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NATIONAL INSURANCE COMPANY LIMITED
DIRECTORS’ REPORT - 2020

ON THE ANNUAL AUDITED ACCOUNTS FOR THE YEAR ENDED DECEMBER 31, 2020

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, 2020. 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 21* Annual
General Meeting of the Company to be held on December 09, 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unquoted public limited company under the repealed Companies Ordinance 1984 (now the Companies Act, 2017)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:

e To provide insurance cover to the Government/Semi Government organizations at economical cost;
e Toreduce 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 provides 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:

Marine Cargo

Marine Hull

Aviation Hull

Bankers Blanket Bond

e  Electronic Equipment

e Workmen Compensation

e  General Public Liability
Cash-in-Safe

e (Cash-in-Transit

Fire and Allied Perils

Property All Risk

Machinery Breakdown

Contractors’ All Risk

Erection All Risk

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.
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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 audits and finalization/approval of pending financial years. The
Board of Directors completed the audit of accounts for the years 2018 and 2019, the same have been adopted by
the shareholders in Annual General Meetings (AGM) held on September 12, 2024 (19th & 20" AGMs) and now
completed the audit of accounts for the year 2020, the same is being adopted by the shareholders in 21** Annual
General Meeting being held on December 09, 2024.

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 April 22, 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 its 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 a Chief Internal Auditor
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 a Compliance Officer from
April 22, 2021, till March 7, 2023.

v. Obtaining 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 another Annual General Meeting was held on September 12, 2024 to adopt financials of years
2018 and 2019 and now 21* Annual General Meeting is being held on December 09, 2024 to adopt
financials of year 2020.

vii. Timely appointment of external auditors.

The external auditors, RSM Avais Hyder Liaquat Nauman, were appointed for the years from 2017 to 2019
on 30" August 2019 and for the years from 2020 till 2023 in 20" Annual General Meeting held on
September 12, 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.

iXx. 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, because of which the Company is able to conclude the audit of accounts for the year under
consideration.
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COMPANY PERFORMANCE REVIEW
Key financial data depicting the business performance of the Company in the year 2020 in comparison with last
year (2019) is presented below (all figures are stated in Rupees in millions):

Despite the challenging environment, the Company performed well in 2020 as we closed the year delivering sound
financial results with a premium growth of 40.47% in business over the preceding year. We continued to follow the
strategy of sustainable growth.

In 2020, the gross premium increased to Rs. 16,595.99 million as compared to Rs. 11,814.41 million in 2019. The
net insurance premium revenue was 26.0% (Rs. 4,314.60 million) of total gross premium underwritten as
compared to the net insurance premium revenue of 33.5% (Rs. 3,952.22 million) in 2019. The net claims ratio for
the year 2020 was at 17.93% as compared to last year’s ratio of 24.64%. The underwriting results reported a profit
of Rs. 2,024.75 miillion in 2020 as against profit of Rs. 1,824.80 million in the year 2019.

The Gross Written Premium and Net Premium for different classes of business for the year 2020 as compared to
previous year, 2019 as below;
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The return-on-investment portfolio has increased to Rs. 3,889.62 million in 2020 as compared to Rs. 3,184.80
million in 2019. This is due to investment income from Pakistan Investment Bonds (PIBs) of Rs. 2,973.30 million.
Rental and other income was Rs. 509.59 million whereas the same amount was Rs. 394.88 million in the preceding
year.

Profit before tax amounted to Rs. 6,344.64 million in the year 2020 recording an increase of 34.22% against the
preceding year’s profit of Rs. 4,727.05 million. Also, the Profit after tax witnessed an increase of 26.09% to Rs.
4,394.19 million as against profits of Rs. 3,485.08 million in the preceding year.

PORTFOLIO ANALYSIS
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Marine, Aviation & Transport

Marine, Aviation & Transport class of business
constituted 17.06% of the total portfolio. During the
year, the Company’s underwritten gross premium is
Rs. 2,831.14 million (2019: Rs. 4,312.57 million). Net
claims to net premium ratio is -21.12% in 2020 as
compared to -249.37% in 2019. As a result, this
portfolio showed underwriting profit of Rs. 1,182.73
million in 2020 as compared to a profit of Rs. 2,873.33
million in 2019.

Motor

Motor class of business constituted 2.65% of the total
portfolio. During the year, the Company’s gross
written premium is Rs. 439.17 million (2019: Rs.
447.70 million). Net claims to net premium ratio
increased to 22.83% in 2020 as compared to 16.35% in
2019. As a result, Motor class reported reduced profit
of Rs. 300.24 million in 2020 as compared to profit of
Rs. 414.98 million in 2019.

Engineering

The Engineering class of business constituted 61.16%
of the total portfolio. During the year, the gross
written premium has increased to Rs. 10,150.74
million (2019: Rs. 4,424.86 million). Net claims to net
premium ratio decreased to 78.68% in 2010 as
compared to 192.87% in 2019. As a result, this
portfolio showed an underwriting loss of Rs. (684.57)
million (2019: loss of Rs. (1,028.34) million).

Miscellaneous

The Miscellaneous class of business constituted 1.90%
of the total portfolio. During the year, the Company
has underwritten a gross premium of Rs. 315.75
million (2019: Rs. 298.02 million). Net claims to net
premium ratio decreased to 29.37% in 2020 as
compared to 103.56% in 2019. As a result, this
portfolio showed an underwriting profit of Rs. 174.15
million (2019: loss of Rs. (39.53) million).
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Investment Income The break-up of investment income is as under:

Investment income of the Company witnessed an Pr— FY-2020  FY-2019
increase of 22.10% mainly due to increase in return on

(Rupees in million)
(PIBs) by 170.03% whereas return on (T-Bills)

Dividend income 189 123

decreased substantially by 60.90%. Return on PIBs 2973 1,101
. 18 s . . Return on T-Bills 746 1,908
Dividend income increased by 53.66%, income on Return on term deposits 3 2

term deposit increased in 2020. As a result, the overall (Loss)/Gain on sale of

income from investments amounted to Rs. 3,889 'Held for trading' investments (25) 51
million in 2020 as against Rs. 3,185 million in 2019. (Net impairment)
(Loss)/Gain on sale of
'Available-for-sale’ investments 0 0
(Net impairment)
Net Investment Income 3,889 3,185
Company’s Assets Assets Breakup
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KEY OPERATIONAL AND FINANCIAL DATA
(Figures in Rs. million)
Description FY-2014 FY-2015 FY-2016 FY-2017 FY-2018 FY-2019 FY-2020
Gross Written Premium 6,401 4,899 5,534 4,939 8,990 11,814 16,596
Net Written Premium 3,264 2,851 2,923 3,709 3,561 3,952 4,315
Net Claims 119 697 498 799 768 974 774
Underwriting Profit 2,398 1,415 1,705 2,271 1,593 1,825 2,095
Investment income 2,266 2,915 3,152 1,620 1,403 3,185 3,889
Profit Before Tax 4,183 3,865 4,411 2,823 4,416 4,727 6,345
Income Tax Expense 888 813 1,256 719 1,555 1,242 1,950
Profit After Tax 3,295 3,052 3,155 2,104 2,861 3,485 4,394
Total Equity 23,185 25,871 28,933 28,327 30,837 35,215 39,836
Total Liability 19,498 18,979 21,625 21,100 21,654 28,390 29,470
Dividend 500 500 500 500 410 500 500
Total Investments 24,734 23,725 31,390 29,653 27,757 38,988 43,660

BOARD OF DIRECTORS
During the year 2020, 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.

As of December 31, 2020, 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.
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Total number of directors during the year 2020 and Board composition was:

NS(; Name Category Date of Appointment End of Term
1 Shafqaat Ahmed Independent Director 31-May-2018 30-May-2021
2 Aasim Azim Siddiqui Independent Director 31-May-2018 30-May-2021
3 Tariq Jamil Independent Director 29-Nov-2019 30-May-2021
. Non-Executive Director

4 Syed Muhammad Tariq Huda (Ex-Officio Director) 31-May-2018 18-May-2020
. Non-Executive Director

5 Dr. Rashid Manzoor (Ex-Officio Director) 31-May-2018 30-May-2021
. i Non-Executive Director

6 Manzoor Ali Shaikh (Ex-Officio Director) 04-Feb-2019 30-May-2021

7 | Syed Rafeo Bashir Shah Acting Cg:ifcs:‘ec“t"’e 01-Jun-2020 31-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 2020, 5 meetings of the Board of Directors and 1 Emergent meeting were held and attended by the
Directors as under:

Directors Meetings Attended
Syed Muhammad Tariq Huda 07
Dr. Rashid Manzoor 26
Shafqaat Ahmed 35
Syed Rafeo Bashir Shah 22
Manzoor Ali Shaikh 28
Aasim Azim Siddiqui 6
Tariq Jamil 35
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BOARD COMMITTEES & ITS MEMBERS

The Board has formed the following committees:

*Note: During the year 2020 Syed Tariqg Huda, BoD member and Acting CEO of NICL was transferred and Syed Rafeo Bashir Shah
was appointed as acting CEO w.e.f. 04-June-2020 & BOD Member w.e.f. 01-June-2020. The Board of Directors in their 111"
Meeting held on 04-06-2020 resolved to replace Syed Tarig Huda with Syed Rafeo Bashir Shah in all the committees in which

Syed Tariq Huda was a member.

AUDIT COMMITTEE
(From December 06, 2019)

NAME CATEGORY
Mr. Shafqaat Ahmed Chairman
Mr. Tariq Jamil Member
Mr. Manzoor Ali Shaikh Member
Dr. Rashid Manzoor Member
General Manager (Internal Audit) Secretary

ETHICS, HUMAN RESOURCE & REMUNERATION

(From December 06, 2019)

(From June 04, 2020)

NAME CATEGORY NAME CATEGORY
Syed Muhammad Tariq Huda Chairman Mr. Tariq Jamil Chairman
Mr. Shafgaat Ahmed Member Mr. Shafgaat Ahmed Member
Dr. Rashid Manzoor Member Dr. Rashid Manzoor Member
Mr. Tariq Jamil Member Mr. Manzoor Ali Shaikh Member
Mr. Manzoor Ali Shaikh Member Syed Rafeo Bashir Shah Member
General Manager (Human Resource) Secretary General Manager (Human Resource) Secretary
INVESTMENT
(From December 06, 2019)
NAME CATEGORY
Mr. Shafgaat Ahmed Chairman
Mr. Tariq Jamil Member
Syed Muhammad Tariq Huda Member
Mr. Manzoor Ali Shaikh Member
Chief Manager (Accounts) Secretary
PROCUREMENT
(From December 06, 2019)
NAME CATEGORY
Mr. Shafqaat Ahmed Chairman
Mr. Tariq Jamil Member
Dr. Rashid Manzoor Member
Chief Executive Officer Member
General Manager (Administration) Secretary
CORPORATE SOCIAL RESPONSIBILITY (CSR)
(From December 06, 2019)
NAME CATEGORY
Mr. Tarig Jamil Chairman
Syed Muhammad Tariq Huda Member
Mr. Shafqaat Ahmed Member
Company Secretary Secretary
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