupon 

payment (%) payments

Pakistan Investment Bonds April 2011 to May 2016 On maturity 8 to 14 Semi-annually

Term finance certificates-listed September 2014 On maturity KIBOR+1.7 Semi-annually
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17. INVESTMENT PROPERTIES - at cost less accumulated depreciation

2009

C  O  S  T D  E  P  R  E  C  I  A  T  I  O  N Written down Depreciation

As at Additions / As at Accumulated Charge for Accumulated value as at rate on

2009 January 01, (Deletions) December 31, as at the year / as at December 31, written down

2009 2009 January 01, (Disposals) December 31, 2009 value

2009 2009

---------------------------------------------------------------------- (Rupees in ‘000) -------------------------------------------------------------------- % per annum

Lease hold lands

- Karachi 7,904 -   7,904 -   -   -   7,904 - 

- Islamabad 46,193 -   46,193 -   -   -   46,193 - 

- Lahore -   1,170,210 1,170,210 -   -   -   1,170,210 - 

- Dehi Karachi -   981,001 981,001 -   -   -   981,001 - 

Free hold land

- Lahore 389,523 -   389,523 -   -   -   389,523 - 

443,620 2,151,211 2,594,831 -   -   -   2,594,831 - 

Buildings on lease 

hold land

- Karachi 97,288 - 97,288 61,934 3,008 64,942 32,346 5 to 20

- Islamabad 334,007 -   334,007 166,543 15,387 181,930 152,077 5 to 20

- Dubai -   1,698,938 1,698,938 -   7,215 7,215 1,691,723 

- Building on 

freehold land- 

Lahore 1,467 -   1,467 559 45 604 863 

432,762 1,698,938 2,131,700 229,036 25,655 254,691 1,877,009 

876,382 3,850,149 4,726,531 229,036 25,655 254,691 4,471,840

2008

C  O  S  T D  E  P  R  E  C  I  A  T  I  O  N Written down Depreciation

As at Additions / As at Accumulated Charge for Accumulated value as at rate on

2008 January 01, (Deletions) December 31, as at the year / as at December 31, written down

2008 2008 January 01, (Disposals) December 31, 2008 value

2008 2008

---------------------------------------------------------------------- (Rupees in ‘000) -------------------------------------------------------------------- % per annum

Lease hold lands

- Karachi 7,904 -   7,904 -   -   -   7,904 

- Islamabad 46,193 -   46,193 -   -   -   46,193 

- Lahore -   -   -   -   -   -   -   

- Dehi Karachi -   -   -   -   -   -   -   

Free hold land

- Lahore 219,723 169,800 389,523 -   -   -   389,523 

273,820 169,800 443,620 -   -   -   443,620 

Buildings on lease 

hold land

- Karachi 97,288 -   97,288 53,034 8,900 61,934 35,354 5 to 20

- Islamabad 334,007 -   334,007 124,677 41,866 166,543 167,464 5 to 20

- Dubai -   -   -   -   -   -   -   5 to 20

- Building on 

freehold land-

Lahore 1,467 -   1,467 332 227 559 908 

432,762 -   432,762 178,043 50,993 229,036 203,726 

706,582 169,800 876,382 178,043 50,993 229,036 647,346 
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17.1 Building including related lease hold lands are held by the Company for both own use purpose and as investment

properties. The carrying value of these buildings and lease hold lands have been allocated between the investment

properties and asset held for own use on the basis of floor space occupied for respective purposes. 

17.2 At  December 31, 2009, land and buildings were valued on market value basis by Tristar Medallion Services (Private)

Limited, Joseph Lobo (Private) Limited and Dusam & Company (Private) Limited, independant professional valuers.

Market value of lands and buildings based on the valuations amounted to Rs. 5,588.062 million and Rs. 2,541.152 mil-

lion respectively (2008: Rs. 2,216.350 million and Rs.727.177 million respectively). Market value of these assets attrib-

utable to investment properties under the basis indicated in note 17.1 is Rs. 5,590 (2008: Rs. 2,617) million. The

valuation is required to be carried out on an annual basis under the Insurance Rules, 2002.

17.3 Direct operating expenses of Rs. 25,655 (2008: Rs. 50,993) were reported within ‘general and administrative’ expenses,

of which Rs. 6,414 (2008: Rs. 10,198) was incurred on vacant properties that did not generate rental income.

2009 2008

Note (Rupees in ‘000)

18. DEFERRED TAX ASSET

Deferred tax debits / (credits) arose in respect of following temporary deductible differences:

Post retirement medical benefits 80,098 53,449 

Gratuity 3,458 2,884 

Compensated absences 15,543 10,710 

Provision for impairment in investments 156,687 416,377 

Accelerated tax depreciation (17,019) 3,339 

238,767 486,759 

19. PREMIUM DUE BUT UNPAID - unsecured

Considered good 1,663,703 1,650,982 

Considered doubtful 6,048 6,048 

1,669,751 1,657,030 

Provision for doubtful balances (6,048) (6,048)

1,663,703 1,650,982 

Reconciliation of provision for doubtful debts

Opening provision 6,048 6,048 

Charge / (Reversal) for the year - -   

Closing provision 6,048 6,048 

20. ADVANCES, DEPOSITS AND PREPAYMENTS

Advance for issue of preference shares 20.1 60,000 -   

Advances 19,931 14,722 

Deposits 5,400 4,460 

Prepaid reinsurance premium ceded 1,994,853 1,587,862 

Other prepayments 1,621 -   

2,081,805 1,607,044 
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20.1 During the year, Term Deposit Reciepts (TDRs) of Rs. 100 million with First Dawood Investment Bank Limited (FDIBL)

were matured and in settlement FDIBL handed over Term Finance Certificates (TFCs) of Rs. 40 million to the Company.

For the remaining amount of Rs. 60 million, FDIBL agreed to issue its preference shares at par with 4% preference div-

idend, subsequent to the balance sheet date. Accordingly, the Company has recognized the aggreed amount of Rs.

60 million as advance for issue of preference shares as at the balance sheet date.

2009 2008

Note (Rupees in ‘000)

21. OTHER RECEIVABLES  - unsecured, considered good

Current portion of loans to employees 5,330 5,037 

Rent receivable 21.1 52,867 6,932 

Receivable from the provident fund 1,036 1,372 

Others 21.2 11,899 3,878 

71,132 17,219 

21.1 This includes Rs. 0.169 million (2008: Rs. 0.169 million) recievable from Civic Centre Company (Private) Limited on ac-

count of rent.

21.2 This includes Rs. 1.4503 million (2008: Rs. 0.092 million) recievable from Civic Centre Company (Private) Limited on ac-

count of electricity charges and generator services.

2009 2008

Note (Rupees in ‘000)

22. FIXED ASSETS - at cost less accumulated depreciation

Tangible 22.1 148,711 82,382 

Capital work in process 22.2 191,467 -   

340,178 82,382
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22.1 Tangible

2009

C  O  S  T D  E  P  R  E  C  I  A  T  I  O  N Written down Depreciation

As at Additions / As at Accumulated Charge for Accumulated value as at rate on

2009 January 01, (Deletions) December 31, as at the year / as at December 31, written down

2009 2009 January 01, (Disposals) December 31, 2009 value

2009 2009

---------------------------------------------------------------------- (Rupees in ‘000) -------------------------------------------------------------------- % per annum

Owned

Lease hold lands 10,583 -   10,583 -   -   -   10,583 - 

Buildings on lease 

hold lands 98,548 98,548 54,061 3,862 57,923 40,625 5 to 20

Furnitures and fixtures 10,453 5,527 15,980 7,093 692 7,785 8,195 10

Office equipment 9,304 47,676 56,980 5,542 2,828 8,370 48,610 10

Computer equipment 19,236 3,108 22,344 14,244 1,855 16,099 6,245 30

Motor vehicles 39,503 24,822 61,183 24,377 4,239 26,795 34,388 20

(3,142) (1,821)

Library books 376 376 304 7 311 65 10

188,003 81,133 265,994 105,621 13,483 117,283 148,711 

(3,142) (1,821)

188,003 81,133 265,994 105,621 13,483 117,283 148,711 

(3,142) (1,821)

2008

C  O  S  T D  E  P  R  E  C  I  A  T  I  O  N Written down Depreciation

As at Additions / As at Accumulated Charge for Accumulated value as at rate on

2008 January 01, (Deletions) December 31, as at the year / as at December 31, written down

2008 2008 January 01, (Disposals) December 31, 2008 value

2008 2008

---------------------------------------------------------------------- (Rupees in ‘000) -------------------------------------------------------------------- % per annum

Owned

Lease hold lands 10,583 -   10,583 -   -   10,583 - 

Buildings on lease 

hold lands 98,548 -   98,548 43,000 11,061 54,061 44,487 5 to 20

Furnitures and fixtures 9,792 661 10,453 6,759 334 7,093 3,360 10

Office equipment 8,790 514 9,304 5,152 390 5,542 3,762 10

Computer equipment 17,101 2,135 19,236 12,416 1,828 14,244 4,992 30

Motor vehicles 39,214 2,107 39,503 21,929 3,589 24,377 15,126 20

-  (1,818) -  -  (1,141) -  -  

Library books 376 376 296 8 304 72 10

184,404 5,417 188,003 89,552 17,210 105,621 82,382 

(1,818) (1,141)

184,404 5,417 188,003 89,552 17,210 105,621 82,382 

(1,818) (1,141)
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2009 2008

Note (Rupees in ‘000)

22.2 Capital work in proces

Lifts 22.2.1 95,857 -   

Air conditioning plant 22.2.1 1,880 -   

Renovation 22.2.1 91,069 -   

Software 22.2.2 2,661 -   

191,467 -   

22.2.1 These represent amount paid to different contractors in respect of renovation of NIC Building, Karachi.

22.2.2 This represent amount paid to Sidhat Hyder Murshid Associates in respect of General Insurance Accounting Softwarer

(GIAS).

2009 2008

(Rupees in ‘000)

23. OTHER INCOME

Gain on disposal of fixed assets -   24

Reversal of liability 18,193 -   

Miscellaneous income 616 766

18,809 790 

24. MANAGEMENT EXPENSES AND GENERAL AND ADMINISTRATION EXPENSES

2009 2008

Management General and Total Management General and Total

expenses administration expenses administration

expenses expenses

Note ------------------------------------------ (Rupees in ‘000) ------------------------------------------ 

Salaries and other benefits 205,283 130,477 335,760 141,431 88,609 230,040 

Provision against pension liability 27.1.9 32,973 16,844 49,817 19,157 9,774 28,931 

Provision against gratuity liability 27.1.9 1,219 2,488 3,707 717 2,018 2,735 

Provision against post retirement

medical benefits liability 27.1.9 52,991 28,534 81,525 30,226 16,276 46,502 

Provision against compensated 

absences 8,067 5,599 13,666 4,966 3,460 8,426 

Rent 8,403 -   8,403 5,696 -   5,696 

Utilities -   39,548 39,548 -   36,858 36,858 

Repair maintenance 1,313 40,137 1,313,377 916 32,228 33,144 

Legal and professional charges 332 14,997 15,329 293 13,127 13,420 

Auditors’ remuneration 24.1 -   852 852 -   852 852 

Depreciation 18 & 23 2,115 37,023 39,138 1,765 66,438 68,203 

Financial charges 639 547 1,186 606 814 1,420 

Policy holder discount 131,992 -   131,992 138,618 -   138,618 

Miscellaneous 6,860 40,354 47,214 5,954 24,813 30,767 

452,187 357,400 809,587 350,345 295,267 645,612
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2009 2008

(Rupees in ‘000)

24.1 Auditors’ remuneration

Audit fees 797 797 

Out of pocket expenses 55 55 

852 852 

25. TAXATION

Current year 804,854 885,852 

Deferred tax 247,992 (422,515)

1,052,846 463,337 

25.1 Relationship between tax expense and accounting profit:

Profit before taxation 3,585,599 1,513,614 

Tax charge at enacted tax rate of 35 % (2008 : 35%) 1,254,960 529,765 

Tax effect of temporary differences on which deferred 

tax asset has been recognized 247,992 (422,515)

Tax effect of expenses that are not deductible in determining 

the taxable profit (340,163) 588,913 

Prior year tax charge - -   

Tax effect of (income) / loss that are deductible in 

determining the taxable profit (44,139) (165,539)

Tax effect of dividend income taxable at lower tax rate (29,339) (32,023)

Tax effect of property income taxable at lower tax rate (36,465) (35,264)

1,052,846 463,337

26. REMUNERATION OF CHAIRMAN & CHIEF EXECUTIVE AND DIRECTORS

Chairman & Chief Executive Directors

2009 2008 2009 2008

(Rupees in ‘000) (Rupees in ‘000)

Managerial remuneration 2,545 1,102 - -   

Rent and house maintenance -   1,155 - -   

Utilities 128 -   2,094 683 

2,673 2,257 2,094 683 

No. of  persons 1 1 7 7 

The chairman is provided with free use of the Company maintained vehicle and other benefits in accordance with his

entitlements.
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27. EMPLOYEES BENEFITS

27.1 Defined benefit plans

General description

The benefits under the defined benefit plans are payable to the employees as follows: 

Pension scheme 100% commutation at the retirement age of 60 years. Pension is not payable 

in case of service of less than five years. 

Post retirement medical benefits All pensioners and those ex-employees who had retired under a voluntary 

retirement scheme (offered in previous years) with 25 or more years of service.

Gratuity Lump sum payment at the time of leaving the company (with no age limit). 

27.1.1 Principal actuarial assumptions

The actuarial valuation is carried out annually at the year-end using the projected unit credit method. Significant as-

sumptions used for actuarial valuations as at December 31, 2009 are as follows:

2009 2008

% per annum

- Discount rate 12 15

- Expected rate of increase in salary and pension cost 11 14

- Expected rate of price inflation in medical costs 11 14

- Expected rate of return on investments (in case of pension scheme) 16 10

- Expected rate of increase in medical cost due to increase in age of entitled employee 11 14

- Average expected remaining life time of employees 08 years (12 years in case of post 

retirement medical benefits)

- Average per-family medical cost of entitled retirees, Rs. 61,419 per annum (2008: Rs. 51,446)

27.1.2 Reconciliation of amount payable to defined benefit plans

Pension Medical Gratuity Total

benefits

Note ------------------- (Rupees in ‘000) -------------------

Present value of defined benefit obligation 908,641 457,702 9,880 1,376,223 

Fair value of plan assets 550,369 -   -   (550,369)

358,272 457,702 9,880 825,854 

Unrecognized actuarial gain / ( loss ) -   -   -   - 

Net liability in the balance sheet 358,272 457,702 9,880 825,854 

27.1.3 Movement in amount payable under defined benefit plans

Balance as on January 01, 2009 23,798 305,424 8,239 337,461 

Charge for the year 27.1.4 49,817 81,525 3,707 135,049 

Contributions/ Payments during the year (31,381) (13,389) (1,855) (46,625)

Acturial losses charged to other comprehensive income 316,038 84,143 (211) 399,970 

Balance as on December 31, 2009 358,272 457,702 9,880 825,854 
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27.1.4Charge for retirement benefit plans

Pension Medical Gratuity Total

benefits

Note ------------------- (Rupees in ‘000) -------------------

Current service cost 33,049 25,909 2,483 61,441 

Mark-up cost 89,967 55,616 1,224 146,807 

Expected return on assets (73,199) -   -   (73,199)

Actuarial (gains) / losses charged -   -   -   -   

27.1.9 49,817 81,525 3,707 135,049 

27.1.5 Actual return on plan assets

Expected return on plan assets 73,199 -   -   73,199 

Actuarial gain on plan assets 4,967 -   -   4,967 

Actual return on plan assets 68,232 -   -   68,232

2009 2008

Fair value Fair value

(Rupees in ‘000) Percentage (Rupees in ‘000) Percentage

27.1.6 Composition of fair value on plan assets

Defence Savings Certificates -   -

Pakistan Investment Bonds 200,369 36% 166,824 34%

Term deposits 350,000 64% 321,169 66%

Cash and bank 0% -   0%

Fair value of plan assets 550,369 100% 487,993 100%

Borrowings -   -   

Fair value of plan net assets 550,369 487,993 

27.1.7 If the medical cost rate assumed in the actuarial valuation of defined benefit obligations had been varied by +/- 1

percent, this would have altered the Company’s defined benefit schemes at follows:

2009 2008

(Rupees in ‘000) (Rupees in ‘000)

+1% -1% +1% -1%

Aggregate of current service and interest cost 3,039 (2,761) 2,737 (2,487)

Defined benefit obligations for medical costs 17,027 (15,516) 13,793 (12,569)
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27.1.8 Five year data on surplus / deficit of the plan and experience adjustment

Pension Fund

2009 2008 2007 2006 2005

--------------------- (Rupees in ‘000) ---------------------

Present value of defined obligation 908,641 599,779 547,381 484,061 467,664 

Fair value of plan assets (550,369) (487,993) (514,650) (473,385) (449,177)

Deficit in the plan 358,272 111,786 32,731 10,676 18,487 

Expected adjustment arising on plan liability (gain) / loss 233,017 5,707 13,242 (8,252) 9,805 

Expected adjustment arising on plan assets (gain) / loss 4,967 (69,414) (9,511) (8,783) 3,234 

Medical

2009 2008 2007 2006 2005

--------------------- (Rupees in ‘000) ---------------------

Present value of defined obligation 457,702 370,771 300,920 259,578 193,554 

Fair value of plan assets - -   -   -   -   

Deficit in the plan 457,702 370,771 300,920 259,578 193,554 

Expected adjustment arising on plan liability (gain) / loss 18,796 32,940 14,543 49,561 (2,858)

Gratuity

2009 2008 2007 2006 2005

--------------------- (Rupees in ‘000) ---------------------

Present value of defined obligation 9,259 8,161 5,607 4,764 4,757 

Fair value of plan assets - -   -   -   -   

Deficit in the plan 9,259 8,161 5,607 4,764 4,757 

Expected adjustment arising on plan liability (gain) / loss (133) (857) (305) (197) 441

27.1.9 Charge for the year has been allocated as follows: 2009
Pension Medical Gratuity Total

benefits
Note ------------------- (Rupees in ‘000) -------------------

Management expenses 24 32,973 52,991 1,219 87,183 
Administration and general expenses 24 16,844 28,534 2,488 47,866 

49,817 81,525 3,707 135,049 

2008
Pension Medical Gratuity Total

benefits
Note ------------------- (Rupees in ‘000) -------------------

Charge for the year has been allocated as follows:

Management expenses 24 19,157 30,226 717 50,100 
Administration and general expenses 24 9,774 16,276 2,018 28,068 

28,931 46,502 2,735 78,168
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27.1.10 Employees compensated absences

The Company’s liability for compensated absences is determined through an actuarial valuation carried out on an

annual basis by an independant qualified actuary under the projected unit credit method. Principal assumptions used

for actuarial valuation are as follows:

2009 2008

% per annum

- Discount rate 12 15

- Expected rate of salary increase in future years 11 14

Liability of Rs. 44.409 (2008: Rs. 30.599) million as at December 31, 2009 based on the above valuation has been rec-

ognized by the Company.

Acturial losses charged to other comprehensive income in repect of compensated absences amounted to Rs. 8,687,000

28. EARNINGS PER SHARE - basic

There is no dilutive effect on basic earnings per share which is based on:

2009 2008

(Rupees in ‘000)

Profit after tax for the year 2,532,753 1,050,277 

Number of shares

Weighted average number of shares 200,000,000 200,000,000 

-------- (Rupees) --------

Basic earnings per share 12.66 5.25

29. SEGMENT REPORTING

The following presents segment revenue and profit information for the years ended December 31, 2009 and December

31, 2008 and estimated information regarding certain assets and liabilities as at December 31, 2009 and December

31, 2008.
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Fire Marine Motor Miscellaneous Total

2009 2008 2009 2008 2009 2008 2009 2008 2009 2008

------------------------------------------------------------------ (Rupees in ‘000) ------------------------------------------------------------------

Revenue

Premium earned 1,220,864 814,453 3,075,820 2,853,100 312,323 366,467 1,046,341 838,380 5,655,348 4,872,400 

Segment results 274,705 (31,427) 1,251,737 1,263,684 189,866 207,243 (86,212) 143,879 1,630,096 1,583,379 

Investment income 2,011,411 (389,169)

Other income 18,809 790 

Rental income 156,572 140,913 

General and administration expenses (357,400) (295,267)

Exchange gain 126,111 472,968 

1,955,503 (69,765)

Profit before taxation 3,585,599 1,513,614 

Provision for taxation - net (1,052,846) (463,337)

Profit after taxation 2,532,753 1,050,277 

Other information

Segment assets

Reinsurance recoveries against 

outstanding claims 702,308 277,496 1,769,381 972,094 179,665 124,861 601,913 285,649 3,253,267 1,660,100 

Premium due but unpaid 359,157 275,972 904,852 966,755 91,880 124,175 307,815 284,080 1,663,703 1,650,982 

Prepaid reinsurance premium 

ceded 430,644 265,421 1,084,957 929,794 110,168 119,428 369,084 273,219 1,994,853 1,587,862 

1,492,109 818,889 3,759,190 2,868,643 381,713 368,464 1,278,812 842,948 6,911,823 4,898,944 

Unallocated corporate assets 19,896,772 17,353,691 

Consolidated total assets 26,808,595 22,252,635 

Segment liabilities

Provision for outstanding claims 1,088,340 531,373 2,741,942 1,861,445 278,421 239,094 932,762 546,982 5,041,465 3,178,894 

Provision for unearned premium 671,378 456,623 1,691,456 1,599,589 171,753 205,459 575,404 470,037 3,109,991 2,731,708 

Commission income unearned 7,510 5,716 18,921 20,023 1,921 2,572 6,437 5,884 34,789 34,195 

Premium received in advance 106,194 86,467 267,543 302,900 27,167 38,906 91,013 89,006 491,917 517,279 

Amount due to the reinsurer 246,328 147,887 620,593 518,062 63,016 66,543 211,114 152,231 1,141,051 884,723 

2,119,750 1,228,066 5,340,455 4,302,019 542,278 552,574 1,816,730 1,264,140 9,819,213 7,346,799 

Unallocated corporate liabilities 1,260,587 801,137 

Consolidated total liabilities 11,079,800 8,147,936

30. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

30.1 Financial risk management objectives and policies

The Company is exposed to a variety of financial risks: market risk, yeild/mark-up rate risk, foreign currency risk, credit

risk and liquidity risk that could result in a reduction in the Company’s net assets or a reduction in the profits available

for dividends. 

The Company’s overall risk management programme focuses on the unpredictability of financial markets and seeks

to minimise potential adverse effects on the Company’s financial performance.

The Board of Directors has the overall responsibility for the establishment and oversight of the Company’s risk man-

agement framework. There are Board Committees for developing risk management policies and its monitoring.

30.1.1 Market risk

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices,
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whether those changes are caused by factors specific to the individual security, or its issuer or factors affecting all 

securities traded in the market.

The Company is exposed to market risk with respect to its investments. The Company limits market risk by maintaining

a diversified portfolio and by continuous monitoring of developments in equity and government securities. In 

addition, the Company actively monitors the key factor that affect stock exchange and government securities.

Sensitivity analysis

The table below summarizes Company’s equity price risk as of December 31, 2009 and 2008 and shows the effects of

a hypothetical 10% increase and a 10% decrease in market prices as at the year end. The selected hypothetical change

does not reflect what could be considered to be the best or worst case scenarios. Indeed, results could be worse in

Company’s equity investment portfolio because of the nature of equity markets.

Estimated Hypothetical Hypothetical

fair value increase / increase /

Fair value Hypothetical after (decrease) in (decrease) in

price change hypothetical shareholder’s profit / (loss)

change in price equity before tax

------------------------------- (Rupees in ‘000) -------------------------------

December 31, 2009 4,354,469 10% increase 4,789,916 435,447 435,447 

10% decrease (4,789,916) (435,447) (435,447)

December 31, 2008 1,690,325 10% increase 1,859,358 169,033 169,033 

10% decrease (1,859,358) (169,033) (169,033)

30.1.2 Yield / Mark up Rate Risk

Yield / Mark up rate risk is the risk that the value of the financial instrument will fluctuate due to changes in the market

yield / mark up rates. Sensitivity to yield / mark up rate risk arises from mismatches of financial assets and liabilities

that mature or reprice in a given period. The Company manages these mismatches through risk management strate-

gies where significant changes in gap position can be adjusted. The Company is exposed to yield / mark up rate risk

in respect of the following:
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2009
Effective Profit / Mark-up bearing Non-profit/ Total

profit / markup Less than More than mark-up
rate % one year one year bearing

---------------------------- (Rupees in ‘000) ----------------------------

Financial assets

Current and saving accounts 1,829,500 -   857,075 2,686,575 
Deposits maturing within 12 months 15 800,000 -   -   800,000 
Loans to employees -   -   32,097 32,097 
Investments (a) -   6,402,238 4,553,369 10,955,607 
Premium due but unpaid -   -   1,663,703 1,663,703 
Accrued investment income -   -   218,954 218,954 
Re insurance recoveries against 

outstanding claims -   -   3,253,267 3,253,267 
Advances and deposits -   -   85,331 85,331 
Other receivables -   -   64,766 64,766 

2,629,500 6,402,238 10,728,562 19,760,300 

Financial liabilities

Provision for outstanding claims -   -   5,041,465 5,041,465 
Premium received in advance -   -   491,917 491,917 
Amount due to the reinsurer -   -   1,141,051 1,141,051 
Accrued expenses -   -   441,430 441,430 
Other liabilities -   -   125,492 125,492 

-   -   7,241,355 7,241,355 

On balance sheet gap       2,629,500 6,402,238 3,487,207 12,518,945

2008
Effective Profit / Mark-up bearing Non-profit/ Total

profit / markup Less than More than mark-up
rate % one year one year bearing

---------------------------- (Rupees in ‘000) ----------------------------

Financial assets

Current and saving accounts 2,540,833 808,496 3,349,329 
Deposits maturing within 

12 months 10.00 - 21.75 1,457,709 -   -   1,457,709 
Loans to employees -   -   30,335 30,335 
Investments (a) 2,468,720 6,466,509 2,044,276 10,979,505 
Premium due but unpaid -   -   1,663,703 1,663,703 
Accrued investment income -   -   288,962 288,962 
Re insurance recoveries against 

outstanding claims 1,660,100 1,660,100 
Advances and deposits -   -   19,182 19,182 
Other receivables -   -   10,810 10,810 

6,467,262 6,466,509 6,525,864 19,459,635 

Financial liabilities
Provision for outstanding claims -   -   3,178,894 3,178,894 
Premium received in advance -   -   517,279 517,279 
Amount due to the reinsurer -   -   884,723 884,723 
Accrued expenses -   -   94,255 94,255 
Other liabilities -   -   78,552 78,552 

-   -   4,753,703 4,753,703 

On balance sheet gap        6,467,262 6,466,509 1,772,161 14,705,932 

(a) Refer note 16.3 for the details of profit rates.



30.1.3 Credit risk and concentration of credit risk

Credit risk is the risk, which arises with the possibility that one party to a financial instrument will fail to discharge its

obligation and cause the other party to incur a financial loss. The Company attempts to control credit risk by moni-

toring credit exposures by undertaking transaction with the large number of counterparties in various industries and

by continually assessing the credit worthiness of counterparties.

Concentration of credit risk arises when a number of counterparties have a similar type of business activities. As a re-

sult, any change in economic, political or other conditions would affect their ability to meet contractual obligation in

the similar manner.

Furthermore, the financial assets as at the year end included Rs. 6.152 billion (2008: Rs.8.725 billion) which have been

invested in risk free government securities. For the remaining financial assets of Rs. 13.307 billion (2008: Rs.8.890 bil-

lion), the Company attempts to control credit risk by monitoring the credit exposure, limiting transaction with specific

customers and continuing assessment of credit worthiness of the customers.

The Company is exposed to credit risk on premium receivable from customer and for commission and claim recoveries

from reinsurer. The management monitors exposure to credit risk through regular review of credit exposure and pru-

dent estimates of provisions to doubtful receivables.

The age analysis of receivables is as follows:

2009 2008

Upto 1 year 4,292,293 3,549,825 

1 - 2 years 998,974 624,806 

2 - 3 years 754,203 508,190 

Over 3 years 1,270,158 571,822 

7,315,628 5,254,643 

The credit quality of Company’s bank balances can be assessed with reference to external credit ratings as follows:

Rating Rating

Short term Long term Agency 2009 2008 

Allied Bank Limited A1+ AA PACRA 203,309 2,802 

Bank Al habib A1+ AA+ PACRA 305 6,422 

Bank of khyber A-3 BBB+ JCR-VIS 397 270 

Habib Bank Limited A1+ AA+ JCR-VIS 910,346 10 

MCB Bank Limited A1+ AA+ PACRA 250,071 1,618 

National Bank of Pakistan A1+ AAA JCR-VIS 81,040 869 

Standard Chartered Bank A1+ AA+ JCR-VIS 912,916 794 

United National Bank (London) A1+ AA+ JCR-VIS 1,009 7 

Bank Sarasin - Alpene (Dubai) A-1 A+ S&P 936 370 

Deutsche Bank AG A-1 A+ S&P 371,684 2 

2,732,013 50,500 

30.1.4 Foreign exchange risk

Foreign currency risk arises mainly where receivables / payables exist due to transactions with foreign undertakings.

Financial assets and liabilities exposed to foreign exchange risk amounted to Rs. 2.457 (2008: Rs. 4.859) billion and Rs.
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1.741 (2008: Rs. 0.871) billion respectively, at the end of the year. The Company has made appropriate policies to man-

age foreign exchange risk.

30.1.5 Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its funding requirements. To guard against this risk,

the Company has diversified funding sources and assets are managed with liquidity in mind, maintaining a healthy

balance of cash and cash equivalents and readily marketable securities. The maturity profile is monitored to ensure

that adequate liquidity is maintained.

The table below summarises the maturity profile of the Company’s financial liabilities. The contractual maturities of

these liabilities at the year end have been determined on the basis of the remaining period at the balance sheet date

to the contractual maturity date. Financial liabilities not having a contractual maturity are assumed to mature on the

expected date on which these liabilities will be settled.

2009

Within one Over one year Over five years Total 

year to five years 

Note ------------------------ Rupees in ‘000 ------------------------

Financial liabilities

Provision for outstanding claims 865,400 3,686,418 489,647 5,041,465 

Staff retirement benefits 9 - 511,991 -   511,991 

Premium received in advance 224,350 267,567 -   491,917 

Amount due to the reinsurer 10 926,500 214,551 -   1,141,051 

Accrued expense 11 441,430 - -   441,430 

Other liabilities 12 125,492 -   -   125,492 

2,583,172 4680,527 489,647 7,753,346 

2008

Within one Over one year Over five years Total 

year to five years 

Note ------------------------ Rupees in ‘000 ------------------------

Financial liabilities

Provision for outstanding claims 545,678 2,324,470 308,746 3,178,894 

Staff retirement benefits 9 - 344,262 -   344,262 

Premium received in advance 235,917 281,362 -   517,279 

Amount due to the reinsurer 10 718,869 166,354 -   884,723 

Accrued expense 11 94,255 -   -   94,255 

Other liabilities 12 78,552 -   -   78,552 

1,672,771 3,116,448 308,746 5,097,965

31. INSURANCE RISK

The risk under any insurance contract is the possibility that the insured event occurs and the uncertainty in the amount

of compensation to the insured. Generally most insurance contracts carry the insurance risk for a period of one year. 

The Company accepts insurance through issuance of general insurance contracts. For these general insurance con-
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tracts the most significant risks arise from fire, atmospheric disturbance, earthquake, terrorist activities and other ca-

tastrophes.

The Company’s risk exposure is mitigated by employing a comprehensive framework to identify, assess, manage and

monitor risk. This framework includes implementation of underwriting strategies which aim to ensure that the under-

written risks are well diversified in terms of type and amount of the risk. Adequate reinsurance is arranged to mitigate

the effect of the potential loss to the Company from individual to large or catastrophic insured events. Further, the

Company adopts strict claim review policies including active management and prompt pursuing of the claims, regular

detailed review of claim handling procedures and frequent investigation of possible false claims to reduce the insur-

ance risk. 

31.1 Frequency and severity of claims

Risk associated with general insurance contracts includes the reasonable possibility of significant loss as well as the

frequent occurrence of the insured events. This has been managed by having in place underwriting strategy, reinsur-

ance arrangements and proactive claim handling procedures.

The concentration of risk by type of contracts is summarised below by reference to liabilities.

Gross sum insured Reinsurance Net

2009 2008 2009 2008 2009 2008

-------------------------------------- (Rupees in million) --------------------------------------

Fire 704,129 586,774 542,179 441,958 161,950 144,816

Marine, aviation, hull 479,063 392,675 465,745 381,759 13,318 10,916 

Motor 10,231 9,732 - -   10,231 9,732 

Liability 5,819 5,363 - -   5,819 5,363 

Worker’s compensation 131 125 - -   131 125 

Credit and suretyship 1,292 1,271 - -   1,292 1,271 

Accident and health 12,496 12,283 - -   12,496 12,283 

Miscellaneous 346,070 300,250 337,868 293,524 8,202 6,726 

1,559,231 1,308,473 1,345,792 1,117,241 213,439 191,232

The reinsurance arrangements against major risk exposure include excess of loss, surplus arrangements and cata-

strophic coverage. The objective of having such arrangements is to mitigate adverse impacts of severe losses on Com-

pany’s net retentions.

Uncertainty in the estimation of future claims payment

Claims on general insurance contracts are payable on a claim occurrence basis. The Company is liable for all insured

events that occur during the term of the insurance contract including the event reported after the expiry of the in-

surance contract term.

An estimated amount of the claim is recorded immediately on the intimation to the Company. The estimation of the

amount is based on management judgment or preliminary assessment by the independent surveyor appointed for

this purpose. The initial estimates include expected settlement cost of the claims. The estimation of provision of claims

incurred but not reported (IBNR) is based on analysis of the past claim reporting pattern.

There are several variable factors which affect the amount and timing of recognized claim liabilities. The Company

takes all reasonable measures to mitigate the factors affecting the amount and timing of claim settlements. However,

uncertainty prevails with estimated claim liabilities and it is likely that final settlement of these liabilities may be dif-

ferent from initial recognized amount. Similarly, the provision for claims incurred but not reported is based on historic
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reporting pattern of the claims; hence, actual amount of incurred but not reported claims may differ from the amount

estimated.

31.2 Key assumptions

The principal assumption underlying the liability estimation of IBNR and Premium Deficiency Reserves is that the

Company’s future claim development will follow similar historical pattern for occurrence and reporting. The manage-

ment uses qualitative judgment to assess the extent to which past occurrence and reporting pattern will not apply in

future. The judgment includes external factors e.g. treatment of one-off occurrence claims, changes in market factors,

economic conditions, etc. The internal factors such as portfolio mix, policy conditions and claim handling procedures

are further used in this regard.

The assumed net off reinsurance loss ratios for each class of business is as follows:

Assumed Net Assumed Net 

Loss Ratio Loss Ratio

2009 2008

Class

Fire and property 45% 43%

Marine, aviation and transport

Marine cargo 25% 26%

Marine hull 42% 45%

Aviation hull 35% 37%

Motor 63% 52%

Others

Liability 63% 52%

Workers’ compensation 63% 52%

Credit and suretyship 63% 52%

Accident and health 63% 52%

Crop insurance 52% N/A

Miscellaneous 43% 44%

31.3 Sensitivity analysis

The risks associated with the insurance contracts are complex and subject to a number of variables which complicate

quantitiative sensitivity analysis. The Company makes various assumptions and techniques based on past claims de-

velopment experience. This includes indications such as average claims cost, ultimate claims numbers and expected

loss ratios. The Company considers that the liability for insurance claims recognised in the balance sheet is adequate.

However, actual experience will differ from the expected outcome.

As the Company enters into short term insurance contracts, it does not assume any significant impact of changes in

market conditions on unexpired risks. However, some results of sensitivity testing are set out below, showing the im-

pact on profit before tax net of reinsurance.

Pre tax profit Shareholders’ equity

2009 2008 2009 2008 

------------------------ (Rupees in ‘000) ------------------------

10% increase in loss (358,560) (151,361) (233,064) (98,385)

10% decrease in loss 358,560 151,361 233,064 98,385 
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31.4 Claims development

The development of claims against insurance contracts issued is not disclosed as uncertainty about the amount and

timing of claim settlement is usually resolved within one year.

31.5 Reinsurance risk

Reinsurance ceded does not relieve the Company from its obligation towards policy holders and, as a result, the Com-

pany remains liable for the portion of outstanding claims reinsured to the extent that reinsurer fails to meet the ob-

ligation under the reinsurance agreements.

An analysis of all reinsurance assets recognised by the rating of the entity from which it is due are as follows: 

Reinsurance

Amount due recoveries Other

from other against reinsurance 2009 2008 

insurers / outstanding asset

reinsurers claims

---------------------------------- (Rupees in ‘000) ----------------------------------

A or above (including PRCL) -   3,253,267 1,994,853 5,248,120 3,247,962 

BBB -   -   -   - -   

Others -   -   -   - -   

Total -   3,253,267 1,994,853 5,248,120 3,247,962 

31.6 Geographical concentration of insurance risk

To optimize benefits from the principle of average and law of large number, geographical spread of risk is of extreme

importance. There are a number of parameters which are significant in assessing the accumulation of risks with ref-

erence to the grographical location, the most important of which is risk survey.

Risk surveys are carried out on a regular basis for the evaluation of physical hazards associated with the commercial/in-

dustrial/residential occupation of the insureds.

The ability to manage catastrophic risk is tied to managing the density of risk within a particular area. For catastrophic

aggregates, we have utilised precise grographic CRESTA (Catastrophe Risk Evaluating and Standardizing Target Accu-

mulations) codes with reference to the accumulation of sums insured in force at any particular location against natural

perils. It provides a way to better visualize the risk exposures so the Company determines the appropriate amount of

reinsurance coverage to protect the business portfolio.

32. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is an amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing

parties in arm’s length transaction. Consequently, difference may arise between the carrying values and the fair values

estimates.

The carrying value of the financial instruments reported in the financial statemenets approximate their fair value ex-

cept that investments have a lower market value as stated in note 16.

33. RELATED PARTY TRANSACTIONS

Aggregate transactions with Civic Centre Company (Private) Limited during the year are as follows: 
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2009 2008
(Rupees in ‘000)

- Rental charges -   613 
- Electricity charges -   -   
- Facility management service fee 6,706 6,243 
- Furniture purchased at written down value - 22 

Aggregate balances with Civic Centre Company (Private) Limited during the year are as follows: 

- Rental charges 169 169 
- Electricity charges 92 92 
- Facility management service fee (1,543) (590)
- Reimbursable expenses (908) (2,449)

The Company has related party relationships with the pension fund scheme (note 27) and provident fund (note 7.13)
and its key management personnel.

33.1 Terms and conditions of transactions with related parties

The transactions with related parties are made at normal market prices. There have been no guarantees provided or
received for any related party receivables or payables. Accrual of liability in respect of the pension benefit fund is
made in accordance with the actuarial advice (refer note 27). The Company does not make any contribution to the
provident fund. Remuneration to key management personnel are included in note 26 to these financial statement and
are determined in accordance with the terms of their employment / appointment. Certain key management personnel
are also provided with free use of the Company maintained vehicles and post retirement benefits in accordance with
their entitlement under the terms of their employment.

33.2 Profit oriented state-controlled entities - various
2009 2008

(Rupees in ‘000)

Insurance premium written 6,033,630 5,491,882 
Insurance claims paid 1,195,767 1,364,060 
Re-insurance ceded 3,057,341 2,379,741 
Re-insurance recoveries 478,516 477,869 
Facility management service fee 6,706 6,243

34. NON-ADJUSTING EVENT AFTER THE BALANCE SHEET DATE

The Board of Directors in its meeting held on April 08 , 2010 has proposed a cash dividend of 25% (2008: 25%).  These

distributions will be approved in the forthcoming Annual General Meeting. The financial statements for the year ended

December 31, 2009 do not include the effects of the following appropriations which will be accounted for in the

financial statements for the year ended December 31, 2010 as follows:

Transfer from unappropriated profit to proposed dividend Rupees  500 million (2008: Rs. 500 million).

35. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorized for issue in the Board of Directors meeting held on April 08 , 2010.
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DIRECTORS’ REPORT

GENTLEMEN

The Directors are pleased to present the 10th Annual Report of National Insurance Company Limited with the Consolidated

audited Balance Sheet, Consolidated Profit & Loss Account, Consolidated Statement of Comprehensive Income, Consolidated

Statement of Changes in Equity, Consolidated Cash Flow Statement, Consolidated Statement of Premium, Consolidated

Statement of Claims, Consolidated Statement of Expenses and Consolidated Statement of Investment Income as at 

December 31, 2009, together with the notes forming part thereof. 

The consolidation of financial statements of National Insurance Company Limited with its subsidiary M/S Civic Centre 

Company (Pvt) Limited acquired in January 2005 was carried out in compliance with the requirements of Section 237 of the

Companies Ordinance 1984.

PERFORMANCE

Comparative figures of consolidated operational results for the years 2009 against 2008 were as follows:-

(Rs. in millions)
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ACTUAL RESULTS

FOR THE YEAR ENDED

PARTICULARS 2009 2008 % INCREASE /

(DECREASE) 

Gross Premium 6,034 5,492 10

Reinsurance Cession 3,057 2,380 28

Retained Premium 2,977 3,112 (4)

Net Claims 987 1,028 (4) 

Management Expense 452 350 29

U/W Surplus 1,630 1,583 3

Rental Income 161 144 12 

Investment Income 2,030 (374) 643

Administrative & other expenses 387 314 23

Net Profit before Tax 3,579 1,514 136



It will be appreciated that earnings for our subsidiary company come mostly from investment income other than insurance

and as a result, the consolidation of financial statements has marginally effected holding company's retained earnings, ac-

crued expenses, taxation and other liabilities on the liabilities side and deposit, investment properties, deferred tax assets,

accrued investment income etc on the asset side of the balance sheet as on December 31, 2009. Rental income has witnessed

an increase of Rs. 17 million.

The holding company acquired CCC in January 2005 at the acquisition cost of Rs. 358.560 million with a share value of Rs.

8.00 per share. As per revaluation as at December 31, 2009, the share value has appreciated to 8.57 per share. 

The Civic Centres Company (Private) Limited was established in December, 1994 under the joint ownership of following

public sector corporations:

The Company was initially formed under the administrative control of ministry of Water & Power and later the administrative

control was transfer to the ministry of commerce. The basic objective of the Company was to establish Civic Centres (Awami

Markaz) for providing improved utility and allied services to consumers under one-roof.

Properties acquired by the Company through Government directives for establishment of Civic Centres (Awami Markaz) 

included:

90 National Insurance Company Limited

ANNUAL REPORT 2009

NAME OF CORPORATION EQUITY AMOUNT PERCENT

(MILLION RS.) SHAREHOLDING

Wapda 163.20 36%

Karachi Electric Supply Corp. 70 16%

Sui Northern Gas Co. 85 19%

Sui Southern Gas Co. 65 14%

Pakistan Post Office Deptt. 35 8%

PTCL 30 7%

Total 448.20 100%



S. NO. NAME OF ACQUIRED FORM HANDED OVER TO

PROPERTY (STATUS)

1 ZAB Centre, Islamabad SEDC (Pvt) Limited, Ministry of SEDC (Pvt) Limited, Ministry of

Industries & Production Industries & Production

2 KDA Commercial Complex, EOBI, Ministry of Labour EOBI, Ministry of Labour

Karachi & Manpower & Manpower

3 Services International Hotel, Punjab Corporative Board of Privatization Process underway now.

Lahore Liquidation (PCBL) Property still in possession of the  

Company to be handed over to the 

successful bidder coming out of the 

Privatization process.

4 Hyatt Regency Hotel Building, Pakistan Banking Council (PBC), Ministry of Finance for the

Karachi Ministry of Finance through Privatization process under

(Land plus incomplete Federal Cabinet decision Cabinet Decision.

abandoned structure)

5 Larkana Civic Centre Building Plot acquired from Municipal Still in possession of Company.

Corporation Larkana and a new 

building was constructed

Two Civic Centres (Awami Markaz) were established in the properties mentioned at S. Nos 1 & 2 above. These Centres were

also operate by the Company from 1995 till 2001 when these properties were handed back to respective owners.

National Insurance Company Limited (NICL) negotiated acquisition of the share holding of the Civic Centres Company (Pvt)

Limited from its founding owner corporations through Ministry of Commerce and in July, 2005, NICL acquired 100% shares

of the Company at the rate of Rs. 8.0 per share (face value of Rs. 10.0 per share) for a total amount of Rs. 358.560 million. The

break up value of the Company as of December 31, 2009 stands at Rs. 8.57 per share.

There had been a dispute between the Company and PCBL regarding the Services International Hotel (SIH), Lahore. The

dispute was finally resolved by the Prime Minister in February, 2006. According to the PM directive the property will be of-

fered for sale through Privatization Commission (PC) and sale proceed will be distributed among the company in the ratio

75:25 respectively. The sale through PC is under way and it is likely that the transaction will be completed and the sale pro-

ceeds will be realized within the current fiscal year.

Since CCC management has not been able to develop, locate and prepare the concrete business operations for itself, NICL

management decided to utilize its services for the time being for facility management, maintenance and keep its NIC Build-

ing at Islamabad from December, 2006. 
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APPROPRIATION OF TOTAL PROFIT

Consolidation has affected an increase in un-appropriated profit by Rs. 408.569 million from previous year 2009. The pro-

posed details of profit after tax of Rs. 2,115.910 million earned during the year 2009 are as under:

(Figures in “000”Rupees)

Profits 2009 

Profit after tax for the year 2,115,910

Un-appropriated profit from previous year 2008 521,454

Total profit to be appropriated 2,637,364

PROPOSED APPROPRIATION

Proposed final dividend 500,000

General Reserve 600,000

Reserve for Exceptional Losses 500,000

Un-appropriated profit 1,037,364

2,637,364

We would also like to take this opportunity to express our heartily appreciation and gratitude to the management, officers

and staff of the Company for their dedication and devotion. We also wish to express our gratitude to the auditors, the

Ministry of Commerce and the Securities & Exchange Commission of Pakistan for extending full cooperation to the Company. 

Karachi: April 08, 2010
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS
We have audited the annexed consolidated financial statements comprising: 

(i) consolidated balance sheet;
(ii) consolidated profit and loss account;
(iii) consolidated statement of comprehensive income;
(iv) consolidated statement of changes in equity;
(v) consolidated cash flow statement;
(vi) consolidated statement of premium;
(vii) consolidated statement of claims;
(viii) consolidated statement of expenses; and
(ix) consolidated statement of investment income

of National Insurance Company Limited (the holding company) and its subsidiary Civic Centres Company (Private) 
Limited as at December 31, 2009 together with the notes forming part thereof, for the year then ended. We have also 
expressed separate opinion on the financial statements of the holding company. The financial statements of the subsidiary
company were audited by another firm of chartered accountants, whose report has been furnished to us and our opinion
in so far as it relates to the amounts included for the subsidiary company is based solely on the report of such other auditor.
These consolidated financial statements are the responsibility of the holding company’s management. Our responsibility is
to express an opinion on these financial statements based on our audit.

Our audit was conducted in accordance with the International Standards on Auditing and accordingly included such tests
of accounting records and such other auditing procedures as we considered necessary in the circumstances.

The auditors of the subsidiary company have qualified their opinion in respect of the following:

a) the title of the subsidiary company building (formerly Services International Hotel) included under capital
work-in-progress was not transferred in the name of subsidiary company; 

b) expenses recoverable balances of Rs. 19,301,203 as at December 31, 2009 are outstanding for several years,
which balances were not confirmed by respective debtors and may not be recovered in full. No provision has
been made in the financial statements of the subsidiary company in this respect; and

c) an appeal filed by the Income Tax Department against the order of Income Tax Appellate Tribunal (ITAT) in 
respect of tax demand of Rs. 234,422,337 has been decided by the Islamabad High Court against the Company.
No provision has been made in the financial statements of the subsidiary company in this respect pending 
decision of the appeal filed by the Company with the Supreme Court of Pakistan. 

Except for the effects of the matters stated in paragraph (a), (b) and (c) above, in our opinion, the consolidated financial
statements present fairly the financial position of the holding company and its subsidiary company as at 
December 31, 2009 and the results of their operations for the year then ended.

The auditor of the subsidiary company has also modified its audit report by adding an emphasis of matter paragraph on 
subsequent to the year end accord of an in principle approval by the Board of Directors of subsidiary company for merger
in National Insurance Company Limited.

ANJUM ASIM SHAHID RAHMAN
Chartered Accountants

Shahzada Saleem Chughtai
Karachi: April 08, 2010
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2009 2008

Note (Rupees in ‘000)

EQUITY AND LIABILITIES

Share capital and reserves

Authorized share capital:

600,000,000 (2008: 600,000,000) ordinary 

shares of Rs. 10 each 6,000,000 6,000,000 

Issued, subscribed and paid-up share capital 8 2,000,000 2,000,000 

Reserve for exceptional loss 5,600,000 5,100,000 

General reserve 5,900,000 5,300,000 

Retained earnings 2,637,364 2,121,454 

Total equity 16,137,364 14,521,454 

Underwriting provisions

Provision for outstanding claims

(including IBNR) 5,041,465 3,178,894 

Provision for unearned premium 3,109,991 2,731,708 

Commission income unearned 34,789 34,195 

Total underwriting provisions 8,186,245 5,944,797 

Deferred liability

Employee retirement benefits 9 514,573 346,091 

Creditors and accruals

Premium received in advance 491,917 517,279 

Amount due to the reinsurer 10 1,141,051 884,723 

Accrued expenses 11 460,044 115,313 

Taxation - provision less payment 197,054 299,713 

2,290,066 1,817,028 

Other liabilities 12 144,758 97,994 

Total liabilities 11,135,642 8,205,910

Contingencies and commitments 13

Total equity and liabilities 27,273,006 22,727,364

The annexed notes 1 to 35 form an integral part of these consolidated financial statements.
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2009 2008

Note (Rupees in ‘000)

ASSETS

Cash and bank deposits 14

Cash in hand 102 -   

Current and saving accounts 2,686,575 3,349,387 

Deposits maturing within 12 months 827,988 1,472,977 

3,514,665 4,822,364 

Loans to employees 

- secured, considered good 15 26,767 25,298 

Investments 16 10,705,023 10,735,172 

Investment properties 17 4,471,840 647,346 

Deferred tax asset 18 239,211 488,516 

Other assets - considered good 

Premium due but unpaid  19 1,663,703 1,650,982 

Accrued investment income 224,635 294,584 

Reinsurance recoveries against outstanding claims 3,253,267 1,660,100 

Advances, deposits and prepayments 20 2,082,421 1,608,822 

Other receivables  21 88,146 39,129 

7,312,172 5,253,617 

Fixed assets- tangible 22

Land and buildings 165,201 172,449 

Furniture, fixtures and office equipment 64,366 13,138 

Motor vehicles 35,278 16,238 

Capital work in process 738,483 553,226 

1,003,328 755,051 

Total assets 27,273,006 22,727,364
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Fire Marine

and aviation and Motor Liability

Note property transport 

Revenue account

Net premium revenue 681,340 1,575,537 312,323 29,225 

Net claims (319,101) (88,893) (75,459) 6,766 

Management expenses 24 (102,526) (237,084) (46,998) (4,398)

Commission from reinsurer 14,992 2,177 -   -   

Net underwriting expenses (87,534) (234,907) (46,998) (4,398)

Underwriting result 274,705 1,251,737 189,866 31,593 

Investment income / (losss)

Rental income

Other income 23

General and administration expenses 24

Exchange gain

Profit before tax

Provision for taxation    - current 25

- deferred

Profit after tax

Earnings per share - basic 28

The annexed notes 1 to 35 form an integral part of these consolidated financial statements.
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Others

Worker’s Credit and Accident Crop

Compensation Suretyship and Health Insurance Miscellaneous 2009 2008

(Rupees in ‘000)

10,192 2,820 15,728 19,619 358,215 3,004,999 2,903,518 

1,967 (62) 144 (6,348) (505,668) (986,654) (1,028,247)

(1,534) (424) (2,367) (2,952) (53,904) (452,187) (350,345)

-   -   -   -   46,769 63,938 58,453 

(1,534) (424) (2,367) (2,952) (7,135) (388,249) (291,892)

10,625 2,334 13,505 10,319 (154,588) 1,630,096 1,583,379 

2,030,436 (374,017)

161,023 144,177 

18,809 790 

(387,007) (314,093)

126,111 472,968 

1,949,372 (70,175)

3,579,468 1,513,204 

(806,909) (888,741)

(247,992) 422,635 

(1,054,901) (466,106)

2,524,567 1,047,098 

12.62 5.25
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2009 2008

(Rupees in ‘000)

Net profit for the year 2,524,567 1,047,098 

Othe rcomprehensive income

Acturial (losses)  on defined benefit plans recognised during the year (408,657) -   

Total comprehensive income for the year 2,115,910 1,047,098 

The annexed notes 1 to 35 form an integral part of these consolidated financial statements.
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Share capital Capital reserve Revenue reserves

Issued, Reserve for General Retained Total

subscribed and exceptional reserve earning

paid-up capital losses

-------------------------------- (Rupees in ‘000) --------------------------------

Balance as at January 1, 2008 2,000,000 4,600,000 4,700,000 2,674,356 13,974,356 

-   

Total comprehensive income

for the year -   -   -   1,047,098 1,047,098 

Transfer to general reserve -   -   600,000 (600,000) -   

Transfer to reserve for 

exceptional losses -   500,000 -   (500,000) -   

Transactions with owners

Final dividend - for the year 

ended December 31, 2007 -   -   -   (500,000) (500,000)

Balance as at December 31, 2008 2,000,000 5,100,000 5,300,000 2,121,454 14,521,454 

Total comprehensive income

for the year -   -   -   2,115,910 2,115,910 

Transfer to general reserve -   -   600,000 (600,000) -   

Transfer to reserve for 

exceptional losses -   500,000 -   (500,000) -   

Transactions with owners

Final dividend - for the year 

ended December 31, 2008 -   -   -   (500,000) (500,000)

Balance as at 31 December 2009 2,000,000 5,600,000 5,900,000 2,637,364 16,137,364 

The annexed notes 1 to 35 form an integral part of these consolidated financial statements.
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2009 2008

Note (Rupees in ‘000)

POPERATING ACTIVITIES

a) Underwriting activities

Premiums received 5,863,555 4,875,519 

Reinsurance premium paid (2,801,013) (2,099,164)

Claims paid (1,195,767) (1,364,060)

Reinsurance and other recoveries received 478,516 477,869 

Commissions received 64,531 56,015 

Net cash generated from underwriting activities 2,409,822 1,946,179 

b) Other operating activities

Income tax paid (908,255) (1,343,501)

General management expenses paid (503,731) (575,513)

Other operating receipts 27,616 466,577 

Loans repayments received / (disbursement) - net (1,785) 3,010 

Net cash (used) in other operating activities (1,386,155) (1,449,427)

Total cash generated from all operating activities 1,023,667 496,752 

INVESTMENT ACTIVITIES

Profit / Return received 1,083,369 1,145,776 

Dividends received 120,235 124,806 

Rentals received 153,824 136,919 

Payments for investments (2,052,200) (4,205,500)

Proceeds from disposal of investments 2,979,129 1,833,226 

Fixed capital expenditure (4,117,044) (175,217)

Proceeds from disposal of fixed assets 1,321 701 

Total cash (used in) investing activities (1,831,366) (1,139,289)

FINANCING ACTIVITIES

Dividends paid (500,000) (500,000)

Total cash (used in) financing activities (500,000) (500,000)

Net cash (used in) all activities (1,307,699) (1,142,537)

Cash and cash equivalents at beginning of the year 4,822,364 5,964,901 

Cash and cash equivalents at end of the year 14 3,514,665 4,822,364
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2009 2008

Note (Rupees in ‘000)

Reconciliation to profit and loss account

Operating cash flows 1,023,667 496,752 

Depreciation expense 24 (42,952) (67,436)

Profit on disposal of fixed assets 23 - 24 

Provision for unearned premium (378,283) (619,482)

Provision for outstanding claims including (IBNR) (269,404) (142,055)

Reinsurance prepaid 406,991 410,859 

Mark-up income 892,112 1,113,086 

Increase in assets other than cash 131,814 418,636 

(Decrease) in liabilities (297,780) (52,269)

Other adjustments:

Reversal / (Provision) for dimunition in value of investment 740,747 (1,191,422)

Gain / (Loss) on revaluation of held for trading investments 344,895 (423,774)

Rental income 161,023 144,177 

(Loss) on sale of investments (64,673) -   

Dividend income 117,355 128,093 

Provision for employee benefits (94,299) (45,486)

Income tax paid 908,255 1,343,501 

Profit before taxation 3,579,468 1,513,204 

Provision for taxation 25 (1,054,901) (466,106)

Profit after taxation 2,524,567 1,047,098 

Cash and cash equivalents 14

Cash in hand 102 -   

Current and saving accounts 2,686,575 3,349,387 

Deposits maturing within 12 months 827,988 1,472,977 

3,514,665 4,822,364 

The annexed notes 1 to 35 form an integral part of these consolidated financial statements.
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Business underwritten inside Pakistan

Premiums Unearned premium resrve Premium

Written Opening Closing earned

(A) (B) (C) (D=A+B-C)

Direct and facultative

Fire and property damage 1,240,150 737,206 756,492 1,220,864 

Marine, aviation and transport 3,387,026 1,299,785 1,610,991 3,075,820 

Motor 326,660 155,526 169,863 312,323 

Liability 25,942 18,070 14,787 29,225 

Others

Worker's compensation 2,341 9,209 1,358 10,192 

Credit and suretyship 4,111 682 1,973 2,820 

Accident and health 18,091 9,215 11,578 15,728 

Crop insurance 120,006 -   79,204 40,802 

Miscellaneous 909,303 502,015 463,745 947,574 

1,053,852 521,121 557,858 1,017,116 

6,033,630 2,731,708 3,109,991 5,655,348 

The annexed notes 1 to 35 form an integral part of these consolidated financial statements.
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Prepaid reinsurance

Reinsurance premium ceded Reinsurance Net premium revenue

ceded Opening Closing expense 2009 2008

(E) (F) (G) (H=E+F-G) (I=D-H)

589,544 309,602 359,622 539,524 681,340 511,402 

1,861,687 955,366 1,316,770 1,500,283 1,575,537 1,673,698 

-   -   -   -   312,323 366,467 

-   -   -   -   29,225 25,735 

-   -   -   -   10,192 8,685 

-   -   -   -   2,820 5,016 

-   -   -   -   15,728 17,395 

62,304 -   41,121 21,183 19,619 -   

543,806 322,894 277,341 589,359 358,215 295,120 

606,110 322,894 318,462 610,542 406,574 326,216 

3,057,341 1,587,862 1,994,854 2,650,349 3,004,999 2,903,518
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Business underwritten inside Pakistan

Claims Outstanding claims claims

paid Opening Closing expense

(A) (B) (C) (D=A-B+C)

Direct and facultative

Fire and property damage 130,452 878,086 1,437,980 690,346 

Marine, aviation and transport 291,125 790,867 926,619 426,877 

Motor 86,644 87,454 76,269 75,459 

Liability -   15,892 9,126 (6,766)

Others

Worker's compensation 205 2,639 467 (1,967)

Credit and suretyship -   185 247 62 

Accident and health 380 2,916 2,392 (144)

Crop insurance -   -   13,201 13,201 

Miscellaneous 686,961 1,400,855 2,575,163 1,861,269 

687,546 1,406,595 2,591,470 1,872,421 

1,195,767 3,178,894 5,041,465 3,058,338 

The annexed notes 1 to 35 form an integral part of these consolidated financial statements.
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Reinsurance Reinsurance and other Reinsurance

and other recoveries in respect of and other

recoveries outstanding claims recoveries Net claims

received Opening Closing revenue 2009 2008

(E) (F) (G) (H=E-F+G) (I=D-H)

(Rupees in ‘000)

163,031 624,765 832,979 371,245 319,101 489,413 

186,559 448,919 600,344 337,984 88,893 209,737 

-   -   -   -   75,459 115,005 

-   -   -   -   (6,766) 12,121 

-   -   -   -   (1,967) 3,682 

-   -   -   -   62 (496)

-   -   -   -   (144) 2,045 

-   -   6,853 6,853 6,348 -   

128,926 586,416 1,813,091 1,355,601 505,668 196,740 

128,926 586,416 1,819,944 1,362,454 509,967 201,971 

478,516 1,660,100 3,253,267 2,071,683 986,654 1,028,247
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2009 2008

(Rupees in ‘000)

Business underwritten inside Pakistan

Net Net

Management Commission Underwriting Underwriting

(underwriting) from Expenses Expenses

expenses reinsurers (C=A-B)

(A) (B) (C)

------------------------------ (Rupees in ‘000) ------------------------------

Direct and facultative

Fire and property damage 102,526 14,992 87,534 53,417 

Marine, aviation and transport 237,084 2,177 234,907 200,277 

Motor 46,998 -   46,998 44,219 

Liability 4,398 -   4,398 3,105 

Others

Worker's compensation 1,534 -   1,534 1,048 

Credit and suretyship 424 -   424 605 

Accident and health 2,367 -   2,367 2,099 

Crop insurance 2,952 -   2,952 -   

Miscellaneous 53,904 46,769 7,135 (12,877)

61,181 46,769 14,412 (9,125)

452,187 63,938 388,249 291,893 

Note: Commission from reinsurers is arrived at after taking the impact of the opening and closing balances of unearned

commission.

The annexed notes 1 to 35 form an integral part of these consolidated financial statements.
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2009 2008

Note (Rupees in ‘000)

IIncome from trading investments

Gain on trade (i.e. buying and selling difference) net - -   

Dividend Income (earned while holding the securities) 43,113 43,493 

43,113 43,493 

Held to maturity

Return on government securities 668,868 836,760 

Return on other fixed income securities and accounts 327,433 375,373 

Amortization of Discount/(Premium) relative to par (104,189) (99,047)

892,112 1,113,086 

Available for sale

Dividend income 74,242 84,600 

966,354 1,197,686 

(Loss) on sale of available for sales investments (64,673) -   

Gain / (Loss) on revaluation of held for trading investments 344,895 (423,774)

Reversal of provision / (provision) for impairment in value of investments 16 740,747 (1,191,422)

Net investment income / (expense) 2,030,436 (374,017)

The annexed notes 1 to 35 form an integral part of these consolidated financial statements.
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1. THE GROUP AND ITS OPERATIONS

The group consists of:

- National Insurance Company Limited (NICL) – Holding company

- Civic Centres Company (Private) Limited (CCCL) – Direct subsidiary company

National Insurance Company Limited – The Holding Company

The holding company was incorporated in Pakistan on March 31, 2000 as an unquoted public limited company under

the Companies Ordinance, 1984. The company’s registered office is situated in NIC Building, Abbasi Shaheed Road,

Karachi, Sindh, with nine branches in the country. The company is principally engaged in non-life insurance business

of public property, comprising fire, marine, aviation and transportation, engineering etc.

With effect from January 01, 2001, the company took over all the assets and liabilities of former National Insurance Cor-

poration (NIC) at book values vide S.R.O. dated December 30, 2000 of the Federal Government issued in terms of Na-

tional Insurance Corporation (Re-organization) Ordinance, 2000. Accordingly, with effect from January 01, 2001, NIC

has been dissolved and ceased to exist and the operations and undertakings of NIC are being carried out by the com-

pany.

Civic Centres Company (Private) Limited – The Subsidiary Company

The subsidiary was incorporated in Pakistan on December 21, 1994 as a private limited company under the Companies

Ordinance, 1984. Its registered office is situated at Karachi. The company is domiciled in Karachi. The company is prin-

cipally engaged in establishing, maintaining and operating civic centres and software parks for providing improved

services to utility consumers and software developers respectively. The company is a wholly owned subsidiary of Na-

tional Insurance Company Limited (NICL).

The Board of Directors of the subsidiary company in its meeting held on February 26, 2010 has accorded an in principle

approval to merge the company in National Insurance Company Limited (NICL). 

2. CONSOLIDATION PROCEDURES

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the group has the power to govern the fi-

nancial and operating policies generally accompanying a shareholding of more than one half of the voting rights or

the parent - subsidiary relationship meet the definition as given in section 3 of the Companies Ordinance, 1984. The

existence and effect of potential voting rights that are currently exercisable or convertible are considered when as-

sessing whether the group controls another entity. Subsidiaries are fully consolidated from the date on which control

is transferred to the group and are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the group. The cost of an

acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or as-

sumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and li-

abilities and contingent liabilities assumed in a business combination are measured initially at their fair values at the

acquisition date, irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair
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value of the group’s share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is

less than the fair value of the net assets of the subsidiary acquired, the difference is recognized directly in the profit

and loss account.

Transactions eliminated on consolidation

Inter-company transactions, balances and unrealized gains on transactions between group companies are eliminated.

Unrealized losses are also eliminated. Accounting policies of subsidiaries have been changed where necessary to en-

sure consistency with the policies adopted by the group.

Functional and reporting currency of group

Items included in the consolidated financial statements are measured using the currency of the primary economic en-

vironment in which the group operates. The consolidated financial statements are presented in Pakistani Rupees

which is the functional and presentation currency of all the group companies.

3. BASIS OF PRESENTATION 

These consolidated financial statements have been prepared on the format of financial statements issued by the Se-

curities and Exchange Commission of Pakistan (SECP) through the Securities and Exchange Commission (Insurance)

Rules, 2002 vide S.R.O. 938 dated December 12, 2002. These financial statements have been consolidated on line-by-

line basis.

4. STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accordance with approved accounting standards as

applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards

(IFRS) issued by the International Accounting Standards Board (IASB) as are notified under the Companies Ordinance,

1984, the requirements of the Companies Ordinance, 1984, the Insurance Ordinance, 2000, the SEC (Insurance) Rules,

2002 or directives issued by the Securities and Exchange Commission of Pakistan (SECP). Wherever the requirements

of the Companies Ordinance, 1984, the Insurance Ordinance, 2000, the SEC (Insurance) Rules, 2002 or directives issued

by the SECP differ with the requirements of these standards, the requirements of the Companies Ordinance, 1984, the

Insurance Ordinance, 2000, the SEC (Insurance) Rules, 2002 or the requirements of the said directives shall prevail.

The SECP has allowed the insurance companies to defer application of International Accounting Standard-39 (IAS 39)

Financial Instruments: Recognition and Measurement in respect of valuation subsequent to initial recognition of in-

vestments available for sale. Accordingly, the requirements of IAS 39, to the extent allowed by SECP, as aforesaid, have

not been considered for the preparation of these consolidated financial statements. 

4.1 Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention except that held for

trading investments are stated at fair value and obligation under certain employee benefits are measured at present

value. 

5. ACCOUNTING ESTIMATES AND JUDGEMENTS 

The preparation of consolidated financial statements in conformity with approved accounting standards as applicable

in Pakistan requires management to make judgments, estimates and assumptions that affect the application of policies

and reported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions are

based on historical experience and various other factors that are believed to be reasonable under the circumstances,
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the result of which forms the basis of making the judgments about carrying values of assets and liabilities that are not

readily apparent from other sources.

Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing

basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the revision

affects only that period or in the period of the revision and future periods if the revision affects both current and

future periods.

The group makes estimates and assumptions that affect the reporting amounts of assets and liabilities within the

next financial year. Estimates and judgments are continually evaluated and based on historical experience and other

factors, including expectations of future events that are believed to be reasonable under the circumstances.

Judgments made by management in the application of approved accounting standards as applicable in Pakistan that

have significant effect on the consolidated financial statements and estimates with a significant risk of material ad-

justments in the next year are discussed as follows:  

5.1 Provision for outstanding claims (including IBNR)

The group records claims based on the amount of claim lodged by insured. However, the settlement of all the claims

is based on the surveyors’ assessment appointed for ascertainment of the group's liability. The surveyors’ assessment

could differ significantly with the claims lodged by the insured, and accordingly amount of claims settled could ma-

terially differ with the amount of liability accrued.

The provision of IBNR is made every year on the basis of actuarial valuation. The actuarial valuation is made on the basis

of past trend and pattern of reporting of claims. The actuary considers claim lag used to determine the percentage of

claims relating to prior years and multiply the percentage arrived at with the loss ratio and the concentration of busi-

ness for the calculation of unearned premium reserves. The actual amount of such claims could materially differ from

the actuarial estimates.

5.2 Premium deficiency reserve

The group reviews its claim portfolio (including reinsurance expense) and expected future liability required to be set-

tled there against on a regular basis. Estimates for premium deficiency are assessed for individual class wise insurance

business. Further, these estimates are based on actuarial valuation. The actuary considers gross and net off reinsurance

loss ratio of the group in each of the prior 10 years.

Based on actuarial valuation carried at December 31, 2009, no provision has been made for premium deficiency, as

the unearned premium reserve for any class of business at the year end is adequate to meet the expected future lia-

bility after reinsurance from claims and other expenses.

5.3 Reinsurance recoveries against outstanding claims

Reinsurance recoveries are accrued on the basis of share of reinsurers in outstanding claims including IBNR as stated

above. The recoveries are finalized when the amounts of outstanding claims are finalized based on surveyors’ assess-

ments. Therefore, reinsurance recoveries booked could proportionately differ with amount of reinsurance recoveries

accrued at balance sheet date.

5.4 Operating fixed assets

Depreciation rates are determined by the management so as to write off the assets over their expected useful eco-

nomic lives. The rates of depreciation are given in note 22 to the consolidated financial statements.
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5.5 Provision for doubtful receivables

Receivables are analyzed as per their aging and accordingly provision is maintained on a systematic basis.

5.6 Staff retirement benefits

In accordance with the accounting policy, the management carries out an annual assessment to ascertain staff re-

tirement benefits on the basis of actuarial valuation performed by an expert annually.

5.7 Income taxes

In making the estimates for income taxes currently payable by the group, the management looks at the current income

tax and the decisions of appellate authorities on certain issues in the past. There are various matters where the group's

view differs with the view taken by income tax department.

6. STANDARDS, AMENDMENTS AND INTERPRETATIONS TO PUBLISHED APPROVED ACCOUNTING STAN-

DARDS 

6.1 Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial year, except as follows:

The group has adopted the following new and amended IFRS during the year:

IAS 1 - Presentation of Financial Statements (Revised)

IFRS 4 - Insurance Contracts

IFRS 7 - Financial Instruments:  Disclosures

IAS 1 - Presentation of Financial Statements (Revised) - This standard requires an entity to present all owner changes in

equity and all non-owner changes to be presented in either in one statement of comprehensive income or in two sep-

arate statements of income and comprehensive income. The revised standard also requires that the income tax effect

of each component of comprehensive income be disclosed. In addition, it requires entities to present a comparative

statement of financial position as at the beginning of the earliest comparative period when the entity has applied an

accounting policy retrospectively, makes a retrospective restatement, or reclassifies items in the financial statements.

The group has elected to present comprehensive income in two separate statements of income and comprehensive

income. Information about the individual components of comprehensive income has been disclosed in statement of

comprehensive income.

IFRS 4 - Insurance Contracts - The IFRS requires a Company to assess at each reporting date adequacy of its insurance

liabilities by objective evidence. Further, it requires additional disclosure relating to identification and explanations

of amounts in the financial statements arising from insurance contracts and the amount, timing and uncertainty of

future cash flows from insurance contracts. The required information has been disclosed in notes to these consolidated

financial statements.

IFRS 7 - Financial Instrument: Disclosures (effective from April 28, 2008) supersedes IAS 30 - Disclosure in the Financial

Statements of Banks and Similar Financial Institutions and disclosure requirements of IAS 32 - Financial Instruments:

Disclosure and Presentation. The application of the standard did not have significant impact on the group’s consoli-

dated financial statements other than increased disclosures.
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6.2 Improvements to International Financial Reporting Standards (issued in 2008)

In May 2008, the IASB issued omnibus of amendments to its standards, primarily with a view to removing inconsis-

tencies and clarifying wording. There are separate transitional provisions for each standard. The adoption of the

amendments resulted in changes to accounting policies, but did not have any impact on the financial position or per-

formance of the group.

The following amendments and interpretation became effective in 2009, but did not have any impact on the account-

ing policies, financial position or performance of the group:

IFRS 2 - Share-based Payment

IAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors

IAS 23 - Borrowing Costs

IAS 32 - Financial Instruments: Presentation and IAS - 1 Puttable Financial Instrument and Obligation Arising on Liq-

uidation (Amendment)

IAS 39 - Financial Instruments: Recognition and Measurement

IAS 40 - Investment Property

IFRIC 9 - Reassessment of Embedded Derivatives

IFRIC 13 - Customer Loyalty Programmes

IFRIC 16 - Hedge of a Net Investment in a Foreign Operation

6.3 IASB standards and interpretations issued but not adopted

The following IASB Standards and Interpretations have been issued but are not yet mandatory, and have not yet been

adopted by the group:

IFRIC 17 - Distributions of Non-Cash Assets to Owners, effective for financial periods beginning on or after July 1, 2009.

Improvements to International Financial Reporting Standards (issued in 2009), effective for financial periods beginning

on or after January 1, 2010

IAS 39 - Financial Instruments: Recognition and Measurement – Eligible Hedged Items (Amendments), effective for fi-

nancial periods beginning on or after July 1, 2009

IFRS 9 - Financial Instruments, effective for financial periods beginning on or after January 1, 2013

IAS 24 - Related Party Disclosures (Revised), effective for financial periods beginning on or after 2011

IAS 32 - Classification of Right Issues (Amendments), effective for financial periods beginning on or after February 1,

2010

IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments, effective for financial periods beginning on or

after July 1, 2010
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The application of the above standards and interpretations is not expected to have a material impact on the financial

position or performance of the group. The management does not intend to early adopt the standards. It has not been

practical to reliably assess the effect of such changes at this stage.

7. SUMMARY OF SIGNIFICANT POLICIES

7.1 Insurance contracts

Insurance contracts are those contracts under which the group as insurer has accepted insurance risk from the insur-

ance contract holder (insured) by agreeing to compensate the insured if a specified uncertain future event (the insured

event) adversely affects the insured. Once a contract has been classified as an insurance contract, it remains an insur-

ance contract for the remainder of its tenure, even if the insurance risk reduces significantly during this period, unless

all rights and obligations are extinguished or expire. 

Insurance contracts are classified into the following main categories, depending on the nature and duration of risk and

whether or not the terms and conditions are fixed.

• Fire and property

• Marine cargo

• Marine hull

• Marine aviation

• Motor

• Others

- Liability

-   Workers’ compensation

-   Credit and surityship

-   Accident and health

-   Miscellaneous (engineering)

Fire and property insurance provides comprehensive cover in respect of loss or damage to property against fire and

lightning, riot and strike damage, atmospheric disturbance, earthquake fire and shock explosion, impact damage,

aircraft damage, malicious damage (such as act of terrorism).

Marine cargo insurance protects all goods while in transit depending upon the needs of a client. 

Marine hull insurance provides cover for ship of all kinds, barges, tugs, dredgers, fishing trawlers, yacht, pleasure boats,

speed boats etc.

Marine aviation covers the aircraft itself for accidental damage or loss from whatsoever cause operating anywhere in

the world subject to certain terms and conditions, and damage to/loss of spare parts of the aircraft/engines against

all risks

Motor policy provides coverage against accidental damage, fire, burglary, theft, malicious damage,    and strike damage

due to natural calamities.

Liability insurance provides coverage against legal liabilities to pay for death and/or bodily injury to any person and/or

direct damage to the property arising due to accident.

Worker’s compensation policy provides coverage for any legal liabilities of the employers arising out of and in the

course of employment as per Workmen Compensation Act., Fatal Accident Acts, or at Common Law.
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Credit and suretyship policy provides coverage to the employer for pecuniary loss sustained by an act of fraud or dis-

honesty committed by the employee.

Accident and health insurance provides cover to a person who sustains any personal injury caused accidentally by vi-

olence due to any external and visible means, and it provides payment of specified capital benefits following accidental

death, bodily injury, permanent total disablement, and permanent partial disablement, temporary total and temporary

partial disablement caused by an accident.

Crop insurance includes comprehensive agricultural loan insurance schemes for production, development and live-

stock loans.

Miscellaneous (engineering) insurance offers comprehensive and adequate protection against loss or damage in re-

spect of the contract works, construction plant and equipment and/or construction machinery, as well as against

third party claims in respect of property damage and/or bodily injury arising in connection with the execution of con-

struction project.

The group enters into outward reinsurance arrangements only in the normal course of business in order to limit the

potential for losses arising from certain exposures and does not engage in inward reinsurance arrangements.

The group neither issues investment contracts nor does it issue insurance contracts with discretionary participation

features (DPF).

7.2 Underwriting provisions

Underwriting provision consist of provision for losses Incurred But Not Reported (IBNR) and provisions for deferment

of premium (unearned premium) and commission income (unearned commission income). These provisions are de-

termined and recorded based on the percentages suggested by the actuarial valuation report. The actuarial valuation

is carried out annually. The actuary considers 1/24th method for determination of percentages for premium for all

classes of business except marine cargo and certain portion of aviation whose policies are separately identified.

Provision for outstanding claims (including IBNR)

A liability is recognized for outstanding claims incurred up to the balance sheet date and is considered to be incurred

at the time of the incident giving rise to the claim, except as otherwise expressly indicate in an insurance contract.

Liability for the claims incurred up to the balance sheet date but not reported to the group is determined through an

actuarial valuation, results of which are recognized in the consolidated financial statements currently.

The above liability includes expected additional settlement costs.

Provision for unearned premium

Provision for unearned premium represents the portion of premium written relating to the unexpired period of cov-

erage and is recognized as a liability by the group.

Commission income unearned

Unearned commission income from the re-insurers represents the portion of income relating to the unexpired period

of coverage and is recognized as a liability.
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7.3 Reinsurance premium ceded

Premium for reinsurance contract operative on a proportional or non-proportional basis is respectively recorded as a

liability on the attachment of the underlying policies reinsured or inception of the reinsurance contract. Reinsurance

premium is recognized as an expense evenly over the period of the underlying policies / indemnity. The portion of rein-

surance premium not yet recognized as expense is recognized as prepayment.

7.4 Premium deficiency reserve

The group is required under SEC (Insurance) Rules, 2002 to maintain a provision in respect of premium deficiency for

the individual class of business where the unearned premium liability is not adequate to meet the expected future li-

ability, after reinsurance, from claims and other supplementary expenses expected to be incurred after the balance

sheet date in respect of the unexpired policies in that class of business at the balance sheet date. The movement in

the premium deficiency reserve (PDR) is recognized in the profit and loss account for the year. 

The requirement for additional provision for unexpired risks is determined on the basis of an actuarial valuation. The

latest valuation was carried out as of December 31, 2009. Based on the actuarial valuation so carried out, the group

is not required to make any provision for PDR in respect of any class of business. The actuary determines adequacy of

liability of premium deficiency by carrying out analysis of group’s loss ratio of expired periods. For this purpose average

loss ratio of last fifteen years inclusive of claim settlement cost but excluding major exceptional claims are taken into

consideration to determine ultimate loss ratio to be applied on unearned premium.

7.5 Reinsurance recoveries against outstanding claims

Claims recoveries receivable from the reinsurer are recognized as an asset at the same time as the claims which give

rise to the right of recovery are recognized and are measured at the amount expected to be received. Claims expenses

are reported net off reinsurance in the profit and loss account.

Salvage value recoverable is recognized only if a firm and irrevocable contract and price thereon have been agreed

with the buyer.

7.6 Claims expense

General insurance claims include all claims occurring during the year, whether reported or not, related internal and

external claims handling costs that are directly related to the processing and settlement of claims, a reduction for the

value of salvage and other recoveries, and any adjustments to claims outstanding from the previous years.

The group recognizes liability in respect of all claims incurred upto the balance sheet date which is measured at the

undiscounted value of the expected future payments. The claims are considered to be incurred at the time of the in-

cident giving rise to the claim except as otherwise expressly indicated in an insurance contract. The liability for claims

include amounts relating to unpaid reported claims, claims incurred but not reported (IBNR) and expected claims set-

tlement costs.

Provision for liability in respect of unpaid reported claims is made on the basis of individual case estimates. Provision

for IBNR is based on the actuarial valuation which takes in to account the past trends, expected future patterns of re-

porting of claims and the claims actually reported subsequent to the balance sheet date.

7.7 Amount due to / from reinsurer

Amounts due to / from re-insurer are carried at cost less provision for impairment. Cost represents the fair value of the

consideration to be received / paid in the future for services rendered / received. Provision for impairment on amount
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due from reinsurer is established when there is objective evidence that the group will not be able to collect all amounts

due according to original terms.

7.8 Premium due but unpaid

These are initially recognized at cost which is the fair value of consideration given. Provision for impairment on pre-

mium receivable is established when there is objective evidence that the group will not be able to collect all amounts

due according to original terms of receivables. Receivables are also analyzed as per their aging and accordingly pro-

vision is maintained on a systematic basis.

7.9 Operating fixed assets

Owned (The Holding Company)

Operating fixed assets except land, which is stated at cost, are stated at cost less accumulated depreciation and im-

pairment losses, if any.

Depreciation is calculated so as to write off the assets over their expected useful economic life under the diminishing

balance method at rates given in note 22 to the consolidated financial statements.

Depreciation is charged from the month of addition up to the month preceding the disposal.

Gains and losses on disposal of fixed assets are taken to profit and loss account currently.

Expenditure incurred subsequent to the initial acquisition of asset is capitalized only when it increases the future eco-

nomic lives embodied in the items of fixed assets. All other expenditure is recognized in profit and loss account as an

expense. 

Capital work in progress is stated at cost. Transfers are made to operating assets when the assets are available for use.

7.10 Investments

All investments are initially recognized at cost, being the fair value of the consideration given and include transaction

costs except for those classified as held for trading. Subsequently, these are recognized and classified as follows:

Held for trading 

Quoted investments which are acquired principally for the purpose of generating profit from short-term fluctuations

in price or are comprised in a portfolio of which there is a recent actual pattern of short-term profit taking are classified

as held for trading.

Subsequent to initial recognition these are re-measured at fair value by reference to quoted market prices with the

resulting gain or loss being included in net profit or loss for the period in which it arise.  

Held to maturity

Investments with fixed maturity, where management has both the intent and ability to hold to maturity, are classified

as held to maturity.

Subsequently, these are measured at amortized cost. Any premium paid or discount availed on acquisition of held to

maturity, investment is deferred and amortized over the term of the investment using the effective interest method.
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These are reviewed for impairment at year end and any losses arising from impairment in value are charged to the

profit and loss account.

Available for sale 

Investments which are intended to be held for undefined period of time but may be sold in response to the need for

liquidity, changes in interest rates, equity prices or exchange rates are classified as available for sale.

Subsequent to initial recognition at cost, quoted investments are stated at lower of cost or market value (market value

on an individual investment basis being taken as lower if the fall is other than temporary) in accordance with the re-

quirements of Annexure II issued under SEC (Insurance) Rules, 2002 and S.R.O. 938 issued by the SECP on December

12, 2002.

Basis of measurement and recognition / derecognition of investment 

The fair value of investments held for trading is their quoted bid price at the balance sheet date.

Investments held for trading and available for sale investment are recognized / derecognized by the group on the

date it commits to purchase / sell the investment. Investments held-to-maturity are recognized / derecognized on

the day they are transferred to / sold by the group. 

7.11 Investment properties

Investment properties are accounted for under the cost model in accordance with International Accounting Standard

(IAS) 40, Investment Property, and Annexure II issued under SEC (Insurance) Rules, 2002 and S.R.O. 938 issued by the

SECP. In accordance with these requirements:

• Leasehold land is stated at cost.

• Building on leasehold land is depreciated so as to write-off the assets over their expected economic lives under

the diminishing balance method at rates given in note 19 to these consolidated financial statements.

• Subsequent expenditure and gains or losses on disposals are accounted for in the same manner as operating

fixed assets.

7.12 Trade and other receivables 

These are stated net of provision for impairment, if any. Full provision is made against impaired debts.

7.13 Employee benefits

Provident fund (The Holding Company)

The holding company operates a non-contributory provident fund scheme for those eligible employees who have

opted the scheme. Contribution to the fund is made by the employees @ 10% of their basic pay. However, the holding

company does not contribute to the fund.

Defined benefit plans (The Holding Company)

The holding company operates the following defined benefit plans / scheme for its employees:
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• Fund pension scheme.  

• Unfunded gratuity scheme (for employees under Monetized Salary Package Scheme). 

• Unfunded post retirement medical benefit scheme.

The employees who have joined the holding company on or after January 01, 2001 under Monetized Salary Package

Scheme (MSP) are eligible for gratuity scheme.

The holding company’s obligations under the above schemes are determined by estimating the amount of future

benefits that the employees have earned in return of their services in the current and prior years; those benefits are

discounted to determine the present value and the fair value of plan assets, if any, is deducted. The calculation is per-

formed by a qualified independent actuary using the projected unit credit method. Actuarial valuation is carried out

annually.

Unrecognized actuarial gains and losses exceeding ten percent of the greater of present value of defined benefit ob-

ligations and the fair value of  plan assets (if any) are recognized in the statement of comprehensive income over the

expected average remaining working lives of the employees participating in the plans. 

Compensated absences

The holding company accounts for all accumulated compensated absences when the employees render service that

increases their entitlement to future compensated absences based on actuarial valuation. The actuarial valuation has

been carried out as at December 31, 2009 using the projected unit credit method. Actuarial valuation is carried out

annually.

Defined benefit plans (The Subsidiary Company)

The subsidiary company has the following plans for its employees:

• Defined contributory provident fund for all permanent employees. Monthly contributions are made by the

company and employees at the rate of 10% basic.

• Unfunded gratuity scheme for all employees who complete qualifying period of service.

7.14 Creditors and accruals

Liabilities for creditors and other amounts payable are carried at cost which is the fair value of the consideration to

be paid in the future for the goods and / or services received, whether or not billed to the group.

7.15 Taxation

Current taxation 

Provision for the current taxation is based on taxable income at current rates of taxation after taking into account tax

credits and rebates available, if any. 

Deferred taxation

Deferred taxation is recognized using the balance sheet liability method for all temporary differences between the

amounts attributed to assets and liabilities for financial reporting purposes and the amount used for taxation purposes.

The amount of deferred tax is recognized based on the expected manner of realization on settlement of the carrying

amount of assets and liabilities using tax rates enacted at the balance sheet date.
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A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is no longer probable
that the related tax benefit will be realized.

7.16 Foreign currency transactions

Foreign currency transactions are translated into Pakistani Rupees at exchange rates prevailing on the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated into Pakistani Rupees at
the rates of exchange prevailing at the balance sheet date. Exchange differences, if any, are taken to profit and loss
account.

7.17 Financial instruments

All the financial assets and liabilities are recognized at the time when the group becomes a party to the contractual
provisions of instrument. Any gains or losses on de-recognition of financial assets and liabilities are taken to profit and
loss account currently.

7.18 Dividend and appropriation to reserves

Dividend and appropriation to reserves are recognized as liability in the group’s financial statements in the year in
which these are approved. 

7.19 Revenue recognition

Premium

Premium received / receivable under a policy are recognized from the date of the attachment of the policy to which
it relates (Premium income under a policy is recognized over the period of insurance from inception to expiry).

Commission

Commission and other forms of revenue receivable from reinsures are recognized at the time of the issuance of policy.
These are deferred and brought to account as revenue in accordance with the pattern of the recognition of the insur-
ance premium to which they relate.

Investments

Profit on held to maturity instruments is recognized on a time proportion basis taking into account the effective yield
on the investments.

Dividend income

Dividend income is recognized when the right to receive the same is established, i.e., at the time of the closure of
share transfer books of the group declaring the dividend.

Gain / (Loss) on disposal of investment

Gains/ (Losses) on sale of investments are recognized in the profit and loss account at the time of sale.

Income from investment properties and return on bank deposits

Rental income on investment properties and return on bank and other saving deposits are recognized on time portion
basis.
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Others

Fees income is recognized at the time of performance of services.

7.20 Expenses of  management

Expenses of management allocated to the underwriting business represent directly attributable expenses and indirect

expenses allocated on the basis of net premium income under individual business.

7.21 Off setting of financial assets and liabilities

Financial assets and liabilities are off set and the net amount is reported in the consolidated financial statements only

when there is a legally enforceable right to set-off the recognized amount and the group intends either to settle on

a net basis, or to realize the assets and to settle the liabilities simultaneously.

7.22 Earnings per share

The group presents basic earnings per share (EPS) for its shareholders. Basic EPS is calculated by dividing the profit or

loss attributable to ordinary shareholders of the group by the weighted average number of ordinary shares outstand-

ing during the year.

7.23 Segment reporting

For management purposes, the group is organized into nine business segments fire and property, marine aviation and

transport, motor, liability, workers’ compensation, credit and suretyship, accident and health, crop insurance and mis-

cellaneous.

Financing, investment and income taxes are managed on an overall basis and are therefore, not allocated to any seg-

ment. The accounting policies of operating segment are the same as those described in the summary of significant

accounting policies. 

A business segment is a group of assets and operations engaged in providing products or services (business segment)

which are subject to risks and returns that are different from those of other business segments. The group accounts

for segment reporting using the classes of business as specified under the Insurance Ordinance, 2000 and the SEC (In-

surance) Rules, 2002.

Assets, liabilities and capital expenditures that are directly attributable to segments have been assigned to them while

the carrying amount of certain assets used jointly by two or more segments have been allocated to a segments on a

reasonable basis. Those assets and which can not be allocated to a particular segment on a reasonable basis are re-

ported as unallocated corporate assets and liabilities.

7.24 Impairment

The carrying amount of the assets is reviewed at each balance sheet date to determine whether there is any indication

of impairment of any asset or a group of assets. If any such indication exists, the recoverable amount of such assets is

estimated and impairment losses are recognized in the profit and loss account.

7.25 Provisions

A provision is recognized in the balance sheet when the group has a legal or constructive obligation as a result of

past events, and it is probable that an outflow of economic benefits will be required to settle the obligation and a re-

liable estimate can be made of the amount of the obligation.

120 National Insurance Company Limited

ANNUAL REPORT 2009



7.26 Cash and cash equivalents

Cash and cash equivalents include cash in hand and balance with banks in current, saving and deposit accounts.

7.27 Transactions with related parties and transfer pricing

The majority of the transactions with related parties represent insurance transactions. These transactions are on arm’s

length basis using “comparable uncontrolled price method”.

7.28 Capital management

The group’s goals and objectives when managing capital are:

– to maintain a strong capital base to support sustained development of its businesses so as to provide reasonable

rewards and protection to all stakeholders, without compromising its ability to continue as a going concern.

– to be an appropriately capitalized institution in compliance with the paid-up capital requirement set by the SECP.

During the year, minimum paid-up capital requirement for non-life insurers was raised to R.s. 300 million. The re-

quirement is to be met in a phased manner by December 31, 2011. The group’s current paid-up capital is well in

excess of the limit prescribed by the SECP.

The group is financed by internal sources and exceeds the minimum capital regulatory requirements.

7.29 General

All figures have been rounded off the nearest thousand of rupees.

2009 2008

Note (Rupees in ‘000)

8. ISSUED, SUBSCRIBED AND PAID UP CAPITAL

2009 2008

(Number of shares in ‘000)

10,000 10,000 Ordinary shares of Rs. 10 each fully paid in cash. 100,000 100,000 

190,000 190,000 Ordinary shares of Rs. 10 each issued for 

consideration other than cash. 8.1 1,900,000 1,900,000 

200,000 200,000 8.2 2,000,000 2,000,000

8.1 These were issued against net aseets at the time of conversion of corporation to limited liability company. 

8.2 175,999,993 (2008: 199,999,993) shares are held by the President of Pakistan while 7 (2008: 7) shares are held by the

directors of the holding company in nominee capacities on behlaf of the Government of Pakistan and the remaining

24,000,000 shares have been transfered during the year to the Benazir Employees Stock Option Scheme (BESOS) Fund

on behalf of the employees of the holding company. 
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2009 2008
Note (Rupees in ‘000)

9. EMPLOYMEE RETIREMENT BENEFITS

Defined benefit obligations
Medical benefits 27.1.2 457,702 305,424 
Gratuity 9.1 12,462 10,068 
Compensated absences 27.1.10 44,409 30,599 

514,573 346,091 

9.1 Gratuity - holding company 27.1.3 9,880 8,239 

Gratuity - subsidiary company 9.1.1 2,582 1,829 
12,462 10,068 

9.1.1 This represents liabiliy in respect of unfunded gratuity scheme for all employees of subsidiary company and these
have been recorded based on the management's best estimate of the liability.

10. AMOUNT DUE TO THE REINSURER

This represents amount due to Pakistan Reinsurance Company Limited (PRCL). The Company has reinsurance arrange-
ments with PRCL only.

11. ACCRUED EXPENSES
2009 2008

Note (Rupees in ‘000)

Due to the pension fund 27.1.2 358,272 23,798 
Reinsurance expense payable to broker - 18,193 
Bonus payable 51,126 34,814 
Salary payable - 27 
Accrued expenses - others 50,646 38,481 

460,044 115,313 

12. OTHER LIABILITIES

Central excise duty payable 77,423 18,226 
Unearned rental income 23,443 32,642 
Advance from customers 12.1 15,763 15,763 
Security deposits payable 6,164 5,666 
Federal insurance fee payable 7,632 4,253 
Retention money 1,547 597 
Unpresented cheques 1,502 1,184 
Stamp duty payable 3,761 5,666 
Provision for contract employees medical benefit 3,889 3,434 
Sundry creditors 199 216 
Property tax 2,377 2,377 
Others 1,058 7,970 

144,758 97,994 
12.1 Advance from customers

Sui Southern Gas Company Limited 1,221 1,221 
Sui Northern Gas Pipelines Limited 11,198 11,198 
Karachi Water and Severage Board 3,344 3,344 

15,763 15,763 
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13. CONTINGENCIES AND COMMITMENTS

Contingencies

Various claims / counter claims amounting to Rs. 38.012 million (2008: Rs. 42.455 million) have been lodged by various
parties against the group. The holding company has not acknowledged these claims as the management considers
that the holding company is not directly liable to settle these claims. Hence, no provision has been made in these
consolidated financial statements. 

The above claims include a claim of Rs. 3.193 million (2008: Rs. 3.193 million) against which Habib Bank Limited has
issued a guarantee to the High Court on behalf of the holding company.

The holding company has issued policies in respect of guarantees against 'Mobilisation Advance', 'Bid Bonds' and 'Fi-
delity Guarantee' amounting to Rs. 285 million (2008: Rs. 106.279).

The holding company has given  a guarantee amounting to Rs. 1.2 million (2008: Rs. 1.2 million) to Sui Southern Gas
Limited for provision of gas supplies.  

The tax assessments of the group have been finalised upto and including the tax year 2008. However, the group has
filed appeals in respect of certain assessment years which mainly relate to the following:

(i) The Taxation Officer (TO) has finalised assessment for the tax years 2005 and 2008 by giving notice under section 122
of Income Tax Ordinance, 2001 for amendment of assessment. After proceeding under section 122 department passed
the order under section 122(5A) of the Income Tax Ordinance, 2001 for amendment of assessment. The group filed ap-
peals before the Commissioner Inland Revenue (Appeals) which are currenlty pending for adjudication. In addition
to that, rectification applications have also been filed in each respective year which are also pending.

(ii) The Commissioner Inland Revenue (Appeals) passed the order under section 129 of the Income Tax Ordinance, 2001
for the tax years 2004, 2006 and 2007 in which the addition made by the TO has been deleted.  

(iii) Income tax return for the tax year 2009 has been filed by the group and deemed as assessment order under section
120 of the Income Tax Ordinance, 2001. However, the Commissioner Inland Revenue, may at any time during a period
of five years from the date of filing of return, select the deemed assessment order for audit of the income tax affairs.

Claims not acknowledged by the subsidiary company
2009 2008
(Rupees in ‘000)

2,377 2,377

234,422 238,974

61,534 61,534
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(i) Demand by Capital Development Authority (CDA) in respect of property tax for
Islamabad Awami Markaz, contested by the group in Civil Court, Islamabad.

(ii) Income tax / wealth tax demands for the assessment years 1995-1996 to 2002-
2003 were raised by the Income Tax Authorities. Appeal filed against these tax 
demands was decided in favour of the group by the Income Tax Appellate Tribunal
(ITAT) upto assessment year 1999-2000. The income tax department has filed an
appeal before the Lahore High Court against the decision of ITAT. For assessment
years 2000-2001 and 2000-2001 to 2002-2003, appeals filed by the group are 
pending at ITAT and Commissioner Income Tax (Appeals) respectively. The group
is confident that there are reasonable grounds for a favourable decision.

(iii) In prior years, Utility Stores Corporation (USC) had sought recovery of damages
for taking over of the premises owned by the group. The suit was dismissed for
non prosecution and now USC has sought restoration of the suit, application to
which effect is currently pending with the Civil Court. Based on a legal advice, the
group is confident that there are reasonable grounds for a favourable decesion.



Commitments

Commitments in respect of capital expenditure as at December 31, 2009 amounting to Rs. 95,253,144 (2008: Nil). 

14. CASH AND BANK DEPOSITS

This includes an amount of Rs. 1.20 million (2008: Rs. 1.20 million) in respect of guarantee against any damage to Sui

Sothern Gas Company's pipeline. This amount has been deposited with Habib Bank Limited - FTC Branch, Karachi and

can not be utilized by the group, as it must be kept as minimum balance in the respective bank account.

15. LOANS TO EMPLOYEES  - secured, considered good

2009 2008

Note (Rupees in ‘000)

Outstanding loans at the year end 33,266 34,491 

Receivable within one year 21 (5,353) (5,509)

15.1 27,913 28,982 

Provision against impaired loans (1,146) (1,146)

26,767 27,836 

Reconciliation of provision against impaired loans

Opening provision 1,146 1,146 

Charge / (Reversal) for the year - -   

Closing provision 1,146 1,146 

15.1 Age analysis of long term loans:

Loans outstanding for periods up to three years 10,660 9,694 

Loans outstanding for periods more than three years 17,253 19,288 

27,913 28,982

15.2 Above loans represent mark-up free loans to employees for house rent and automobile loans, and are secured against

retirement benefits of respective employees including, where applicable, charge over the assets for which the loans

have been given. These loans are recoverable in 36 to 180 equal monthly installments.  
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2009 2008

Note (Rupees in ‘000)

16. INVESTMENTS

16.1 Types of investments

Held to maturity 16.2

Government securities and balances:

Pakistan Investment Bonds 6,152,482 6,266,671 

Treasury Bills - 2,468,720 

6,152,482 8,735,391 

Other fixed income securities:

Term finance certificates - listed

United Bank Limited - 3rd issue 199,760 199,840 

Pak Hy Oils 30,000 -   

Flying Board and Paper Products Limited 10,000 -   

Pak Arab Fertilizers Limited 9,996 9,998 

249,756 209,838 

6,402,238 8,945,229 

Held for trading

Investments in ordinary shares of listed companies 653,503 306,408 

Available-for-sale 

Units of mutual funds 3,973,825 2,548,825 

Provision against impairment of funds (447,677) (1,186,936)

3,526,148 1,361,889 

Investments in ordinary shares of listed companies 25,117 25,117 

Provision against impairment of investments (9,959) (7,698)

15,158 17,419 

Pakistan investment bonds 106,000 106,000 

Provision / (Reversal) against impairment of investments 1,976 (1,773)

107,976 104,227 

10,705,023 10,735,172 

At December 31, 2009, the fair value of available-for-sale securities was Rs. 3,541 million (2008: Rs. 1,379 million). As

per the group's accounting policy, available-for-sale investments are stated at lower of cost or market value (market

value being taken as lower if the reduction is other than temporary). During the year, reversal of impairment has been

made of Rs. 739 million against the impairment of Rs. 1,187 million charged last year as per the requirement of Circular

No. 3/2009  dated February 16, 2009 issued by Securities and Exchange Commission of Pakistan (SECP). 
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2009 2008

(Rupees in ‘000)

Reconciliation of provision against impairment of investments 

in funds

Opening provision 1,186,936 -   

(Reversal) / Charge for the year (739,259) 1,186,936 

Closing provision 447,677 1,186,936 

Reconciliation of provision against impairment of investments in 

listed shares

Opening provision 7,698 4,986 

Charge for the year 2,261 2,712 

Closing provision 9,959 7,698 

Reconciliation of (reversal of provision) / provision against 

impairment of Pakistan investment bonds

Opening provision 1,773 (11,878)

(Reversal) / Charge for the year (3,749) 13,651 

Closing (reversal of provision) / provision (1,976) 1,773 

16.2 Salient features of held to maturity investments are as follows: 

Name of investment Maturity Principal Coupon rate Coupon 

payment (%) payments

Pakistan Investment Bonds April 2011 to May 2016 On maturity 8 to 14 Semi-annually

Term finance certificates-listed September 2014 On maturity KIBOR+1.7 Semi-annually
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17. INVESTMENT PROPERTIES - at cost less accumulated depreciation

2009

C  O  S  T D  E  P  R  E  C  I  A  T  I  O  N Written down Depreciation

As at Additions / As at Accumulated Charge for Accumulated value as at rate on

2009 January 01, (Deletions) December 31, as at the year / as at December 31, written down

2009 2009 January 01, (Disposals) December 31, 2009 value

2009 2009

---------------------------------------------------------------------- (Rupees in ‘000) -------------------------------------------------------------------- % per annum

Lease hold lands

- Karachi 7,904 -   7,904 -   -   -   7,904 - 

- Islamabad 46,193 -   46,193 -   -   -   46,193 - 

- Lahore -   1,170,210 1,170,210 -   -   -   1,170,210 - 

- Dehi Karachi -   981,001 981,001 -   -   -   981,001 - 

-   -   -   - 

Free hold land -   

- Lahore 389,523 -   389,523 -   -   -   389,523 - 

443,620 2,151,211 2,594,831 -   -   -   2,594,831 - 

Buildings on lease 

hold land

- Karachi 97,288 - 97,288 61,934 3,008 64,942 32,346 5 to 20

- Islamabad 334,007 -   334,007 166,543 15,387 181,930 152,077 5 to 20

- Dubai -   1,698,938 1,698,938 -   7,215 7,215 1,691,723 5 to 20

- Building on 

freehold 

land - Lahore 1,467 -   1,467 559 45 604 863 

432,762 1,698,938 2,131,700 229,036 25,655 254,691 1,877,009 

876,382.00 3,850,149 4,726,531 229,036 25,655 254,691 4,471,840 

2008

C  O  S  T D  E  P  R  E  C  I  A  T  I  O  N Written down Depreciation

As at Additions / As at Accumulated Charge for Accumulated value as at rate on

2008 January 01, (Deletions) December 31, as at the year / as at December 31, written down

2008 2008 January 01, (Disposals) December 31, 2008 value

2008 2008

---------------------------------------------------------------------- (Rupees in ‘000) -------------------------------------------------------------------- % per annum

Lease hold lands

Lease hold lands

- Karachi 7,904 -   7,904 -   -   -   7,904 

- Islamabad 46,193 -   46,193 -   -   -   46,193 

- Lahore -   -   -   -   -   -   -   

- Dehi Karachi -   -   -   -   -   -   -   

Free hold land

- Lahore 219,723 169,800 389,523 -   -   -   389,523 

273,820 169,800 443,620 -   -   -   443,620 

Buildings on lease 

hold land

- Karachi 97,288 -   97,288 53,034 8,900 61,934 35,354 5 to 20

- Islamabad 334,007 -   334,007 124,677 41,866 166,543 167,464 5 to 20

- Dubai -   -   -   -   -   -   -   5 to 20

- Building on 

freehold 

land - Lahore 1,467 -   1,467 332 227 559 908 

432,762 -   432,762 178,043 50,993 229,036 203,726 

706,582 169,800 876,382 178,043 50,993 229,036 647,346 
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17.1 Building including related lease hold lands are held by the group for both own use purpose and as investment prop-

erties. The carrying value of these buildings and lease hold lands have been allocated between the investment prop-

erties and asset held for own use on the basis of floor space occupied for respective purposes.

17.2 At  December 31, 2009, land and buildings were valued on market value basis by Tristar Medallion Services (Private)

Limited, Joseph Lobo (Private) Limited and Dusam & Company (Private) Limited, independant professional valuers.

Market value of lands and buildings based on the valuations amounted to Rs. 5,588.062 million and Rs. 2,541.152 mil-

lion respectively (2008: Rs. 2,216.350 million and Rs.727.177 million respectively). Market value of these assets attrib-

utable to investment properties under the basis indicated in note 17.1 is Rs. 5,590 (2008: Rs. 2,617) million. The

valuation is required to be carried out on an annual basis under the Insurance Rules, 2002.

17.3 Direct operating expenses of Rs. 25,655 (2008: Rs. 50,993) were reported within 'general and administrative' expenses,

of which Rs. 6,414 (2008: Rs. 10,198) was incurred on vacant properties that did not generate rental income.

2009 2008

(Rupees in ‘000)

18. DEFERRED TAX ASSET

Deferred tax debits / (credits) arose in respect of following temporary deductible differences:

Post retirement medical benefits 80,098 53,449 

Gratuity 3,458 2,884 

Compensated absences 15,543 10,710 

Provision for doubtful debts 1,136 -   

Provision for impairment in investments 155,995 418,134 

Accelerated tax depreciation (17,019) 3,339 

239,211 488,516 

19. PREMIUM DUE BUT UNPAID - unsecured

Considered good 1,663,703 1,650,982 

Considered doubtful 6,048 6,048 

1,669,751 1,657,030 

Provision for doubtful balances (6,048) (6,048)

1,663,703 1,650,982 

Reconciliation of provision for doubtful debts

Opening provision 6,048 6,048 

Charge / (Reversal) for the year - -   

Closing provision 6,048 6,048 
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2009 2008

Note (Rupees in ‘000)

20. ADVANCES, DEPOSITS AND PREPAYMENTS

Advance for issue of preference shares 20.1 60,000 -   

Advances 19,931 14,722 

Deposits 5,587 4,882 

Prepaid reinsurance premium ceded 1,994,853 1,587,862 

Other prepayments 2,050 1,356 

2,082,421 1,608,822 

20.1 During the year, Term Deposit Reciepts (TDRs) of Rs. 100 million with First Dawood Investment Bank Limited (FDIBL)

were matured and in settlement FDIBL handed over Term Finance Certificates (TFCs) of Rs. 40 million to the group. For

the remaining amount of Rs. 60 million, FDIBL agreed to issue its preference shares at par with 4% preference dividend,

subsequent to the balance sheet date. Accordingly, the group has recognized the aggreed amount of Rs. 60 million

as advance for issue of preference shares as at the balance sheet date.

2009 2008

Note (Rupees in ‘000)

21. OTHER RECEIVABLES  - unsecured, considered good

Current portion of loans to employees 5,353 5,037 

Expenses recoverable 21.1 19,454 21,454 

Rent receivable 52,698 6,763 

Receivable from the provident fund 1,036 1,372 

Others 12,852 7,749 

91,393 42,375 

Provision for doubtful debts (3,247) (3,246)

88,146 39,129 

21.1 Utility Stores Corporation of Pakistan (Private) Limited 18,791 20791

Directorate of Immigration and Passport 510 510

National Directorate of Registration 153 153

19,454 21,454

22. FIXED ASSETS - at cost less accumulated depreciation

Tangible 22.1 264,845 201,825 

Capital work in process 22.2 738,483 553,226 

1,003,328 755,051
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22.1 Tangible

2009

C  O  S  T D  E  P  R  E  C  I  A  T  I  O  N Written down Depreciation

As at Additions / As at Accumulated Charge for Accumulated value as at rate on

2009 January 01, (Deletions) December 31, as at the year / as at December 31, written down

2009 2009 January 01, (Disposals) December 31, 2009 value

2009 2009

---------------------------------------------------------------------- (Rupees in ‘000) -------------------------------------------------------------------- % per annum

Owned

Lease hold lands 60,249 -   60,249 -   -   -   60,249 - 

Buildings on lease 

hold lands 181,683 181,683 69,483 7,248 76,731 104,952 5 to 20

Furnitures and fixtures 10,906 5,556 16,462 7,219 728 7,947 8,515 10

Office equipment 10,117 48,044 58,161 5,921 2,908 8,829 49,332 10

Computer equipment 19,512 3,216 22,728 14,329 1,945 16,274 6,454 30

Motor vehicles 42,184 24,822 63,864 25,946 4,461 28,586 35,278 20

(3,142) (1,821)

Library books 376 -   376 304 7 311 65 10

325,027 81,638 403,523 123,202 17,297 138,678 264,845 

(3,142) (1,821)

325,027 81,638 403,523 123,202 17,297 138,678 264,845 

(3,142) (1,821)

2008

C  O  S  T D  E  P  R  E  C  I  A  T  I  O  N Written down Depreciation

As at Additions / As at Accumulated Charge for Accumulated value as at rate on

2008 January 01, (Deletions) December 31, as at the year / as at December 31, written down

2008 2008 January 01, (Disposals) December 31, 2008 value

2008 2008

---------------------------------------------------------------------- (Rupees in ‘000) -------------------------------------------------------------------- % per annum

Owned

Lease hold lands 60,249 -   60,249 -   -   60,249 - 

Buildings on lease 

hold lands 181,683 -   181,683 54,858 14,625 69,483 112,200 5 to 20

Furnitures and fixtures 10,025 913 10,906 6,859 370 7,219 3,687 10

(32) (10)

Office equipment 9,413 704 10,117 5,483 438 5,921 4,196 10

Computer equipment 17,117 2,395 19,512 12,419 1,910 14,329 5,183 30

Motor vehicles 41,895 2,107 42,184 23,220 3,867 25,946 16,238 20

(1,818) (1,141)

Library books 376 -   376 296 8 304 72 10

320,758 5,417 325,027 103,135 21,208 123,202 201,825 

(1,818) (1,151)

320,758 5,417 325,027 103,135 21,208 123,202 201,825 

(1,818) (1,151)
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2009 2008

Note (Rupees in ‘000)

22.2 Capital work in process

Lifts 22.2.1 95,857 -   

Air conditioning plant 22.2.1 1,880 -   

Renovation 22.2.1 91,069 -   

Software 22.2.2 2,661 -   

CCCL Buiding 22.2.3 547,016 553,226 

738,483 553,226 

22.2.1 These represent amount paid to different contractors in respect of renovation of NIC Building, Karachi.

22.2.2 This represent amount paid to Sidhat Hyder Murshid  Associates  in respect of General Insurance Accounting Softwarer

(GIAS).

22.2.3 Cost of CCCL building, Lahore purchased in prior years alongwith related expenditure incurred on maintenance thereof

net of related income earned from tenants of certain shops of the building has been carried as capital work-in-progress

pending transfer of title of the building in the name of the subsidiary company. The carrying value of CCCL building

shall be adjusted against the group share (75%) of the proceeds to be received from the sale of the building through

public auction by the Privatization Commission as per directive of the Prime Minister of Pakistan. Further, this includes

cumulative maintenance expenditure of Rs. 38.312 million (2008: Rs. 33.525 million) and rental earned amounted to

Rs. 0.824 million (2008: Rs. 0.807 million).

2009 2008

(Rupees in ‘000)

23. OTHER INCOME

Gain on disposal of fixed assets - 24 

Reversal of liability 18,193 -   

Miscellaneous income 616 766 

18,809 790 
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24. MANAGEMENT EXPENSES AND GENERAL AND ADMINISTRATION EXPENSES

2009 2008

Management General and Total Management General and Total

expenses administration expenses administration

expenses expenses

Note ------------------------------------------ (Rupees in ‘000) ------------------------------------------ 

SSalaries and other benefits 205,283 138,117 343,400 141,431 94,538 235,969 

Provision against pension liability 27.1.9 32,973 16,844 49,817 19,157 9,774 28,931 

Provision against gratuity liability 27.1.9 1,219 3,229 4,448 717 2,135 2,852 

Provision against post retirement

medical benefits liability 27.1.9 52,991 28,534 81,525 30,226 16,276 46,502 

Provision against compensated absences 8,067 5,599 13,666 4,966 3,460 8,426 

Rent 8,403 784 9,187 5,696 365 6,061 

Utilities -   39,804 39,804 -   37,095 37,095 

Repair maintenance 1,313 34,151 1,313,377 916 26,884 27,800 

Legal and professional charges 332 20,003 20,335 293 13,962 14,255 

Auditors' remuneration 24.1 -   972 972 -   972 972 

Depreciation 17 & 22 2,115 40,837 42,952 1,765 65,671 67,436 

Bad debts -   -   - -   74 74 

Financial charges 639 659 1,298 606 908 1,514 

Policy holder discount 131,992 -   131,992 138,618 -   138,618 

Miscellaneous 6,860 57,474 64,334 5,954 41,979 47,933 

452,187 387,007 839,194 350,345 314,093 664,438

2009 2008

(Rupees in ‘000)

24.1 Auditors' remuneration

Audit fees 917 917 

Out of pocket expenses 55 55 

972 972 

25. TAXATION

Current year 806,909 888,741 

Deferred tax 247,992 (422,635)

1,054,901 466,106 

25.1 Relationship between tax expense and accounting profit:

Profit before taxation 3,579,468 1,513,204 

Tax charge at enacted tax rate of 35 % (2008 : 35%) 1,252,814 529,765 

Tax effect of temporary differences on which deferred tax asset has been recognized 247,992 (422,635)

Tax effect of expenses that are not deductible in determining the taxable profit (335,962) 591,802 

Tax effect of (income) / loss that are deductible in determining the taxable profit (44,139) (165,539)

Tax effect of dividend income taxable at lower tax rate (29,339) (32,023)

Tax effect of property income taxable at lower tax rate (36,465)

1,054,901 466,106
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26. REMUNERATION OF CHAIRMAN & CHIEF EXECUTIVE AND DIRECTORS

Chairman & 

Managing Director Directors Executives

2009 2008 2009 2008 2009 2008

---------------------------------- (Rupees in ‘000) ----------------------------------

Managerial remuneration 3,629 1,569 - 730 -   

Rent and house maintenance - 1,365 - 248 640 

Utilities 128 -   2,094 55 -   

Fees - -   610 210 -   -   

Others 368 351 - -   542 60 

4,125 3,285 2,704 210 1,575 700 

No. of  persons 2 2 12 12 1 1

The chairman is provided with free use of the company maintained vehicle and other benefits in accordance with his

entitlements.

27. EMPLOYEES BENEFITS

27.1 Defined benefit plans

General description

The benefits under the defined benefit plans are payable to the employees as follows: 

Pension scheme 100% commutation at the retirement age of 60 years. Pension is not payable 

in case of service of less than five years. 

Post retirement medical benefits All pensioners and those ex-employees who had retired under a voluntary 

retirement scheme (offered in previous years) with 25 or more years of service.

Gratuity Lump sum payment at the time of leaving the holding company (with no age limit).

27.1.1 Principal actuarial assumptions

The actuarial valuation is carried out annually at the year-end using the projected unit credit method. Significant as-

sumptions used for actuarial valuations as at December 31, 2009 are as follows:

2009 2008

% per annum

- Discount rate 12 15

- Expected rate of increase in salary and pension cost 11 14

- Expected rate of price inflation in medical costs 11 14

- Expected rate of return on investments (in case of pension scheme) 16 10

- Expected rate of increase in medical cost due to increase in age of entitled employee 11 14

- Average expected remaining life time of employees 08 years (12 years in case of post 

retirement medical benefits)

- Average per-family medical cost of entitled retirees, Rs. 61,419 per annum  (2008: Rs. 51,446)
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27.1.2 Reconciliation of amount payable to defined benefit plans

Pension Medical Gratuity Total
benefits

Note ------------------- (Rupees in ‘000) -------------------

Present value of defined benefit obligation 908,641 457,702 9,880 1,376,223 
Fair value of plan assets 550,369 -   -   (550,369)

358,272 457,702 9,880 825,854 
Unrecognized actuarial gain / ( loss ) -   -   -   -   
Net liability in the balance sheet 358,272 457,702 9,880 825,854

27.1.3 Movement in amount payable under defined benefit plans

Balance as on January 01, 2009 23,798 305,424 8,239 337,461 
Charge for the year 27.1.4 49,817 81,525 3,707 135,049 
Contributions/ Payments during the year (31,381) (13,389) (1,855) (46,625)
Acturial losses charged to other comprehensive income 316,038 84,143 (211) 399,970 
Balance as on December 31, 2009 358,272 457,702 9,880 825,854

27.1.4 Charge for retirement benefit plans

Current service cost 33,049 25,909 2,483 61,441 
Mark-up cost 89,967 55,616 1,224 146,807 
Expected return on assets (73,199) -   -   (73,199)
Actuarial (gains) / losses charged -   -   -   - 

27.1.9 49,817 81,525 3,707 135,049

27.1.5 Actual return on plan assets

Expected return on plan assets 73,199 -   -   73,199 
Actuarial gain on plan assets 4,967 -   -   4,967 
Actual return on plan assets 68,232 -   -   68,232

2009 2008

Fair value Fair value

(Rupees in ‘000) Percentage (Rupees in ‘000) Percentage

27.1.6 Composition of fair value on plan assets

Defence Savings Certificates -   -   
Pakistan Investment Bonds 200,369 36% 166,824 34%
Term deposits 350,000 64% 321,169 66%
Cash and bank 0% -   0%
Fair value of plan assets 550,369 100% 487,993 100%
Borrowings -   -   
Fair value of plan net assets 550,369 487,993 

27.1.7 If the medical cost rate assumed in the actuarial valuation of defined benefit obligations had been varied by +/- 1
percent, this would have altered the group's defined benefit schemes at follows:

2009 2008

(Rupees in ‘000) (Rupees in ‘000)

+1% -1% +1% -1%

Aggregate of current service and interest cost 3,039 (2,761) 2,737 (2,487)
Defined benefit obligations for medical costs 17,027 (15,516) 13,793 (12,569)
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27.1.8 Five year data on surplus / deficit of the plan and experience adjustment

Pension Fund

2009 2008 2007 2006 2005

--------------------- (Rupees in ‘000) ---------------------

Present value of defined obligation 908,641 599,779 547,381 484,061 467,664 

Fair value of plan assets (550,369) (487,993) (514,650) (473,385) (449,177)

Deficit in the plan 358,272 111,786 32,731 10,676 18,487 

Expected adjustment arising on plan liability (gain) / loss 233,017 5,707 13,242 (8,252) 9,805 

Expected adjustment arising on plan assets (gain) / loss 4,967 (69,414) (9,511) (8,783) 3,234

Medical

2009 2008 2007 2006 2005

--------------------- (Rupees in ‘000) ---------------------

Present value of defined obligation 457,702 370,771 300,920 259,578 193,554 

Fair value of plan assets -   -   -   -   -   

Deficit in the plan 457,702 370,771 300,920 259,578 193,554 

Expected adjustment arising on plan liability (gain) / loss 18,796 32,940 14,543 49,561 (2,858)

Gratuity

2009 2008 2007 2006 2005

--------------------- (Rupees in ‘000) ---------------------

Present value of defined obligation 9,259 8,161 5,607 4,764 4,757 

Fair value of plan assets - -   -   -   -   

Deficit in the plan 9,259 8,161 5,607 4,764 4,757 

Expected adjustment arising on plan liability (gain) / loss (133) (857) (305) (197) 441

27.1.9 Charge for the year has been allocated as follows:
2009

Pension Medical Gratuity Total
benefits

Note ------------------- (Rupees in ‘000) -------------------

Management expenses 24 32,973 52,991 1,219 87,183 
Administration and general expenses 24 16,844 28,534 3,970 49,348 
Capital work in progress -   -   243 243 

49,817 81,525 5,432 136,774

2008
Pension Medical Gratuity Total

benefits
Note ------------------- (Rupees in ‘000) -------------------

Management expenses 24 19,157 30,226 717 50,100 
Administration and general expenses 24 9,774 16,276 2,018 28,068 

28,931 46,502 2,735 78,168
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27.1.10 Employees compensated absences

The holding company's for compensated absences is determined through an actuarial valuation carried out on an an-

nual basis by an independant qualified actuary under the projected unit credit method. Principal assumptions used

for actuarial valuation are as follows:

2009 2008

% per annum

- Discount rate 12 15

- Expected rate of salary increase in future years 11 14

Liability of Rs. 44.409 (2008: Rs. 30.599) million as at December 31, 2009 based on the above valuation has been rec-

ognized by the holding company.

Acturial losses charged to other comprehensive income in repect of compensated absences amounted to 

Rs. 8,687,000.

28. EARNINGS PER SHARE - basic

There is no dilutive effect on basic earnings per share which is based on:

2009 2008

(Rupees in ‘000)

Profit after tax for the year 2,524,567 1,047,098 

Number of shares

Weighted average number of shares 200,000,000 200,000,000 

-------- (Rupees) --------

Basic earnings per share 12.62 5.24

29. SEGMENT REPORTING

The following presents segment revenue and profit information for the years ended December 31, 2009 and December

31, 2008 and estimated information regarding certain assets and liabilities as at December 31, 2009 and December

31, 2008.
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Fire Marine Motor Miscellaneous Total

2009 2008 2009 2008 2009 2008 2009 2008 2009 2008

------------------------------------------------------------------ (Rupees in ‘000) ------------------------------------------------------------------

Revenue

Premium earned 1,220,864 814,453 3,075,820 2,853,100 312,323 366,467 1,046,341 838,380 5,655,348 4,872,400 

Segment results 274,705 (31,427) 1,251,737 1,263,684 189,866 207,243 (86,212) 143,879 1,630,096 1,583,379 

Investment income 2,030,436 (374,017)

Other income 18,809 790 

Rental income 161,023 144,177 

General and administration expenses (387,007) (314,093)

Exchange gain 126,111 472,968 

1,949,372 (70,175)

Profit before taxation 3,579,468 1,513,204 

Provision for taxation - net (1,054,901) (466,106)

Profit after taxation 2,524,567 1,047,098 

Other information

Segment assets

Reinsurance recoveries against 

outstanding claims 702,308 277,496 1,769,381 972,094 179,665 124,861 601,913 285,649 3,253,267 1,660,100 

Premium due but unpaid 359,157 275,972 904,852 966,755 91,880 124,175 307,815 284,080 1,663,703 1,650,982 

Prepaid reinsurance premium 

ceded 430,644 265,421 1,084,957 929,794 110,168 119,428 369,084 273,219 1,994,853 1,587,862 

1,492,109 818,889 3,759,190 2,868,643 381,713 368,464 1,278,812 842,948 6,911,823 4,898,944 

Unallocated corporate assets 20,361,183 17,828,420 

Consolidated total assets 27,273,006 22,727,364 

Segment liabilities

Provision for outstanding claims 1,088,340 531,373 2,741,942 1,861,445 278,421 239,094 932,762 546,982 5,041,465 3,178,894 

Provision for unearned premium 671,378 456,623 1,691,456 1,599,589 171,753 205,459 575,404 470,037 3,109,991 2,731,708 

Commission income unearned 7,510 5,716 18,921 20,023 1,921 2,572 6,437 5,884 34,789 34,195 

Premium received in advance 106,194 86,467 267,543 302,900 27,167 38,906 91,013 89,006 491,917 517,279 

Amount due to the reinsurer 246,328 147,887 620,593 518,062 63,016 66,543 211,114 152,231 1,141,051 884,723 

2,119,750 1,228,066 5,340,455 4,302,019 542,278 552,574 1,816,730 1,264,140 9,819,213 7,346,799 

Unallocated corporate liabilities 1,316,429 859,111 

Consolidated total liabilities 11,135,642 8,205,910

30. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

30.1 Financial risk management objectives and policies

The group is exposed to a variety of financial risks: market risk, yeild/mark-up rate risk, foreign currency risk, credit risk

and liquidity risk that could result in a reduction in the group's net assets or a reduction in the profits available for div-

idends. 

The group's overall risk management programme focuses on the unpredictability of financial markets and seeks to

minimise potential adverse effects on the group's consolidated financial performance.

The Board of Directors has the overall responsibility for the establishment and oversight of the group's risk manage-

ment framework. There are Board Committees for developing risk management policies and its monitoring.

30.1.1 Market risk

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices,



whether those changes are caused by factors specific to the individual security, or its issuer or factors affecting all se-

curities traded in the market.

The group is exposed to market risk with respect to its investments. The group limits market risk by maintaining a di-

versified portfolio and by continuous monitoring of developments in equity and government securities. In addition,

the group actively monitors the key factor that affect stock exchange and government securities.

Sensitivity analysis

The table below summarizes group's equity price risk as of December 31, 2009 and 2008 and shows the effects of a

hypothetical 10% increase and a 10% decrease in market prices as at the year end. The selected hypothetical change

does not reflect what could be considered to be the best or worst case scenarios. Indeed, results could be worse in

group's equity investment portfolio because of the nature of equity markets.

Estimated Hypothetical Hypothetical

fair value increase / increase /

Fair value Hypothetical after (decrease) in (decrease) in

price change hypothetical shareholder’s profit / (loss)

change in price equity before tax

------------------------------- (Rupees in ‘000) -------------------------------

December 31, 2009 4,354,469 10% increase 4,789,916 435,447 435,447 

10% decrease (4,789,916) (435,447) (435,447)

December 31, 2008 1,690,325 10% increase 1,859,358 169,033 169,033 

10% decrease (1,859,358) (169,033) (169,033)

30.1.2 Yield / Mark up Rate Risk

Yield / Mark up rate risk is the risk that the value of the financial instrument will fluctuate due to changes in the market

yield / mark up rates. Sensitivity to yield / mark up rate risk arises from mismatches of financial assets and liabilities

that mature or reprice in a given period. The group manages these mismatches through risk management strategies

where significant changes in gap position can be adjusted. The group is exposed to yield/ mark up rate risk in respect

of the following:
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2009
Effective Profit / Mark-up bearing Non-profit/ Total

profit / markup Less than More than mark-up
rate % one year one year bearing

---------------------------- (Rupees in ‘000) ----------------------------
Financial assets
Cash in hand -   -   102 102
Current and saving accounts 1,829,500 -   857,075 2,686,575
Deposits maturing within 12 months 15 827,988 -   -   827,988
Loans to employees -   -   32,120 32,120
Investments (a) -   6,402,238 4,302,785 10,705,023 
Premium due but unpaid -   -   1,663,703 1,663,703 
Accrued investment income -   -   224,635 224,635 
Re insurance recoveries against 

outstanding claims -   -   3,253,267 3,253,267 
Advances and deposits -   -   85,518 85,518 
Other receivables -   -   86,040 86,040 

2,657,488 6,402,238 10,505,245 19,564,971 

Financial liabilities
Provision for outstanding claims -   -   5,041,465 5,041,465
Staff retirement benefits -   -   514,573 514,573
Premium received in advance -   -   491,917 491,917
Amount due to the reinsurer -   -   1,141,051 1,141,051
Accrued expenses -   -   460,044 460,044
Other liabilities -   -   144,758 144,758

-   -   7,793,808 7,793,808

On balance sheet gap      2,657,488 6,402,238 2,711,437 11,771,163

2008
Effective Profit / Mark-up bearing Non-profit/ Total

profit / markup Less than More than mark-up
rate % one year one year bearing

---------------------------- (Rupees in ‘000) ----------------------------
Financial assets
Cash in hand -   -   -   -   -   
Current and saving accounts 2,540,833 808,554 3,349,387 
Deposits maturing within 

12 months 10.00 - 21.75 1,472,977 -   -   1,472,977 
Loans to employees -   -   30,335 30,335 
Investments (a) 2,468,720 6,476,509 1,789,943 10,735,172 
Premium due but unpaid -   -   1,650,982 1,650,982 
Accrued investment income -   -   294,584 294,584 
Re insurance recoveries against 

outstanding claims 1,660,100 1,660,100 
Advances and deposits -   -   19,604 19,604 
Other receivables -   -   37,338 37,338 

6,482,530 6,476,509 6,291,440 19,250,479 

Financial liabilities
Provision for outstanding claims -   -   3,178,894 3,178,894 
Staff retirement benefits -   -   346,091 346,091 
Premium received in advance -   -   517,279 517,279 
Amount due to the reinsurer -   -   884,723 884,723 
Accrued expenses -   -   115,313 115,313 
Other liabilities -   -   97,994 97,994 

-   -   5,140,294 5,140,294 

On balance sheet gap 6,482,530 6,476,509 1,151,146 14,110,185 

(a) Refer note 16.2 for the details of profit rates.
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30.1.3 Credit risk and concentration of credit risk

Credit risk is the risk, which arises with the possibility that one party to a financial instrument will fail to discharge its

obligation and cause the other party to incur a financial loss. The group attempts to control credit risk by monitoring

credit exposures by undertaking transaction with the large number of counterparties in various industries and by

continually assessing the credit worthiness of counterparties.

Concentration of credit risk arises when a number of counterparties have a similar type of business activities. As a re-

sult, any change in economic, political or other conditions would affect their ability to meet contractual obligation in

the similar manner.

Furthermore, the financial assets as at the year end included Rs. 6.260 billion (2008: Rs. 6.317 billion) which have been

invested in risk free government securities. For the remaining financial assets of Rs. 13.305 billion (2008: Rs. 12.933 bil-

lion), the group attempts to control credit risk by monitoring the credit exposure, limiting transaction with specific cus-

tomers and continuing assessment of credit worthiness of the customers.

The group is exposed to credit risk on premium receivable from customer and for commission and claim recoveries

from reinsurer. The management monitors exposure to credit risk through regular review of credit exposure and pru-

dent estimates of provisions to doubtful receivables.

The age analysis of receivables is as follows:

2009 2008

Upto 1 year 4,304,494 3,564,227 

1 - 2 years 1,018,428 646,260 

2 - 3 years 754,203 508,190 

Over 3 years 1,270,158 571,822 

7,347,283 5,290,499 

The credit quality of group's bank balances can be assessed with reference to external credit ratings as follows:

Rating Rating

Short term Long term Agency 2009 2008 

Allied Bank Limited A1+ AA PACRA 203,309 2,802 

Bank Al habib A1+ AA+ PACRA 305 6,422 

Bank of khyber A-3 BBB+ JCR-VIS 397 270 

Habib Bank Limited A1+ AA+ JCR-VIS 910,346 10 

MCB Bank Limited A1+ AA+ PACRA 250,071 1,618 

National Bank of Pakistan A1+ AAA JCR-VIS 81,040 869 

Standard Chartered Bank A1+ AA+ JCR-VIS 912,916 794 

United National Bank (London) A1+ AA+ JCR-VIS 1,009 7 

Bank Sarasin - Alpene (Dubai) A-1 A+ S&P 936 370 

Deutsche bank AG A-1 A+ S&P 371,684 2 

2,732,013 50,500
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30.1.4 Foreign exchange risk

Foreign currency risk arises mainly where receivables / payables exist due to transactions with foreign undertakings.

Financial assets and liabilities exposed to foreign exchange risk amounted to Rs. 2.457 (2008: Rs. 4.859) billion and Rs.

1.741 (2008: Rs. 0.871) billion respectively, at the end of the year. The group has made appropriate policies to manage

foreign exchange risk.

30.1.5 Liquidity risk

Liquidity risk is the risk that the group will not be able to meet its funding requirements. To guard against this risk, the

group has diversified funding sources and assets are managed with liquidity in mind, maintaining a healthy balance

of cash and cash equivalents and readily marketable securities. The maturity profile is monitored to ensure that ade-

quate liquidity is maintained.

The table below summarises the maturity profile of the group's financial liabilities. The contractual maturities of these

liabilities at the year end have been determined on the basis of the remaining period at the balance sheet date to the

contractual maturity date. Financial liabilities not having a contractual maturity are assumed to mature on the ex-

pected date on which these liabilities will be settled.

2009

Within one Over one year Over five years Total 

year to five years 

Note ------------------------ Rupees in ‘000 ------------------------

Financial liabilities

Provision for outstanding claims 865,400 3,686,418 489,647 5,041,465 

Staff retirement benefits 9 -   514,573 -   514,573 

Premium received in advance 224,350 267,567 -   491,917 

Amount due to the reinsurer 10 926,500 214,551 -   1,141,051 

Accrued expense 11 460,044 -   -   460,044 

Other liabilities 12 144,758 -   -   144,758 

2,621,052 4,683,109 489,647 7,793,808

2008

Within one Over one year Over five years Total 

year to five years 

Note ------------------------ Rupees in ‘000 ------------------------

Financial liabilities

Provision for outstanding claims 545,678 2,324,470 308,746 3,178,894 

Staff retirement benefits 9 -   346,091 -   346,091 

Premium received in advance 235,917 281,362 -   517,279 

Amount due to the reinsurer 10 718,369 166,354 -   884,723 

Accrued expense 11 115,313 -   -   115,313 

Other liabilities 12 97,994 -   -   97,994 

1,713,271 3,118,277 308,746 5,140,294
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31. INSURANCE RISK

The risk under any insurance contract is the possibility that the insured event occurs and the uncertainty in the amount

of compensation to the insured. Generally most insurance contracts carry the insurance risk for a period of one year. 

The group accepts insurance through issuance of general insurance contracts. For these general insurance contracts

the most significant risks arise from fire, atmospheric disturbance, earthquake, terrorist activities and other catastro-

phes.

The group’s risk exposure is mitigated by employing a comprehensive framework to identify, assess, manage and

monitor risk. This framework includes implementation of underwriting strategies which aim to ensure that the under-

written risks are well diversified in terms of type and amount of the risk. Adequate reinsurance is arranged to mitigate

the effect of the potential loss to the group from individual to large or catastrophic insured events. Further, the group

adopts strict claim review policies including active management and prompt pursuing of the claims, regular detailed

review of claim handling procedures and frequent investigation of possible false claims to reduce the insurance risk.

31.1 Frequency and severity of claims

Risk associated with general insurance contracts includes the reasonable possibility of significant loss as well as the

frequent occurrence of the insured events. This has been managed by having in place underwriting strategy, reinsur-

ance arrangements and proactive claim handling procedures.

The concentration of risk by type of contracts is summarised below by reference to liabilities.

Gross sum insured Reinsurance Net

2009 2008 2009 2008 2009 2008

-------------------------------------- (Rupees in million) --------------------------------------

Fire 704,129 586,774 542,179 441,958 161,950 144,816 

Marine, aviation, hull 479,063 392,675 465,745 381,759 13,318 10,916 

Motor 10,231 9,732 -   - 10,231 9,732 

Liability 5,819 5,363 -   - 5,819 5,363 

Worker's compensation 131 125 -   - 131 125 

Credit and suretyship 1,292 1,271 -   - 1,292 1,271 

Accident and health 12,496 12,283 -   - 12,496 12,283 

Miscellaneous 346,070 300,250 337,868 293,524 8,202 6,726 

1,559,231 1,308,473 1,345,792 1,117,241 213,439 191,232

The reinsurance arrangements against major risk exposure include excess of loss, surplus arrangements and cata-
strophic coverage. The objective of having such arrangements is to mitigate adverse impacts of severe losses on
group’s net retentions.

Uncertainty in the estimation of future claims payment

Claims on general insurance contracts are payable on a claim occurrence basis. The group is liable for all insured events
that occur during the term of the insurance contract including the event reported after the expiry of the insurance con-
tract term.

An estimated amount of the claim is recorded immediately on the intimation to the group. The estimation of the
amount is based on management judgment or preliminary assessment by the independent surveyor appointed for
this purpose. The initial estimates include expected settlement cost of the claims. The estimation of provision of claims
incurred but not reported (IBNR) is based on analysis of the past claim reporting pattern.
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There are several variable factors which affect the amount and timing of recognized claim liabilities. The group takes

all reasonable measures to mitigate the factors affecting the amount and timing of claim settlements. However, un-

certainty prevails with estimated claim liabilities and it is likely that final settlement of these liabilities may be different

from initial recognized amount. Similarly, the provision for claims incurred but not reported is based on historic report-

ing pattern of the claims; hence, actual amount of incurred but not reported claims may differ from the amount esti-

mated.

31.2 Key assumptions

The principal assumption underlying the liability estimation of IBNR and Premium Deficiency Reserves is that the

group’s future claim development will follow similar historical pattern for occurrence and reporting. The management

uses qualitative judgment to assess the extent to which past occurrence and reporting pattern will not apply in future.

The judgment includes external factors e.g. treatment of one-off occurrence claims, changes in market factors, eco-

nomic conditions, etc. The internal factors such as portfolio mix, policy conditions and claim handling procedures are

further used in this regard.

The assumed net off reinsurance loss ratios for each class of business is as follows:

Assumed Net Assumed Net 

Loss Ratio Loss Ratio

2009 2008

Class

Fire and property 45% 43%

Marine, aviation and transport

Marine cargo 25% 26%

Marine hull 42% 45%

Aviation hull 35% 37%

Motor 63% 52%

Others

Liability 63% 52%

Workers' compensation 63% 52%

Credit and suretyship 63% 52%

Accident and health 63% 52%

Crop insurance 52% N/A

Miscellaneous 43% 44%

31.3 Sensitivity analysis

The risks associated with the insurance contracts are complex and subject to a number of variables which complicate

quantitiative sensitivity analysis. The group makes various assumptions and techniques based on past claims devel-

opment experience. This includes indications such as average claims cost, ultimate claims numbers and expected loss

ratios. The group considers that the liability for insurance claims recognised in the balance sheet is adequate. However,

actual experience will differ from the expected outcome.

As the group enters into short term insurance contracts, it does not assume any significant impact of changes in

market conditions on unexpired risks. However, some results of sensitivity testing are set out below, showing the im-

pact on profit before tax net of reinsurance.
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Pre tax profit Shareholders’ equity

2009 2008 2009 2008 

------------------------ (Rupees in ‘000) ------------------------

10% increase in loss (357,947) (151,320) (232,665) (98,358)

10% decrease in loss 357,947 151,320 232,665 98,358

31.4 Claims development

The development of claims against insurance contracts issued is not disclosed as uncertainty about the amount and

timing of claim settlement is usually resolved within one year.

31.5 Reinsurance risk

Reinsurance ceded does not relieve the group from its obligation towards policy holders and, as a result, the group

remains liable for the portion of outstanding claims reinsured to the extent that reinsurer fails to meet the obligation

under the reinsurance agreements.

An analysis of all reinsurance assets recognised by the rating of the entity from which it is due are as follows: 

Reinsurance

Amount due recoveries Other

from other against reinsurance 2009 2008 

insurers / outstanding asset

reinsurers claims

---------------------------------- (Rupees in ‘000) ----------------------------------

A or above (including PRCL) -   3,253,267 1,994,853 5,248,120 3,247,962 

BBB -   -   -   - -   

Others -   -   -   - -   

Total -   3,253,267 1,994,853 5,248,120 3,247,962  

31.6 Geographical concentration of insurance risk

To optimize benefits from the principle of average and law of large number, geographical spread of risk is of extreme
importance. There are a number of parameters which are significant in assessing the accumulation of risks with ref-
erence to the grographical location, the most important of which is risk survey.

Risk surveys are carried out on a regular basis for the evaluation of physical hazards associated with the commercial/in-
dustrial/residential occupation of the insureds.

The ability to manage catastrophic risk is tied to managing the density of risk within a particular area. For catastrophic
aggregates, we have utilised precise grographic CRESTA (Catastrophe Risk Evaluating and Standardizing Target Accu-
mulations) codes with reference to the accumulation of sums insured in force at any particular location against natural
perils. It provides a way to better visualize the risk exposures so the group determines the appropriate amount of
reinsurance coverage to protect the business portfolio.

32. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is an amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing
parties in arm's length transaction. Consequently, difference may arise between the carrying values and the fair values
estimates.
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The carrying value of the financial instruments reported in the consolidated financial statemenets approximate their

fair value except that investments have a lower market value as stated in note 16.

33. RELATED PARTY TRANSACTIONS

The group has related party relationships with the pension fund scheme (note 27) and provident fund (note 7.13)

and its key management personnel.

33.1 Terms and conditions of transactions with related parties

The transactions with related parties are made at normal market prices. There have been no guarantees provided or

received for any related party receivables or payables. Accrual of liability in respect of the pension benefit fund is

made in accordance with the actuarial advice (refer note 27). The group does not make any contribution to the prov-

ident fund. Remuneration to key management personnel are included in note 26 to these consolidated financial state-

ment and are determined in accordance with the terms of their employment / appointment. Certain key management

personnel are also provided with free use of the company maintained vehicles and post retirement benefits in accor-

dance with their entitlement under the terms of their employment.

33.2 Profit oriented state-controlled entities - various

2009 2008

(Rupees in ‘000)

Insurance premium written 6,033,630 5,491,882 

Insurance claims paid 1,195,767 1,364,060 

Re-insurance ceded 3,057,341 2,379,741 

Re-insurance recoveries 478,516 477,869 

Facility management service fee 6,706 6,243 

34. NON-ADJUSTING EVENT AFTER THE BALANCE SHEET DATE

The Board of Directors in its meeting held on April 8, 2010 has proposed a cash dividend of 25% (2008: 25%).  These

distributions will be approved in the forthcoming Annual General Meeting. The financial statements for the year ended

December 31, 2009 do not include the effects of the following appropriation which will be accounted for in the con-

solidated financial statements for the year ended December 31, 2010 as follows:

Transfer from unappropriated profit to proposed dividend amounting to Rs. 500 million (2008: Rs. 500 million).

35. DATE OF AUTHORISATION FOR ISSUE

These consolidated financial statements were authorized for issue in the Board of Directors meeting held on 

April 8, 2010.
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I/We _________________________________________ of _________________________________________

being a Shareholder of the National Insurance Company Limited holding Share Nos.________________ hereby

appoint Mr. _______________________________________ of _______________________________________

as my/our proxy to vote for me/us and on my/our behalf at a meeting of the shareholders of the Company to

be held at National Insurance Company Limited Head Office Karachi on Thursday April 29, 2010 and at any 

adjournment thereof. Dated this day of ____________________.

Signature of Shareholder

Important Notes: (With Reference to Articles of Association of the Company Nos. 50 to 53)

1. The instrument appointing a proxy shall be in writing under the hand of the appointer or of his attorney duly

authorized in  writing. A proxy must be a member. 

2. The instrument appointing a proxy and the power-of-attorney or other authority (if any) which it is signed,

or a notarially certified copy of that power or authority, shall be deposited at the registered office of the 

company not less than forty-eight hours before the time for holding the meeting at which the person

named in the instrument proposes to vote and in default, the instrument of proxy shall not be treated as

valid.

3. An instrument appointing a proxy may be in any usual or common from or as near thereto which the 

directors shall approve.

4. A vote given in accordance with the terms of an instrument of proxy shall be valid notwithstanding the

previous death or insanity of the principal or revocation of the proxy or of the authority under which the

proxy was executed, or the transfer of the share in respect of which the proxy is given, provided that no 

intimation in writing of such death, insanity, revocation or transfer as aforesaid shall have been received by

the company at the office before the commencement of the meeting or adjourned meeting at which the

proxy is issued.

PROXY FORM

Affix Rupees Four

Revenue Stame






