


NATIONAL INSURANCE COMPANY LIMITED

DIRECTORS’ REPORT - 2018
ON THE ANNUAL AUDITED ACCOUNTS FOR THE YEAR ENDED DECEMBER 31, 2018

The Directors of your Company take pleasure in presenting their report together with the audited financial
statements and Auditors' Report thereon for the year ended December 31, 2018. The Director's report prepared
under Section 227 of the Companies Act, 2017, the Public Sector Companies (Corporate Governance) Rules, 2013
and the Code of Corporate Governance for Insurers, 2016, will be put forward to the members at the 19" Annual
General Meeting of the Company to be held on September 10, 2024.

HISTORY, OBJECTIVES AND STATE OF AFFAIRS OF YOUR COMPANY

National Insurance Company Limited ("the Company") was incorporated in Pakistan on March 31, 2000, as an
unquoted public limited company under the repealed Companies Ordinance 1984 (now the Companies Act, 2017)
through National Insurance Corporation (Reorganization) Ordinance, 2000.

Major Objectives of National Insurance Company Limited include:

s To provide insurance cover to the Government/Semi Government organizations at economical cost;
e To reduce outflow of foreign exchange by reducing dependence on reinsurance abroad;

e To make significant contributions to public exchequer by payment of taxes & dividends;

e To make prudent investments in public as well as private sector in order to obtain maximum returns.

The Company is providing general insurance coverage to the moveable and immoveable assets, liabilities, risks and/
or interests belonging to Federal & Provisional Governments, Local Authorities and Statutory Corporations. It has a
captive clientele in terms of the provisions of Section 166 of the Insurance Ordinance, 2000.

The Company provides insurance coverage in the following areas:

e Marine Cargo

Marine Hull

Aviation Hull

Bankers Blanket Bond
Electronic Equipment
Workmen Compensation
General Public Liability
Cash-in-Safe
Cash-in-Transit

e Fire and Allied Perils

®  Property All Risk

e  Machinery Breakdown

e Contractors’ All Risk

e  Erection All Risk

e Business Interruption following;
» Property Damage
» Machinery Breakdown

The Company has never been in loss ever since the year 2000 i.e. when the National Insurance Corporation was
converted into a public limited company through the promulgation of the National Insurance Corporation
(Reorganization) Ordinance, 2000.

The Company's operations and governance remained smooth until the year 2009, however, during the period from
2009 and 2010 due to certain decisions taken by the then Board members as a collegiate, the Company underwent
a state of turmoil due to cases relating to purchase of properties. Thereafter, the Hon'ble Supreme Court of Pakistan
took notice of the same and Suo Moto case bearing No, 18 of 2010 necessitated an overhaul of the Company. As a
consequence, the Company has been functioning without a duly constituted Board of Directors for a significant
period of time.

A Board of Directors was appointed/ nominated during the year 2013 for a period of six months only. Hence, during
the period from 2010/2011 to 2015, the Company largely functioned without a Board of Directors. Consequently,
the audits of the Company's accounts could not be carried out and the same interfered with the Company's smooth
functioning as it created a backlog of numerous issues including, but not limited to, the audit of accounts given the
fact that the process of auditing is a sequential one.

N

Directors’ Report — 2018 (NICL) Page 1|15



Another Board of Directors was appointed / nominated February 2015 which remained for three years, which got
the financial statements for the years 2010, 2011, 2012, 2013 and 2014 audited and approved. After that, another
Board of Directors was appointed/ nominated through notification dated May 31, 2018 for a period of three years
and its tenure ended on May 31 2021, this Board of Directors got the financial statements for the years 2015, 2016
and 2017 audited and approved. Then after a gap two-and-a-half-year new Board (i.e. the present Board) was
notified on August 8, 2023 and held its first meeting on November 13, 2023. This current Board of Directors of the
Company took initiatives to conclude the pending audit and finalization/approval of pending financial years, and
completed the audit of accounts for the years 2018 and 2019, the same are being adopted and adopted by the
shareholders in Annual General Meeting being held on September 10, 2024 (19" Annual General Meeting) which is
being convened after obtaining the direction of the Securities and Exchange Commission of Pakistan (SECP) in terms
of Section 147 of the Companies Act, 2017.

Moreover, alongside the audit and finalization of accounts, the Company has not been in compliance with other
statutory obligations including the ones relating/ ancillary to the audit and finalization of accounts. Other
shortcomings in compliance of other statutory requirements include, but are not limited to, the following:

i. Non-existence of Board of Directors for a considerable time.

ii. Appointment of a qualified person as Chief Financial Officer, which has now been done on 22nd April 2024
and a qualified professional from the finance function has been nominated as its Chief Financial Officer,
who was looking after the finance function as Acting Chief Financial Officer since April 12, 2023. Before this
the Company appointed it's Chief Financial Officer on October 15, 2020, who stayed for around a year till
November 19, 2021.

iii. Appointment of Chief Internal Auditor, which is under process. The company had Chief Internal Auditor
Officer from January 1, 2020, till July 31, 2022, and was transferred to Finance function to assist in
completion of financial statements and looking after the finance function.

iv.  Appointment of Compliance Officer, which is under process. The company had Compliance Officer from
April 22, 2021, till March 7, 2023.

V. Obtaining of credit rating(s), which can only be done once all outstanding accounts are audited, signed and
approved;

vi. Non-holding of Annual General Meetings within the timeframe stipulated under the Companies Law.

A delayed Annual General Meeting was held on December 30, 2020, to adopt financials of years 2015 till
2017 and now another Annual General Meeting is being held on September 10, 2024 to adopt financials of
years 2018 and 2019.

vil. Timely appointment of external auditors.

The external auditors, RSM Avais Hyder Liaquat Nauman, were appointed for the years from 2017 to 2019
on 30th August 2019. Now, external auditors are being appointed for the years from 2020 till 2023 in Annual
General Meeting of September 10, 2024.

viii. Timely audit, signing, approval and filing of accounts including quarterly statements of assets and liabilities,
and other ancillary reports (Directors' Reports) and Statements of Compliance/ Non- Compliances under
the Corporate Governance Laws as well as the Insurance Ordinance, 2000 applicable to the respective years;

ix. Non-existence of various policies & procedures, which has already been addressed by the Board and many
new policies & procedures in line with the best practices have now been made and approved, while some
other policies & procedures are being made by the consultants engaged for this purpose and it is expected
that those policies will be finalized and approved sooner.

The Company's Board of Directors and the Management has made all out efforts to ensure that the Company meets
all its statutory obligations including finalization of the accounts for the previous years, within the earliest possible
time, as a result of which the Company is able to conclude the audit of accounts for the year under consideration.
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COMPANY PERFORMANCE REVIEW

Despite the challenging environment, the Company performed well in 2018 as we closed the year delivering sound
financial results with a premium growth of 82% in business over the preceding year. We continued to follow the
strategy of sustainable growth.

In 2018, the gross premium increased to Rs. 8,990.76 million as compared to Rs. 4,939.85 million in 2017. The net
insurance premium revenue was 39.6% (Rs. 3,561.40 million) of total gross premium underwritten as compared to
the net insurance premium revenue of 75.1% (Rs. 3,709.53 million) in 2017. The net claims ratio remained same at
21.55% as compared to last year’s ratio. The underwriting results reported a profit of Rs. 1,593.15 million in 2018 as
against profit of Rs. 2,271.22 million in the year 2017.
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The return-on-investment portfolio reduced to Rs. 1,403.41 million in 2018 as compared to Rs. 1,601.74 million in
2017. Rental and other income was Rs. 2,142.02 million whereas the same amount was Rs. 367.99 million in the
preceding year.

Profit before tax amounted to Rs. 4,415.88 million in the year 2018 recording an increase of 27.8% against the
preceding year's profit of Rs. 3,455.07 million. Also, the Profit after tax witnessed an increase of 36.1% to Rs. 2,861.33
million as against profits of Rs. 2,102.42 million in the preceding year.

PORTFOLIO ANALYSIS Fire & Property Damage

2,000
Fire and Property Damage 1,500
Fire and property class of business constituted 21.47%
of the total portfolio. During the year, the Company has 1,000
underwritten a gross premium of Rs. 1,931 million 500
(2017: Rs. 1,497.75 million). Net claims to net premium m B . I
ratio reduced to 9.36% in 2018 as compared to 34.68%
in 2017. As a result, fire and property class posted
increase in underwriting profit of Rs. 1,343.83 billion in
2018 as compared to Rs. 691.61 million in 2017.

Rs. in millions
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Marine, Aviation & Transport

Marine, Aviation & Transport class of business
constituted 46.30% of the total portfolio. During the
year, the Company’s underwritten gross premium has
increased to Rs. 4,162.50 million (2017: Rs. 1,921.98
million). Net claims to net premium ratio increased to
57.58% in 2018 as compared to -0.26% in 2017. As a
result, this portfolio showed underwriting loss of Rs.
333.18 million in 2018 as compared to a profit of Rs.
828.23 million in 2017.

Motor

Motor class of business constituted 5.23% of the total
portfolio. During the year, the Company has
underwritten a gross premium of Rs. 470.08 million
(2017: Rs. 459.71 million). Net claims to net premium
ratio increased to 7.35% in 2018 as compared to 24.68%
in 2017. As a result, Motor class reported an increased
underwriting profit of Rs. 436.83 million in 2018 as
compared to profit of Rs. 267.43 million in 2017.

Engineering

The Engineering class of business constituted 23.60% of
the total portfolio. During the year, the Company has
underwritten a gross premium of Rs. 2,122.14 million
(2017: Rs. 727.71 million). Net claims to net premium
ratio increased to 82.41% in 2018 as compared to 2.66%
in 2017. As a result, this portfolio showed underwriting
loss of Rs. 200.22 million (2017: profit of Rs. 369.49
million).

Miscellaneous

The Miscellaneous class of business constituted 3.40%
of the total portfolio. During the year, the Company has
underwritten a gross premium of Rs. 305.42 million
(2017: Rs. 332.48 million). Net claims to net premium
ratio increased to 6.25% in 2018 as compared to 46.45%
in 2017. As a result, this portfolio showed underwriting
profit of Rs. 345.90 million (2017: profit of Rs. 117.02
million).
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INVESTMENT INCOME

Investment income of the Company witnessed a
decrease of 12.38% mainly due to decrease in
dividend Income, return on government securities
and return on term deposits.

Dividend income decreased by 25.88%, Income on
government securities decreased by 21.97% and
income on term deposit decreased by 49.84% in
2018. As a result, the overall income from
investments amounted to Rs. 1,403 millionin 2018
as against Rs. 1,602 million in 2017.

COMPANY’S ASSETS

Total assets of the Company as of 31 December 2018
amounted to Rs. 52,491 million as against Rs. 49,428
million in 2017. Total investments decreased by 7.27%
at Rs. 24,278 million as compared to Rs. 26,183 million
in 2017. The management’s strategy is to optimize
utilization of funds over a long-term investment horizon

The break-up of investment income is as under:

Income

Dividend income
Return on PIBs

Return on T-Bills

Return on term deposits
(Loss)/Gain on sale of

'Held for trading' investments
(Net impairment)

(Loss)/Gain on sale of
'Available-for-sale’ investments
(Net impairment)

Net Investment Income

FY-2018 FY-2017
(Rupees in million)

211 284

1,008 1,291

46 0

359 715

(218) (671)

(1) (19)

1,403 1,602

Assets Break-up

30,000
20,000

10,000

Rupees in Millions

il
2018

o |

2017

. H Investments ® Investment Property
to maximize investment returns. s Fixed Assets @ Cash & Bank
® Investment in Subsidiary ® Other Assets
KEY OPERATIONAL AND FINANCIAL DATA
(Figures in Rs. million)
Description FY-2013 FY-2014 FY-2015 FY-2016 FY-2017 FY-2018
Gross Written Premium 6,083 6,401 4,899 5,534 4,939 8,990
Net Written Premium 3,001 3,264 2,851 2,923 3,709 3,561
Net Claims 136 119 697 4398 799 768
Underwriting Profit 2,036 2,398 1,415 1,705 2,271 1,593
Investment income 2,541 2,266 2,915 3,152 1,620 1,403
Profit Before Tax 4,501 4,183 3,865 4,411 2,823 4,416
Income Tax Expense 1,881 888 813 1,256 719 1,555
Profit After Tax 2,620 3,295 3,052 3,155 2,104 2,861
Total Equity 20,860 23,185 25,871 28,933 28,327 30,837
Total Liability 18,212 19,498 18,979 21,625 21,100 21,654
Dividend 500 500 500 500 500 410
Total Investments 14,723 24,734 23,725 31,390 29,653 27,757

BOARD OF DIRECTORS

During the year 2018, the following persons have been the directors on the Board of Directors of your company,
whose appointments / nominations on the Board were approved by the Insurance Division of SECP.

During the year 2018 there were two sets of Board of Directors, the 3-year tenure of the first Board completed on
May 30, 2018. The new Board of Directors took charge w.e.f. May 31, 2018 (details are appended below). As of
December 31, 2018, the Board comprised of seven directors having the knowledge, skills and experience required
to provide oversight and strategic guidelines to the Company. All the directors represented diverse fields /
professions and possessed the necessary skills and understanding to deal with various business issues and had the

ability to review management performance.

During the year 2018, Dr. Nazish Afraz was nominated by the Government of Pakistan on the Board of NICL as an
independent Director. She never joined the Board, as she regretted vide her letter dated 09-Jul-18, her casual

™ i - oAy
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vacancy could not be filled by the BoD during their 3 year’s tenure. The casual vacancy arising from the transfer of

Mr. Roshan Ali Shaikh in October, 2018 was later on filled by Mr. Manzoor Ali Shaikh in the year Feb, 2019.

Total number of directors during the year 2018 and Board composition was as appended below:

Muhamma Bandd IneendentDircor il 23-Feb25 30-May-2018 .
2 | Shaban Khalid Independent Director 31-Mar-2015 30-May-2018
3 | M. Ghalib Nishtar Independent Director 31-Mar-2015 30-May-2018
4 Kamal Afsar Independent Director 03-Apr-2015 30-May-2018
5 Savak Rustom Poonegar Independent Director 31-Mar-2015 30-May-2018
6 Dr. Attiya Yasmeen Javed Independent Director 31-Mar-2015 30-May-2018
7 | Syed Rafeo Bashir Shah Adingciet Deqive 27-Dec-2017 26-1ul-2019

Officer
< : Non-Executive Director
8 | Nazim Latif (Ex-Officio Director) 06-Dec-2017 30-May-2018

The tenure of the above-mentioned Board expired on May 30, 2018 and the new Board of Directors took charge
from May 31, 2018. The details of the newly constituted board are appended below.

1 | Syed Arshad Al Independent Directors 31-May 2018 01-Apr-2019
2 Aasim Azim Siddigui Independent Directors 31-May 2018 30-May-2021
3 | Shafgaat Ahmed Independent Directors 31-May 2018 30-May-2021
4 | Dr. Nazish Afraz Independent Directors -
5 | Syed Rafeo Bashir Shah Adtirig CHIsFEXRoutIve 27-Dec-2017 26-Jul-2019
Officer
Non-Executive Director
i -| -20 - -2020
6 | Syed Muhammad Tariq Huda (Ex-Officio Director) 31-May-2018 18-May
Non-Executive Director
Ceha 1-May-2 -Oct-201
7 | Roshan Ali Shaikh (Ex-Officio Director) 3 ay-2018 15-Oct-2018
; Non-Executive Director
8 | Dr. Rashid Manzoor (Ex-Officio Director) 31-May-2018 30-May-2021

DIRECTORS’ REMUNERATION

The remuneration of the directors is approved by the Board. However, no director takes part in deciding his own
remuneration. The Company pays remuneration to directors for attending the meetings of the Board of Directors
and its Committees.

The Board of Directors has approved the remuneration of the members of the Board for attending meetings of the
Board and Board Committee. The meeting fee of Rs. 50,000 per meeting is paid to directors. Travel expenses by air
from the city of residence to the city of the meeting are paid with hotel accommodation, if availed. And that in
addition to the said fee, each Director who is coming to attend a Board/Committee meeting from any other city, a
daily allowance of Rs. 5,000/- shall also be paid for a day of his/her visit at the place of meeting. However, the
Ministry of Commerce & Textile, vide its letter no. 3(10)/98-Ins dated September 06, 2017 has directed that the
Director's Fee shall be standardized at no more than Rs.50,000/-. Hence, ever since the said directive of the Ministry
of Commerce & Textile was received, the Directors have been paid a fee of Rs.50,000/- per meeting per director.

The remuneration paid to directors for attending the meetings of the Board of Directors as well as its committees
have been disclosed in Note 35 to the financial statements.

BOARD MEETINGS & ATTENDANCE
During year 2018, 6 meetings of the Board of Directors and 1 Emergent meeting were held and attended by the
Directors as under:
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For Board members having tenure till May 30, 2018

For Board members having tenure from May 31, 2018

Directors ‘Meetings Attended Directors ~ Meetings Attended

Ameen Muhammad Bandukda 2 Syed Arshad Ali 5
Kamal Afsar 1 Syed Muhammad Tariq Huda 4
Dr. Nazim Latif 1 Dr. Rashid Manzoor 5
Shaban Khalid 2 Shafgaat Ahmed S
Syed Rafeo Bashir Shah 2 Syed Rafeo Bashir Shah 5
Muhammad Ghalib Nishtar 2 Roshan Ali Shaikh 2
Sevak Rustam Poonegar 2 Aasim Azim Siddiqui 4
Dr. Attiya Yasmeen Javed ¥

BOARD COMMITTEES & ITS MEMBERS

The Board has formed the following committees:

AUDIT COMMITTEE

r end)

From Jan 01, 2018 tiII May 30, 2018)

' I(al Afr Chairman

Shahban Khalid Member
M. Ghalib Nishtar Member
General Manager (Internal Audit) | Secretary

ETHICS, HUMAN RESOURCE & REMUNERATION
(From Jan 01, 2018 till May 30, 2018)

Chalrma 3

Ameen M Bandukda, Member

Shahban Khalid Member

Dr. Attiya Yasmin Member

Kamal Afsar Member

Chief Manger (HR) Secretary
INVESTMENT

(From Jan 01, 2018 till May 30, 2018)

ot Bt L1y

| M.haﬁb Nishtar, Direct

or Chairman

Ameen M. Bandukda, Director Member

Shahban Khalid, Director Member

Kamal Afsar, Director Member

Chief Executive Officer Member

General Manager (Accounts) Secretary
PROCUREMENT

(From Jan 01, 2018 till May 30, 2018)

Shahban Khalid, Director Chairman
Ameen M. Bandukda, Director Member
S. R. Poonegar, Director Member
General Manager (Co. Secretary) | Secretary

Directors’” Report

(From August 13, 2018 till yea
= 37|

Aasim Azim Siddiqui

Shafgaat Ahmed Member
Roshan Ali Shaikh Member
Dr. Rashid Manzoor Member
General Manager (Internal Audit) | Secretary

(From August 13, 2018 till year end)

yed Arshad Ali
Syed Muhammad Tariq Huda Member
Dr. Rashid Manzoor Member
Aasim Azim Siddigui Member
Chief Executive Officer Member
General Manager (HR) Secretary

(From August 13, 2018 till year end)

— . —
s 55, . ] RY

Shafqaat Ahmed Chairman

Syed Arshad Ali Member
Syed Muhammad Tariq Huda Member
Chief Executive Officer Member
Chief Manager (Accounts) Secretary

(From August 13, 2018 till year end)

=

Chairman

Shafgaat Ahmed Member
Chief Executive Officer Member

General Manager (Administration) | Secretary
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SHAREHOLDING
The Company is 100% owned by Government of Pakistan and working under administrative control of Ministry of
Commerce.

Shal:a‘:;:i:hﬂ Shareholdings et it
- Shareholding from 1 to 100 shares -
- Shareholding from 101 to 500 shares -
- Shareholding from 501 to 1,000 shares -
- Shareholding from 1001 to 5,000 shares -
~ Shareholding from 5,001 to 10,000 shares -
- Shareholding from 10,001 to 1,000,000 shares -
- Shareholding from 1,000,001 to 10,000,000 shares -
- Shareholding from 10,000,001 to 100,000,000 shares -

1 Shareholding from 100,000,001 to 200,000,000 shares 200,000,000
1 200,000,000
Categories of Shareholders Share(s) Held Percentage

Directors, Chief Executive Officer, and their spouse and minor children G 0%
Associated Companies, undertakings and related parties - 0%
Executives - 0%
Banks, Development Financial Institutions, Non-Banking Financial Institutions - 0%
Insurance Companies and Takaful Companies - 0%
Modarabas and Mutual Funds - 0%
Shareholders holding 5% or more
General Public:
- Local - 0%
- Foreign - 0%
Others:
- Public Sector Companies and Corporations = 0%
- Federation of Pakistan (In the name of President of Pakistan) 200,000,000 100%
- NIC Employees Empowerment Trust (NEET) - 0%

SUBSIDIARY COMPANY

M/s. Civic Center Company (Private) Limited ("the subsidiary company") is the only wholly owned subsidiary of the
Company. The subsidiary company was incorporated in the year 1994, and at present, it has a paid-up capital of
Rs.448.20 million (divided into 44.820 million shares of Rs.10/- each share). The subsidiary company is engaged in
the business of rental management and upkeep of its real estate properties/ buildings.

MOST RECENT DEVELOPMENT — SCHEME OF MERGER/AMALGAMATION OF THE COMPANY’'S WHOLLY
OWNED SUSIDIARY WITH AND INTO THE COMPANY

NICL holds 100% shares of CCCL which is contrary the requirements of sections 14(1) (b) and 15 read with section
200 of The Companies Act, 2017, therefore, SECP has required the change in the shareholding while transferring
share(s) in the name of new nominee director(s) who would then also become the shareholder(s) of the CCCL.

As per resolution of the Board of Directors of CCCL, the matter for transfer of share(s) in the name of new nominee
Director(s), from the existing shares i.e. Rs. 44,820,009, was referred to NICL's Board of Directors for necessary
approval and further proceedings.

In pursuance of this, NICL Board of Directors in its 125™ meeting held on July 25, 2024, approved to transfer one
share of CCCL to the Chief executive Officer of National Insurance Company in order to comply with Security
Exchange Commission requirement.

EARNINGS PER SHARE

During the year under review, earnings per share were Rs. 14.31/- (2017: Rs. 10.51/-). Detailed working has been
reported in Note 34 to the Unconsolidated Financial Statements in this regard.
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INTERNAL FINANCIAL CONTROLS AND ITS ADEQUACY

The Board has adopted policies and procedures for ensuring orderly and efficient conduct of its business including
adherence to the Company’s policies, safeguarding of its assets, prevention and detection of frauds and errors,
accuracy and completeness of the accounting records and timely preparation of reliable financial disclosures. The
system provides, though not absolute, reasonable assurance that adequate control mechanisms have been
established within the operational businesses.

The Company’s internal control system is commensurate with its size, scale, and complexities of its operations. The
Audit Committee of the Board of Directors actively reviews the adequacy and effectiveness of the internal control
system and suggests improvements to strengthen the same.

RECOMMENDATION OF THE AUDIT COMMITTEE

The appointment of external auditors for the year ended December 31, 2017, 2018 and 2019 was done in its
Extraordinary General Meeting held on August 30, 2019. It was recommended the appointment and remuneration
of M/s. RSM Avais Hyder Liaguat Noman, Chartered Accountants as the external auditors for the year ended
December 31, 2017, 2018 and 2019 based on the outcome of the tendering process followed in accordance with the

PPRA Rules.

No casual vacancy arose with respect to the external auditors for the year 2018.

Other matters considered and / or recommended by the Audit Committee included the following:

e discussions with external auditors on the issues from the audit and review of the financial statements.

e communication between the management and external auditors that are ought to have been affecting
the progress of audit of financial statements.

e other matters requiring presence and/ outcomes of discussions with the external auditors.

OPINIONS EXPRESSED IN THE AUDITOR’'S REPORT AND EXPLANATION
Auditors of the Company for the year ended December 31, 2018, have expressed their opinions on the financial
statements for the said period, and an explanation thereto has been given as under:

Audit Opinion

Explanation

1

The Company does not neither maintain a fixed asset register nor have an
items-wise detail fixed assets available with it. Due to non-availability of this
information, we were unable to obtain sufficient appropriate audit evidence
in relation to following:

- the existence, completeness, rights & obligations and valuation
assertions of fixed assets recorded in the unconsolidated financial
statements of the Company as at December 31 2015, December 31,
2016, December 31,2017 and December 31, 2018.

- the impairment if any, of any fixed assets recorded, in the
unconsolidated financial statements of the Company as at December 31,
2015, December 31, 2016, December 31, 2017 and December 31, 2018.

Consequently, we are unable to quantify the Impact of the adjustments, if
any, on the unconsolidated financial statements:

The Company historically has been charging deprecation on investment
properties (refer note 7 to the unconsolidated financial statements) and fixed
assets (refer note 5 to the unconsolidated financial statements) under
reducing balance method using rates that are not in agreement with its
astimate of useful life. Accordingly, this may have been resulted in a material
misstatement, in the written down value of assets and a material
misstatement, in the unconsolidated profit for the year and unconsolidated
retained earnings of the Company. Due to non-availability of Item-wise detail
fixed assets (as mentioned above) we are unable to quantify using incorrect
depreciation rates on the unconsolidated financial statements pertaining to
fixed assets and impact on the deferred tax.

Similar opinion was given by the external auditors
for the year 2017, Factually, there was no fixed
assets register during the year 2018,

The Company is in process of acquiring new
software solution, offering advanced asset register
capabilities, including Procure-to-Payment and
Fixed Asset Management Systems. This new
solution will be integrated with NICL's existing
General Ledger System, providing a complete
procure-to-pay solution that will revolutionize
business process and technology integration for
procurement, services, and finance departments.
By laying the foundation for incremental system
evolution, this mission-critical solution will enable
a new level of efficiency and integration,
transforming the way procurement and finance
departments operate.

The Company has modified the depreciation policy
to implement the Straight-Line Method for all
assets starting January 1, 2020, to align with
external auditors’ requirements.

We expect that this epinion shall change in the
later years, as the auditors for those years will be
able to see the fixed assets register and will also be
able to carry out necessary audit verification

[
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procedures in respect of fixed assets as well as
investment properties.

2 We were appointed subsequent to the balance sheet date consequently; we | This is an inherent limitation that the external
were unable to carry out auditing procedures necessary to obtain adequate | auditors for the year ended December 31, 2018
assurance regarding the quantities and condition of investment properties | were appointed in the year 2019.

and fixed assets appearing in the unconsoclidated statement or financial
position as at December 31, 2018 and application of appropriate cut on-
procedures. We were also unable to review the event subsequently to the
balance sheet date till the date of our audit report. Which may affect the
financial statements further, there being to satisfactory alternative audit
procedures that we could adopt to obtain sufficient and appropriate audit
evidence regarding the objectives of these procedures, Consequently, we are
unable to assess due Impact of the adjustments, if any that may have been
identified as a result of such audit procedures on the balances as appearing
the unconsolidated financial statements.

DIRECTION / PREPARATION TO HOLD ANNUAL GENERAL MEETING

On the application(s) made by the Company in terms of Section 147(1) of The Companies Act, 2017, vide letter No.
CS.SEC/19%, 20" AGM/Sec.147-CA/2024 dated August 9, 2024, the Securities and Exchange Commission of Pakistan,
vide its letter No. E-0004795 dated August 12, 2024, has intimated that the commission vide Circular No. 07/2024
March 7, 2024 has clarified that the spirit of section 147 of the Companies Act, 2017 is to empower the
members/directors of the company to compel it to hold its overdue journal meetings with the intervention of
Commission. Hence any application under section in 147 shall not be entertained by the Commission in case same
is filed by on behalf of the company as a company cannot seek direction against itself.

In addition to above, SECP further clarified that, in case the company has held its overdue meeting without
invocation of the provision of section 147 of the Companies Act, 2017, such meeting would be considered as valid
meetings, if held in accordance with the relevant provisions of the law.

Therefore, as directed by SECP the Company will hold its Annual General Meetings on September 10, 2024 for the
years 2018 & 2019.

RECOMMENDATION FOR DIVIDEND
A Final dividend Rs. 500 million @ Rupee 2.05 per share for the financial years 2018 has been recommended for
declaration by the Board Audit Committee and approved by the Board of Directors.

STATEMENT OF CORPORATE AND FINANCIAL REPORTING FRAMEWORK

The Corporate laws, rules and regulations framed there under spell out the overall functions of the Board of Directors
of the Company. The Board is fully aware of its corporate responsibilities as envisaged under the Companies Act,
2017, the Code of Corporate Governance for Insurers, 2016 and is pleased to give the following statements:

The financial statements, prepared by the Company, present fairly its state of affairs, the results of its operation,
cash flows and changes in equity. The Company has maintained proper books of accounts as required under the
Companies Act, 2017.

The Company has followed consistently appropriate accounting policies in preparation of the financial
statements. Changes, wherever made, have been disclosed, and accounting estimates made are on the basis of
prudent and reasonable judgment.

Financial Statements have been prepared by the Company in accordance with the International Financial
Reporting Standards as applicable in Pakistan. The departure therefrom (if any), is disclosed adequately and
explained.

The fundamentals of the Company are strong and there are no doubts about its ability to continue as a going
concern.

COMPLIANCE WITH PUBLIC SECTOR COMPANIES (CORPORATE GOVERNANCE) RULES, 2013 AND THE

CODE OF CORPORATE GOVERNANCE FOR INSURERS, 2016
Although, the Directors signing and approving this Report along with the financial statements for the year ended
December 31, 2018, on the basis of the indemnity to the Board for signing and approving the financial statements /
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accounts for the year ended December 31, 2018, as elaborated in the "Disclaimer & Indemnity" part given in this
Report were not present during the period to which these financial statements relate, however, the present
Directors have approved and signed this Report along with the financial statements for the year ended December
31, 2018 and the relevant Statements of Compliance / Non-Compliances, so as to meet the filing requirements as
laid down under the law.

Based on the said indemnity to the Board, the Statements of Compliance / Non-compliances under Rule 24 of the
Public Sector Companies (Corporate Governance) Rules, 2013 and Clause (lxxvi) or the Code of Corporate
Governance for Insurers, 2016 [Clauses (Ixxviii) to (Ixxx) of the Code of Corporate Governance for Insurers, 2016 have
been omitted vide S.R.0.277(1)/2020 dated April 01, 2020; hence, these provisions do not exist as at the date hereof,
and accordingly, the Statement of Compliance with Section 11 and Section 12 of the Insurance Ordinance, 2000 is
not been presented herewith], has been approved, signed, issued and annexed to these financial statements by the
present Board of Directors without assuming any financial and/ or legal liability and/ or risk of any type or kind
whatsoever, as the present Board of Directors was neither present during the period to which these accounts relate
nor is the Board in a position to confirm the exact compliance status with respect to the requirements of the
Companies Ordinance. 1984 (now the Companies Act, 2017), the Insurance Ordinance, 2000, the Public Sector
Companies (Corporate Governance) Rules, 2013 and the Code of Corporate Governance for insurers, 2016.

STATEMENT OF COMPLIANCE UNDER SECTION 46(6) OF THE INSURANCE ORDINANCE, 2000

Just like the Statement of Compliance / Non-Compliances under Rule 24 of the Public Sector Companies (Corporate
Governance) Rules, 2013, the Statement of Compliance required under Section 46(6) of the Insurance Ordinance,
2000 is being presented as under:

"In compliance with sub-Section (6) of Section 46 of the Insurance Ordinance, 2000, we, the Board of Directors
of M/S. NATIONAL INSURANCE COMPANY LIMITED, bearing insurance registration no. 183 dated 1* January,
2002, through the Chairman Board, Chief Executive Officer and two Directors nominated by the Board of
Directors to sign the financial statements for the year ended December 31, 2018, hereby make out the
statement that:

a) in our opinion the annual statutory accounts of the Company set out in the forms attached to the
statement have been drawn up in accordance with the Insurance Ordinance,2000 and any rules made
thereunder;

b) the insurer has at all times in the year 2018 complied with the following provisions of the Insurance
Ordinance, 2000 and the rules made thereunder relating to:

i.  the provisions of the Ordinance relating to minimum paid-up share capital requirements;
ii. the provisions of the Ordinance relating to minimum solvency requirements;
iii. the provisions of the Ordinance relating to the obtaining of reinsurance arrangements.

c) asatthe date of the statement, the insurer continues to be in compliance with the following provisions
of the Insurance Ordinance, 2000 and the rules made thereunder relating to:

i. the provisions of the Ordinance relating to minimum paid-up share capital requirements;
ii. the provisions of the Ordinance relating to minimum solvency requirements;
iii. the provisions of the Ordinance relating to the obtaining of reinsurance arrangements.”

The abovementioned statement of compliance under Section 46(6) of the Insurance Ordinance, 2000 should not be
read in isolation; rather the statement should be read in conjunction with the "Disclaimer & Indemnity" part given
in this Report.

EXEMPTION FROM THE REQUIREMENT TO PREPARE & FILE CONSOLIDATED STATEMENTS
The financials for the years 2018 & 2019 of NICL's subsidiary, Civic Center Company Limited, has not been audited
and approved, hence the consolidated financial statements of NICL cannot be prepared for the year 2018.
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The reason for non-finalization of accounts of CCCL is due to the absence of the Board of Directors of NICL and Civic
Center Company Limited (CCCL) as directors of CCCL are from the directors of NICL.

Therefore, an application was made by the Company in terms of Section 228(7) of the Companies Act, 2017 read
with Regulation 5 of the Companies (General Provisions and forms) Regulations, 2018, vide letter No.
CS.SEC/Accounts/indemnity/2024 dated July 11 2024, whereby request was made before the Securities and
Exchange Commission of Pakistan for issuance of directions for grant of exemption from the requirements of Section
228 of The Companies Act, 2017 concerning the preparation, audit and submission of the consolidated financial
statements for the years 2018, 2019 & 2020. The Securities and Exchange Commission of Pakistan, vide its letter No.
ID/PRDD/020-RA/2024/3291 dated luly 23, 2024, accorded the requisite exemption from the requirements of
Section 228 of the Companies Act, 2017 for the years 2018, 2019 & 2020.

DISCLAIMER AND INDEMNITY

As mentioned earlier, the present Board of Director of the Company was notified on 8" August 2023 and their first
meeting was held on November 13, 2023. At that time, none of the accounts of NICL after the year 2017 were audited
nor approved. The previous Board had approved and signed the financial statements for the years 2015, 2016 &
2017 on the basis of the indemnity provided by SECP on August 10, 2020.

On the same basis, accordingly, the Insurance Division of SECP was approached vide the Company's letter No.
CS.SEC/Accounts/indemnity/2024 dated July 11, 2024, regarding issuance of indemnity to the Board of NICL for
signing and approving of accounts of NICL for the years 2018 till 2023, which was responded to by SECP vide its letter
No. ID/PRDD/020-RA/2024/3290 dated July 19, 2024. In the light of the said letter from SECP, the Board of Directors
of the Company has considered approving, signing and recommending the accounts for the year 2018 and 2019 for
placement before the shareholders in the 19" and 20" Annual General Meeting to be convened with the permission
of SECP in terms of Section 147 of the Companies Act, 2017.

The present Board of Directors has taken initiative to approve and sign these financial statements merely on the
basis of the indemnity issued by SECP vide its letter No. ID/PRDD/020-RA/2024/3290 dated July 19, 2024, as the
present Board was neither present during the period to which these financial statements relate nor is the Board
aware of the circumstances and compliance status of the Company during that period with respect to the
requirements of the Companies Ordinance, 1984 (now the Companies Act, 2017), the Insurance Ordinance, 2000,
the Public Sector Companies (Corporate Governance) Rules, 2013, and the Code of Corporate Governance for
Insurers, 2016. Likewise, the present Directors have approved and signed this Report along with the financial
statements for the year ended December 31, 2018, and the relevant Statements of Compliance / Non- compliances,
so as to meet the filing requirements as laid down under the law.

Based on the above said indemnity to the Board:

i. the Statements of Compliance / Non-Compliances have been approved, signed, issued and annexed to
these financial statements by the present Board of Directors without assuming any financial and/ or legal
liability and/ or risk of any type or kind whatsoever; and

ii. the approval of the financial statements and / or all statements and notes annexed thereto does not, in any
way, mean or constitute approval of transactions carried out during the period to which these accounts
relate and earlier.

COMPLIANCE WITH SECRETARIAL PRACTICES

Secretarial Compliance Certificate under Clause (xxxiii) of the Code of Corporate Governance for Insurers, 2016 duly
signed by the Company Secretary is being furnished herewith, as part of the annual financial statements for the year
ended December 31, 2018.

HEALTH, SAFETY AND ENVIORNMENT

We strongly believe in maintaining the highest standards in health, safety and environment to ensure the well-being
of the people who work with us as well as of the communities where we operate. The Real Estate Department looks
after the real estate properties and matters ancillary to those properties including health, safety (hygiene) and

[
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security of the buildings and its occupants (including the tenants). However, the nature of the Company's business
is such that it is not detrimental to overall health, safety and environment.

EMPLOYEES RETIREMENT BENEFITS
Detailed disclosure about deferred liabilities and movements in respect of employees’ retirement benefits have been
given in Note 22 to the financial statements for the year ended December 31, 2018.

INTERNAL AUDIT
The Internal Audit Department has been made functional in the year 2020 by hiring a qualified Chartered Accountant
as Chief Internal Auditor with a reporting line to Board Audit Committee. Subsequently, the Internal Audit Manual

has been developed and approved by the Board of Directors. According to the said manual, a risk based Internal
Audit Plan has been developed and implemented. Resultantly, Internal Audit Reports were presented to the Board
Audit Committee. Before the year 2020, the Internal Audit Department was not fully functional. The Internal Audit
Department used to perform pre-audit of all vouchers / transactions to be carried out before any payment was to
be made.

FINANCIAL STATEMENTS
The financial statements, prepared by the management of the Company, fairly present its state of affairs, the results
of its operations, cash flows and changes in equity, as opined by the external auditors in their report thereon.

BOOKS OF ACCOUNTS
The Company has maintained proper books of accaunt, as opined by the external auditors in their report thereon.

ACCOUNTING POLICIES

Appropriate accounting policies have been consistently applied in preparation of financial statements and
accounting estimates are based on reasonable and prudent judgment, as opined by the external auditors in their
report thereon.

INTERNATIONAL ACCOUNTING STANDARDS
International Accounting Standards, as applicable in Pakistan, have been followed in preparation of financial
statements, as opined by the external auditors in their report thereon.

INTERNAL CONTROL SYSTEM

The system of internal control is evolving across the Company, and the present Board is painstakingly getting the
policies developed by professional consultants so that the policies are approved and implemented in line with the
best practices. Moreover, the present Board of Directors is in process of appointing a professionally qualified person
to act as the Chief Internal Auditor. Many other initiatives are being taken to strengthen the internal control system
across the Company.

GOING CONCERN
There is no doubt about the Company's ability to continue as a going concern, and hence, the financial statements
for the year ended December 31, 2018 have been accordingly made.

TAXES AND LEVIES
Information about taxes and levies is given in Note 33 to the financial statements for the year ended December 31,

2018.

STATUTORY PAYMENTS
There are no statutory payments on account of taxes, duties, levies and charges which are outstanding as at 31
December 2018, except those disclosed in the financial statements.
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TRANSACTIONS WITH RELATED PARTIES

Detailed disclosure on transactions with related parties is given in Note 36 to the financial statements for the year
ended December 31, 2018.

COMMUNICATION

Communication with the shareholders is given a high priority. Financial statements / Annual reports are circulated
to the members and are also uploaded onto the website of the Company (www.nicl.com.pk), as and when they are
approved by the Board. Once the outstanding accounts are approved by the Board and adopted by the shareholders
at the respective Annual General Meetings, the Company shall ensure that all half yearly and quarterly reports are
also circulated, as per the requirement of the law, and also placed on Company's website within the time specified
by the Companies Act, 2017. The Company has a website, www.nicl.com.pk, which contains information on
Company's activities and financial reports.

NON-ADJUSTING EVENTS & COMMITMENTS

As per External Auditors, there were no non-adjusting material events which need disclosure in the Financial
Statement for the year ended December 31, 2018. Further, detail disclosure about contingencies & commitments
has been given in Note 23 to the financial statements for the year ended December 31, 2018.

SAFEGUARDING OF RECORDS

The Company emphasizes storage and safe custody of its financial records. The Company is using oracle-based GIS
system for recording its financial information. Access to electronic documentation has been ensured through
implementation of comprehensive password protected authorization matrix. Also, the digitization of records as well
as of files has been achieved to ensure that the records are present in physical as well as in digital form.

WHISTLEBLOWER POLICY
The Company has Whistleblower Policy in place

CODE OF CONDUCT

The Company has prepared a 'Code of Conduct', which has been approved by the Board of Directors. This Code has
been disseminated throughout the Company. The basic philosophy underlying this Code is to conduct business
operations with honesty, integrity and openness, and with respect for human rights and the interests of the
employees. The Company respects the legitimate interest of all those with whom it has a relationship - government,
employees, clients, shareholders and other stakeholders. The Code has been placed on Company’s website.

PRINCIPAL RISKS AND UNCERTAINITIES
Risks associated with the Company and its business have been discussed in Note 39 to the financial statements for
the year ended December 31, 2018.

AUDITCRS

The Auditors, M/s. RSM Avais Hyder Liaquat Noman, Chartered Accountants for the year ended December 31, 2018,
have been given satisfactory rating under the Quality Control Review Program of the Institute of Chartered
Accountants of Pakistan (ICAP). The external auditors have confirmed that their firm is in compliance with the
International Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP. The external
auditors have not been appointed to provide other services except in accordance with the provisions of the
Companies Act, 2017 and the Insurance Ordinance, 2000, and they have confirmed that they have observed IFAC
guidelines in this respect.

The external auditors attended those Audit Committee meetings in which audited / reviewed financial statements
of the Company were considered by the Audit Committee. It may be noted that the financial statements for the
period ended December 31, 2018, were neither audited by the external auditors nor approved by the Board of
Directors during the year 2018 in the relevant year. The auditors have confirmed that they have no issue of
independence, and they have already reported all their concerns in the Board letter. Audit Committee has
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recommended appointment and remuneration of the external auditors for consideration of the Board in the year
2019 for the years 2017, 2018 and 2019.

ACKNOWLEDGEMENT

The present board of directors has been endeavoring to make all out efforts and strengthening the internal control
system of the company and also upgrade the overall working of the company through technological advancements,
digitization of systems, employees’ skill and capacity development and moving forward towards more competitive
approach.

The Board of Directors of the Company are thankful to the management as well as the regulators for the support
and cooperation as without which the Company would not have achieved the finalization of these financial
statements and other initiatives taken by the Board of Directors of the Company.

The Company would also like to thank its shareholders for the confidence they have shown in us. We express our
sincere thanks to our customers, employees, strategic partners, vendors and suppliers.

We also appreciate the continuing support and guidance provided by the Securities and Exchange Commission of
Pakistan during the year.

For and on behalf of the Board.

S

S z afat Raoof Ali Khalid Hamid
irector Chief Executive Officer

Karachi: August 20, 2024
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