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PAKISTAN INSURANCE CORPORATION
KARACHI

Report by the Board of Directors for the year

ended 315t December, 1959.
To the Shareholders :

Your Directors are pleased to present the Revenue Accounts, the Profit and
L.oss Account for the year ended 31st December 1959 and the Balance Sheet as on 31st
December, 1959, together with the Report of Auditors thercon.

The following summary of the accounts will be ¢l assistance in appreciating
the substantial progress made during the year:

REVENUE ACCOUNTS :

Iire Marine Misc. Total

(in lakhs of Rupees)

(Gross Premium 127.41 73.24 49.47 250.12
Retrocession 'remium 82.39 47.25 29.89 159.53
Nett Premium 45,02 25.99 19.58 90).59
Nett Claims Incurred 19.48 11.80) 7.15 38,43
Nett Commission 17.21 8.36 7.83 33.40
Expenses of Management 2.84 1.63 1.10 857
Prem, Reserve Adjustment 0.07 1.03 (-) 0.66 (.44
Underwriting Profit 5.42 3.17 4.16 12,75

You are aware that a prflspm tion of the statutory cessions is being retroceded
back to the Companies under a pooling scheme, by way of reciprocity.  Irom Ist
January 1959, the measure of reciprocity to the home companies was increased in order
to assist their growth, To that extent the nett Revenue ol the Corporation has
diminished but the income of the home companies would show Increase correspon-
dingly. The effect of commencing Marine Hull and Aviation Hull business w. e. [.
st December. 1958 has been reflected in the accounts for the year under review. [Ihe
(laim Ratio in Fire Department has increased during the year, and this has effected

the Underwriting Profit adversely. DBut the overall underwriting profit is satisfactory
despite the heavy Fire claims and larger ret rocessions to home companies.

IFire and Miscellaneous premium reserves have been maintained at the last
vear's level of 50%. In the Marine Department, however, the rate has been brought
down from last year’s 70% to 50% to fall in line with the taxation law.  Nonetheless
the Premium Reserve has been augmented by Rs. 044 lakhs.
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iron sheets ete., the brick walls have prevented fire
essentlial to improve the jute storage conditions and replace the present corrugated

iron sheet godowns by pucca godowns,
be limited in order to restrict the amount at risk.

stopped writing jule busincss

respect in the future.

It is very

[rom spreading.

The capeaity of each godown should also
Many insurance companics have

and a serious situation may be reached in this

The loss ratio in the Marine business has remained at a very satisfactory

level except lor the year 1956, when, besides a number of General Averages, we were

involved in two total losses.
The loss ratio for Accident and Miscellaneous business has remained very
favourable for many vears in the past for all sub-classes of business, including Motor
which has been producing unsatisfactory results for many countries in the world.
The experience of all sub-classes particularly the Burglary and Fidelity Guarantee

which had produced some unsatisfactory results in the past, has been highly satis-
The improvement in the Burglary and Fidelity Guarantee experience can

faclory.
be attributed to proper selection and careful underwriting by the local market.
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PAKISTAN INSURANCE CORPORATION

KARACHI

NOTIFICATION

The Seventh Annual General Meeting of the Shareholders of the Pakistan Insu-
rance Corporation will be held at Lloyds Bank Building, McLeod Road, Karachi on
Thursday, the 30th June, 1960 at 10-30 A. M. when the following business will be
transacted, namely:-

(1) Confirmation of the Minutes of the Sixth Annual General Meeting held on

Monday, the 29th June, 1959 and of the Special General Meeting held on
Monday, the 2nd November, 1959.

The Balance Sheet, the Revenue Accounts and the Profit and Loss Account
[or the year ended 3lst December, 1959, together with the Report by
the Board on the working of the Corporation during the year and the
Auditors’ Report on the said Balance Sheet and Accounts will be read
and considered.

The Chairman will announce the dividend declared by the Board
respect of the 1959 Accounts.

By order of the Board

(SAID HASAN)
Managing Director,

The Share Transfer Register of the Corporation will remain closed for 21 days
{rom 11th June, 1960 to Ist July, 1960 both days inclusive.
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PAKISTAN INSURANCE CORPORATION

|
REPORT OF THE AUDITORS TO THE SHAREHOLDERS

Balance Sheet of the Pakistan Insurance

| We have aundited the annexed
Corporation as at 3lst December, 1959, the Fire, Marine and Miscellaneous Business

:;ll-r-.)o Revenue Accounts, the Profit and Loss Account and the Profit and Loss
Appropriation Account of the Corporation for the year ended on that date and report

|

|

| (a) We have obtained all the information and explanations which we
have required.

(b) Such DBalance Sheet is a [ull and fair Balance Sheet and exhibits a
true and correct view of the Corporation’'s state of affairs, according to
the best of our information and explanations given to us and as shown
by the books of the Corporation.

[
FEROZE QAISER RAO N. S. KHAN
For FEROZE SHARIE & CO;, For M. HUSSAIN CHAUDHURY & CO,,
Chartered Accountants, [Rezistered Accountants,
Auditors,

k 59 Registered Accountants,

Auditors.

Karachi, lst June, 1960,

T |
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PAKISTAN INSURANCE CORPORATION
VANAGEMENTS RENIEWY FOR 1959
| The Pakistan Insurance Corporation was set up in 1952 by un Act »

of Parliament with the object of dasisting the development of Insurance in the

country. In fulfilment of the main purpose ol ils creation (he Corporation has
brought re-insurance services, which were onee non-existent. Lo the door steps of the
home insurance campanies.  Adequate fueilitics now exist with the Corporation for
providing reinsurance for all classes of general insurance.  The Corporalion 18
a blend of private and public enterprise and has to its credit the remarkable

achievement of having paid dividends to shiureholders from the first full year ol 118
operations. It has recently declared o dividend of 10°%7 For the year 1939.

A

|
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7. The gross premium income ol the Corporation has recorded an increase ol
472 8 lacs from Rs. 207.32 lacs in 1955 Lo Rs. 250.12 lues in 1959,  The increase
is shared by all the 3 classes of business, especially Marine and Miscellancous. s
partly due to the Marine Hull and Aviation Hull business having been commenced
(rom lst December 1958, partly to normal inerease in the volume of business
and the balance to the expansion ol the voluntary portfolio of fhe Corporation,
which is a very gratilying featurce of our operations.  The table given below gives

| ; ; : . . .
| the premium income for the years 1058 and 1959 separately for cach Department &=
| 958
Compnlsory Voluntary Total
Business Busincss
Rs. As. P, Rs. As. P, Rs. As. P
| Fire . 76.05,392 1L O 44.57.599 & 0 1,20,62,992 3 0
Marine (Cargo) ... 5092378 0 O 3.11.074 0 0 5413970 9 0O
(Hull) 10,518 9 0
Accident & Misc. .. 31,22,558 13 0]
Accident (Avialion |
only) ... 3757 5 0) 0 1,30.782 00 312.57.098 2 O

GRAND TOTAL ... 1,58,34,605 h 0 48,99,455 & U 2.07,34.060 14 0
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19359

Compulsory Voluntary Total
Business Business
Rs, As. P, Rs, Az, P. Rs. As. P.
Fire - 80,49,220 3 0 46,92,013 3 0 1,27,41,239 6 0
Marine (Cargo) 33,77,857 0O ﬂi 5,66,787 0 (]'l 73,23 985 [1 O
(Hull) ... 12,77.451 4 o]  1.01.8%0 7 ol
Accident & Misc. 38,24.482 7 {J. 2,45,145 |2 U'l ;
Accident (Aviation 49.47.799 15 0
only) 2,99 893 13 Uj 3IBATT 1S {]J

GRAND TOTAL ... 1,88,28,910 11 © 01,84,114 5 0 2,50,13,025 0 @

3. The premium for retrocessions amounted to Rs. 1598%lacs,  This was
very high, the main reason being the large measure of reciprocity having been given
against compulsory cessions to the home companies as from st January 1959
and very liberal retrocessions to forcign companies too. In this connection it may
be mentioned that while the home companies ceded a little over 8%, of their lotal
business to the P.I.C. voluntarily (in addition to 30% compulsorily), the foreign
companies ceded only one eight of one percent. The Corporation also had to
make a very large number ol retrocessions under the Hull business.

4. In order to enable the insurance companies to build up tax [ree reserves,
amendments were made Lo the Income-Tax Act under which insurance companies
have been authorised to creale tax [ree reserves lor extraordinary losses subject (o
the condition that the total amount reserved under the Premium Reserve as
well as extraordinary loss does not exceed 100%, of the ncl premium income.
Accordingly, the premium reserve for all the 3 classes has been kept at 50%, and a
sum of Rs. 9 lacs has been reserved lor exceptional losses. In the coming few years
the Corporation hopes Lo raise the reserves for exceptional losses to 50% of its net

premium income, which is the maximum permissible under the law.

5. The Investments ol the Corporation as on 31st December, 1959, amounted
to Rs. 1,04,54,959-14-0 against Rs. 8§9,92,554-8-0 as on 31st December, 1958 and
the income from Investments (less tax) for the year was Rs. 3.65 lacs against
Rs. 2.02 lacs in 1958,

6. The Underwriting Profit for the year 1959 comes to Rs. 12.75 lacs against
Rs. 8.89 lacs in 1958. Bul for the adverse claims experience in the Fire Department
during the year as explained in the later part of this review and the increase in
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reciprocity to home companies under Government directions, the Underwriting

Profit would have been considerably larger. The total profit for the year 1959,
however, is Rs. 15.92 lacs against 10.69 lacs for 1938.

The financial and other reserves for the years 1958 and 1959 stand as under :

FINANCIAL RESERVES

1958 1959
Rs. Rs.

General 7,00,000 9.,00,000
Exceptional LoS&€s — 9,00,000
Taxation 9,44,592 9,21,448
Contingencies 1,25,000 1,25,000
Bad & doubtful debits 25,000 25,000
17,94,592 28,71,448

TECHNICAL RESERVES

Premium 44,86,074 14 0 45,29,755 0 0O
Outstanding Losses 24,23,293 0 0 25,93,870 9 6
69,09,367 14 0O 71,23,625 9 6

7. As a result of the increase in the business activities of the Corporation,
it has established relations with a number of foreign markets and expects Lo streng-

then and expand its foreign business relations further in the near fulure.

8. One of the functions ol the Corporation is to manage National Co-
insurance. National Co-insurance is a combine of 8| home companies to under-
write all the insurance business of Government and semi-Government Organizations.

The Corporation acts as the Secrctaries of the Co-insurance and the business is
distributed amongst the home companies only.

9. The Corporation also embarked actively upon onc of its important func-
tions viz. floatation and promotion ol new insurance companies. The Corporation
floated one insurance company during the year and actively assisted the promo-
tion of two new insurance companies in East Pakistan by participating in their
share capital, granting reinsurance treaties on favourable terms and rendering
advice on technical matters. The company promoted by the Corporation was
handed over to private enterprise as soon as it gol into proper operation.
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10. The Corporation is also pleased to report that it has extended its ope-
rat . rations to aviation insurance w.c.f. December 1, 1958. In spite of severe com-
petition in many forms, the Corporation secured the insurance of the entire fleet
of the P.I.LA.C. aircrafts. The premium income written in this field increased from
Rs. 3,757-5-0 (30% compulsory) in 1958 to Rs. 8,78,171-12-0 in 1959, both compul-
sory and facultative. [t would be very much larger in 1960 and subsequent years.

1. In order to have an idea of the trend of the insurance industry in the
country as a whole, figures of the total premiums written and losses incurred in
Pakistan as compiled from the returns filed in the Corporation by the companies
under compulsory cessions and adjusted as on 31-12-1959 are given below:

Year Premiums Losses incurred Loss Ratio
(Figures in thousands)
FIRE
4 1954 28911 54.63 24.6
| 1955 2,22.88 57,50 25.8
n 1956 2.61,84 52,63 20.1
| 1957 2.73.92 79,71 29.1
1958 s i pa g | TT,32 30.5
| 1959 2,70,00 1,01,52 37.6
| MARINE (Cargo)
- | | 1954 1.40,00 70,70 50.5
: 1955 1:63.2¢ 80,78 49.6
1956 1.93,01 1,64,30 85.2
‘ 1957 1,97.71 |.04.45 52.8
[958 1,69,75 96,79 57.0
| 1959 1.79.27 67,68 J7.8
* (Marine Hull) 1959 42,58 3,32 7.79

| ACCIDENT AND MISCELLANEOUS EXCLUDING AVIATION
1954 64,35 17,18 26,7
1955 71,89 23,15 32.2
| 1956 77,63 32,37 41.7
1957 1,01,81 29,63 29.1
1958 1,04,08 38,86 37.3
1959 1,27,48 42,00 32.9
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The Premiums and loss ratio under important sub-classes of Fire and
Accident business for the years 1958 and 1959 was as follows:-

FIRE
i958 1959
Premium Loss Premium Loss
Ratio Ratio
Rs. As. P. Y Rs. A. P. ol
General . 1,75,42,310 0 0 16.06 1,92,57,110 0 0 14.8
T oA 12,09,660 0 0O 11.29 8§,62.870 0 0O 30.8

Cotton Ginning &
Pressing Factories

Jute Risks

(e

12,07,940 0 0 57.15 12,86,750 0 51.3
53,91,390 0 0 75.84 5593110 0 0 120.8

e —  ETE————

2,53,51,300 0 0O 30.5 2,70,00,140 0 0O 37.6

ACCIDENT & MISCELLANEOUS EXCLUDING AVIATION

Motor 58.74,043 0 0 46.99 67,65,670 0 O 40.65
w. C. 18,78,693 0 0 40.96 27,60,339 0 O 32.53
Burglary 10,24,213 0 0O 4.59 11,11,133 0 O 4.83
Fidelity Guarantee 494,080 0 0O 19.94 494425 0 0O 15.22
P. Accident 4,22,767 0 0 35.78 536,170 0 O 14.10
Enginecering 298,460 0 0O .95 6,14,960 0 0 46.87
Other Misc. 4,16,274 0 0O 8.75 465,576 0 0O 12.86

1,04,08,530 0 O 37.34 1,27,48,273 0 0O 32.95

It will be seen from the above figure that the premium income in Fire and
Marine Departments which was sliowing a steady increase upto the year 1957
decreased in 1958, This was mainly due to reduction in Fire rates and shrin-
kage in ftrade. It has again increused in 1959. Income under the Accident
Department has been increasing steadily and has almost doubled in 1959 as compared
to 1954,

As reagrds the loss ratio in the Fire Department it has gone up from 30,57
for 1958 to 37.6%,. This was mainly due to an increase in the less ratio relating
to jute. It has been observed that storage conditions for jute are not very satis-
factory. Most of the godowns are buill of corrugated iron sheets which cannot
stand a fire which spreads casily from one godown to another adjoining one It
has also been noticed that where godowns are of brick walls and roofs ol corrugated
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PROFIT AND LOSS ACCOUNT

The Profit and Loss Account after accounting for income from other sources
and allowing for outgo on various accounts not allocable to any revenue accounts
discloses a balance of Rs. 15,92,433-15-8 as shown below -

Underwriting Profit Ks. 12,74,912

6 5
Income from Investments & other Sources. Rs. 3,67,579 9 0
Rs. "716,42,491 15 5

Miscellaneous Outgo Rs. 50,057 15 9
Nett Profit Rs. 1592433 15 8
Profit & Loss Balance brought

forward from 1958 IRs, 44,976 2 7
Add Excess Provision for Taxation

Reserve in 1953 now written back. Rs. 2015 0 0
Amount available for disposal - Ks, 16,39,425 2 3
which hds been appropriated as under ;-
General Reserve Rs. 2.,00,000
Reserve for Taxation Rs. 3,50,000
Exceptional Loss Reserve. Rs, 9,00,000 Rs. 14,50,000 0 0O
Balance available for dividend and to Rs. 189,425 2 3

he carried down

BALANCE SHEET :

The Corporation’s linancial and underwriting reserves which are accumulating
satisfactorily are as under :-

Paid-up Capital. Rs. 20,00,000 0 0
I"inancial and other Reserves. Rs. 2871,448 0 0O
Technical Reserves (Prem. Rs. 45,29,755 0 0

(Loss. Rs. 2593870 9 6 Ks. 71,23,625 9 6
Total Reserves and Capital I®s. 11995073 9 6

The Investments of the Corporation as at the end of the year stand at
Rs. 104,54,959-14-0.

The Corporation also embarked more actively upon one of its important funct-
ions, viz: promotion and floatation of new insurance companies. One insurance
company was floated and promoted by the Corporation, while two other new
insurance companies with Registered Offices in Last Pakistan received active assistance
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ment, took over charge of the Corporation as whole-{ime Managing Direcior

and large capital participation by the Corporation. The company promoted by the
Corporation is now being run by privale enterprise.

The training scheme continued (o provide instruction in various subjects
according to the syllabus of the Chartered Insurance Institute, London.

The Corporation continued to act as Secretaries for the National Co-insurance

Scheme, which is intended to assist the home companies in the matter of procuring
(overnment and Semi-Governmen|! business.

is distributed amongst the home com panies

All the business received by the Scheme

The Directors have been pleased to declare

a dividend of 109, which is the

maximum permissible under the Act, and a bonus of two months' pay or proportionate
part thereof to the management and the staff,

The Directors wish to express their thanks to. the management and the staff
lor their tireless efforts in building up the Corporation and wish to record their
appreciation of the assistance the Corporation received during the vear from
the Ministries of Commerce and l['inance, Government of Palﬁstan, the Insurance

Association of Pakistan, all insurers and overseas conneclions.

You are aware that Mr, Said Hasan, who has held top posts in the Govern-

N June
1959, He brings with him a treasure of knowledge and experience, and it is hoped,

under his able guidance, the Corporation will make further rapid progress,

IK. B, ABDUL HYE CHOUDHURI

Chairman
KHAWA JA BASIIIR BAKHSH \
M. U. AIIMAD
ABDUL HAMID
FAKHRUDDIN VALIBHAI ) Directors

AHMED DAWOOD
M. SHABBIR AHMAD
SYED WA 1 ALL SHAH )

SAID HASAN Managing Direcior
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