Vision

To be an organization known for
Integrity & ethical behaviour &
fully dedicated to our clients,
business partners, shareholders &
employees, providing exceptional
guality service & committed

to achieve excellence in all areas

of its operations.



To become a company of choice to
our valued clients, stakeholders
& employees.

To maximize growth & profitability
of the company & provide excellent financial
returns to its valued shareholders.

The company culture should be known for
its integrity & ethical behaviour,

The company to be known as one of the best
insurance companies of the country.

Mission
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Notice of Meeting

NOTICE IS HEREBY GIVEN that the 18th Annual
General Meeting of CENTURY INSURANCE COMPANY
LIMITED will be held on Tuesday 27" April 2004 at
3:00 p.m. at Avari Towers Hotel, Fatima Jinnah Road,
Karachi to transact the following business:

Ordinary Business

1. To receive, consider and adopt the audited financial
statements of the Company for the year ended 31
December 2003 and the Directors’ and Auditors’ reports
thereon.

2. To declare a final dividend by way of issue of fully paid
bonus shares @ 15% i.e. in the proportion of three shares
for every twenty shares held by the members as
recommended by the Board of Directors. This is in
addition to the 10% interim cash dividend already paid.

3.To appoint Auditors and fix their remuneration.

Special Business

4. To consider, subject to declaration of the final dividend
as above, to capitalize a sum of Rs. 16, 362, 270 by way
of issue of 1,636,227 fully paid bonus shares of Rs. 10
each and if thought fit to pass an ordinary resolution in
the matter.

A statement under section 160 of the Companies
Ordinance, 1984 in the above matter including draft of

the ordinary resolution to be passed pertaining to item
No. 4 is annexed.

By Order of the Board

RAMZAN ALI HALANI
Director & Company Secretary

Karachi: 26 March, 2004
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Notes

1. The share transfer books of the Company will remain
closed from 19 April 2004 to 28 April 2004, both days
inclusive. Transfers received in order at the registered
office of the Company situated at Lakson Square, Building
No. 2, Sarwar Shaheed Road, Karachi, upto 18 April 2004
will be considered in time for entitlement of the bonus
shares.

2. A member, who has deposited his/her shares into Central
Depository Company of Pakistan Limited, must bring
his/her participant’s ID number and CDC account/sub-
account number alongwith original National Identity
Card or original Passport at the time of attending the
meeting.

3. A member of the Company entitled to attend and vote
may appoint another member as his/her proxy to attend,
speak and vote instead of him/her.

4. Form of Proxy, in order to be effective, must be received
at the registered office of the Company not later than
48 hours before the time of the meeting.

5. Members are requested to notify the Company promptly
of any change in their addresses.

6. Form of Proxy is enclosed herewith.

Statement under section 160
of the Companies Ordinance, 1984

The Board of Directors has recommended to the members of the Company to declare final dividend by way of issue of
fully paid bonus shares @ 15% for the year ended 31 December 2003 and thereby capitalize a sum of Rs. 16,362,270
which has been transferred to ‘reserve for issue of bonus shares.” Subject to approval of the Board of Directors’
recommendation as above, the resolution as under will be considered to be passed by the members as an ordinary
resolution.

‘RESOLVED THAT:

i) asum of Rs. 16,362,270 out of the ‘reserve for issue of bonus shares’ be capitalized and applied in making payment
in full of 1,636,227 ordinary shares of Rs. 10/- each and that the said shares be allotted as fully paid up bonus shares
to those members of the Company whose names appear in the register of members on 19 April 2004 @ 15% i.e. in the
proportion of three shares for every twenty existing shares held by the members and that such new shares shall rank pari
passu in all respects with the existing ordinary shares of the Company;

i) in the event of any member holding less than 20 shares or a number of shares which is not an exact multiple of 20,
the fractional entitlements of shares of such members shall be consolidated into whole new shares and the Directors of
the Company be and are hereby authorized to arrange sale of the shares constituted thereby in such manner as they may
think fit and pay the proceeds of the sale to such of the members according to their entitlement;

i) for the purpose of giving effect to the above, the Directors be and are hereby authorized to take all necessary steps
in the matter and to settle any question or difficulties that may arise in regard to the distribution of the said new
shares as they think fit.”

The Directors are interested in this business to the extent of their entittement of bonus shares as shareholders.

Century Insurance Company Limited Annual Report 2003 9



Directors’ Report

It gives me great pleasure to present, on behalf of the
Board, Annual Report of the Company together with the
Audited Accounts for the year ended December 31 , 2003.

General Review

We are most grateful to “Almighty Allah” for the steady
and sustainable growth your Company is making. In the
year 2003 your Company has achieved a growth of 79%
in Gross Premium over last year’'s growth of 88%. Infact
over the last four years period Company’s Gross Premium
income achieved a cumulative growth of 550%. For this
enormous growth we offer our sincere thanks and gratitude
to all our valued clients because without their support we
could not have achieved it. This steady progress in the
business reflects confidence and trust reposed in the
Company by our valued policy holders. It is also a proof
of dedication and commitment by the management in
achieving the Company’s cherished goals.

“Alhamd-o-lillah”, in a short span of time Century
Insurance has come to be known as one of the premium
general insurance Companies of the Country. The client
base of the Company is steadily expanding with prestigious
names in local and multinational corporations including
local and foreign banks. The Company’s financial strength
backed by solid treaty arrangements and high capacities
enable it to underwrite larger risk and accept substantial
facultative business from other insurance companies.

Moving on to the path of progress, Company is determined
to increase its branch network so as to penetrate the local
markets and seek new business opportunities, thereby
maximizing the market share and profitability, as well as
facilitate our valued clients in this respective locations. To
achieve its goals and maintain growth momentum the
Company is continuously strengthening its infrastructure.

Operating Results

In the year 2003 the Gross Premium at Rs.372 min and
net premium of Rs.213 min were higher by 79% and 109%
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respectively, compared to last year. Whereas Company’s
premium income recorded a substantial increase, the bottom
line i.e. profit after tax at Rs.22mlin declined by 42%
compared to last year which is primarily due to motor
business. Otherwise ‘Alhamd-o-lillah” all other business
segments were significantly profitable. Compared to last
year, the underwriting profits of Fire business were higher
by 133% Marine by 39% and Miscellaneous by 106%.
However, the underwriting loss of Rs.27min in motor
business has adversely affected the profitability of the
Company. Although the claim ratio in motor business is
inherently higher, it is the incidents of theft and snatching
which are mainly responsible for the serious negative
impact on motor profitability. Unfortunately the insurance
industry has been unable to increase motor premium rates
in line with rising risks and claims. But there is also a
positive side to it - the robust cash flow from motor
business helps the insurance companies to generate
substantial investment income which compensate motor
losses.

You will be pleased to know that for the year 2004 your
Company has planned an aggressive marketing strategy
which is to concentrate mostly on Fire, Marine and
Miscellaneous businesses and avoid those motor businesses
which are considered risky. Beside, some stringent measures
have also been taken to minimize motor claims and to
improve motor business profitability. Premium rates and
other terms have being revised upward. Whereas antitheft
devices are being fitted on all vehicles to prevent theft, it
is now mandatory that those high value vehicles which
are susceptible to theft must be fitted with trakker units
for which, as an incentive to the insured, discounts are
being offered in premium rates. It may also be mentioned
here that about 90% of the vehicles stolen are brand new
therefore incident of theft of our old models i.e. 2003
and prior years will substantially reduce in future and this
should have a positive impact on the profitability of the
Company in the year 2004 and onwards.

Directors’ Report

The increase in Management Expenses directly relates to
the strengthening of infrastructure of the Company, to
meet challenges of the high growth, as well as increases
in salaries and benefits to employees. The income from
the investment activities at Rs.26mln recorded an increase
of 24% over last year. This is mainly due to substantial
generation of the cash flows from motor business and
current boom in the stock market. The growth in the
business also had positive impact on the Balance Sheet of
the company which has significantly increased by 44%
over last year i.e. from Rs.287mln to Rs.412mln. This
will have a positive effect from marketing point of view,
with the clients, banks, foreign reinsurance companies and
above all with credit rating agencies.

450 r

400 f

350 f

300 |

250

TOTAL ASSETS 200 1
150

100

50

0

‘99 ‘00 ‘01 ‘02 ‘03

“Alhamd-o-lillah” all classes of businesses, except motor,
maintained significant profitability. Segment wise
performance of each class is given below:

Fire Business

The Gross Premium at Rs 54miIn and Net Premium at Rs.
22 min both recorded a growth of 8 % and 13% respectively.
However the net claims at Rs 4min were lower by 33 %
compared to last year as a result underwriting profit of
Rs.17 min were higher by 133% over preceding year.

Marine Business

Gross premium and Net Premium during the year were

Rs.26 min and Rs.24 min compared to Rs.23 min and

Rs.17 min respectively last year. Although the net claims
at Rs. 3.9 min were higher compared to previous year, the
underwriting profit went up from Rs. 12.5 min to Rs.17min

- an increase of 38%.

Motor Business

The Gross Premium at Rs.265 mIn and Net Premium of
Rs.156 min were both higher by 157% and 177% respectively.

Despite this robust increase in the premium income there
was a loss of Rs.27 min due to unprecedented increase in
the claim ratio which was mainly due to theft and snatching
which apparently has assumed the proportion of a business.
The theft and snatching accounts for 50 % of the motor
losses. We have taken certain measures, as explained earlier
to minimize these losses. As a result motor business is
expected to have positive impact on profitability of the
Company in future.

Miscellaneous Business

The Gross and Net premium during the year were Rs.27
min and Rs.13 min respectively as against Rs.27 min and
Rs 10 min respectively during the last year. The Company
achieved an underwriting profit of Rs. 8min as against Rs.4
min last year — an increase of 106% compared to last year.

Investment Activities

Due to limited scope of investments available to insurance
industry and lower returns on investments owing to high
liquidity prevelant, your Company has been investing mostly
in the equities to capitalize on the boom in the stock market.
As a prudent policy, investments were made in high credit
rated debt instruments (TFC) and shares of blue chip
companies to build up our investment portfolio.
Average yield on the investment was 10.13% during the
year which shows that the Company’s funds have been well
managed in the prevailing depressed investment
environments.

Rs. in Millions
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Reinsurance Treaties

It is a matter of great satisfaction that, as last year, your
Company’s reinsurance treaties with the world renowned
Reinsurers, have been renewed for the year 2004 without
any difficulty. This shows Reinsurers level of confidence in
the sound underwriting policies of your Company. Century’s

net retention levels particularly in the main classes
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Directors’ Report

namely Fire & Marine are amongst the highest in the
contemporary market. Due to Century’s high capacities,
we are in a position to underwrite larger risks and are also
accepting substantial facultative business from other insurance
companies.

Insurer Financial Strength Rating (IFSR)

You will be pleased to know that M/s. JCR-VIS Credit
Rating Company Limited has reaffirmed the Insurer Financial
Strength Rating of A (Single A). “An ‘A’ rating signifies
high capacity to meet policyholder and contract obligations.
The outlook on this rating is stable.” The reaffirmation of
“A” stable outlook shows that the Company’s financial
strength is consistent and continuously growing.

Web Site

During the year the Company has deployed its website:
http://mww.cicl.com.pk

Appropriation

Century Insurance attaches great importance to providing
attractive returns in investments to our valued shareholders;
that is why it has a highly impressive history of dividends
payout. The Company has distributed 85% of its profit to
its share holders which amounts to over Rs.145 million in
the last ten years.

For the current year your directors proposed appropriation
of the profits as follows:
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Rupees
Net profit for the year 29,911,491
Less: Taxation 7,659,269
22,252,222
Unappropriated profit brought forward 93,352
Profit available for appropriation 22,345,574

Appropriations:

(i) Interim cash dividend @10% already paid (9,090,152)

(ii) Stock dividend of 15% (16,362,270)
(iii) Transfer from general reserve 12,900,000
(iv) Transfer to general reserve (9,500,000)
Un-appropriated profit carried forward 293,152

Paid-up Capital and Reserves

The Company’s Authorized Capital has increased by
Rs.100 million and Paid-up Capital increased by Rs.18 min
to Rs.109 min by virtue of issuing bonus shares. Your
Company is growing rapidly and requires strong capital
base and financial reserves. The strong financial position
would have a positive impact on underwriting the larger
risks, competitiveness and achieving desired objectives.

Following capitalization through bonus and right shares
and allocation of profit to the General Reserve, the overall
position of the shareholders’ equity and reserves are as
follows:

SHAREHOLDERS’ EQUITY

Directors’ Report

No. of

Rupees
shares P

a) Paid-up captial:

(i) Initial capital 500,000 5,000,000

(i) Issue of bonus shares 9,628,182 96,281,820

(iii) Issue of right shares 780,000 7,800,000
10,908,182 109,081,820

b) Reserves
(i) Financial Reserves

General reserves 32,400,000
Reserve for bonus shares 16,362,270
Un-appropriated profit carried forward 293,152
49,055,422

(i) Technical Reserves
Unearned Premium reserves 153,342,140
Reserve for outstanding claims 69,039,635
Commission Income Unearned 15,172,034
237,553,809
Grand total (a+b) 395,691,051

Future Outlook

There has been a significant improvement in the
macroeconomic environment of Pakistan. The Government’s
economic strategy is focused on restoring economic stability
and sustaining it to infuse confidence in the investors. The
policies are geared to lower inflation to build up foreign
exchange reserves, reduce domestic and external debts, and
improve the balance of payment. All these factors and
expected good relation with the neighbours augurs well
for building confidence in the business community of the
Country and abroad and consequently spur economic
growth.

Since general insurance industry is directly linked with the
economic growth of a Country, it will also benefit in future
in augmenting of premium income.

The strategic business objective of the Company is to be
one of the top performer in the insurance industry. The
strategy to achieve the above objective is through aggressive
marketing policy by appointing result oriented marketing
staff, reputable business producers, increasing branch
network, retain and maximize the existing business, provide
unparalleled quality service, improve financial strength of
the Company by increasing paid-up capital and reserves,
continuously upgrade its infrastructure to meet

growth challenges, building image of the Company in
market place and obtaining higher Credit Rating.

Auditors

The auditors M/s. Ford Rhodes Sidat Hyder & Co.,
Chartered Accountants, retire at the conclusion of the
Annual General Meeting. Being eligible they have offered
themselves for re-appointment. The Board on the
recommendation of the Audit Committee has proposed
their re-appointment.

Compliance with the Code of Corporate
Governance

The requirements of the Code of Corporate Governance
set out by regulatory authorities, relevant for the year ended
December 31, 2003 have been duly complied with. A
statement to this effect is annexed with the report along
with auditors review report on the said compliance.

Underwriting Committees

With the Compliance of Code of Corporate of Governance,
the Board has constituted following committees:

1. Underwriting Committee

- Tasleemuddin. A. Batlay (Chairman)
- Mir Nadir Ali

- Afzal-ur-Rahman

- Nawaid Jamal

2. Claim Settlement Committee
- Amin Mohammed Lakhani (Chairman)
- Mir Nadir Ali

- Afzal-ur-Rahman
- Nawaid Jamal

Century Insurance Company Limited Annual Report 2003 13



Directors’ Report

3. Reinsurance Committee & Co-lnsurance
Committee

- Zulfigar Ali Lakhani (Chairman)
- Mir Nadir Ali

- Afzal-ur-Rahman

- Nawaid Jamal

- S.A.Wahid

The Underwriting Committee is formed to assess various

insurance associated risks and review the premium policies

of the Company in respect of business portfolio and market
development. Claim Settlement Committee oversees the

claim position and ensures the adequacy of claim reserves.

The Reinsurance and Co-Insurance Committee ensures
that adequate arrangements are made with reinsurers and
co-insurers.

Board of Directors Meetings

Since the last Report, there has been no change in the
composition of the Board.

During the year, five board meetings were held and the

number of meetings attended by each director is given

hereunder:- No. of Meetings
Attended

Name of Directors

Mr. Igbalali Lakhani

(Chairman & Chief Executive) 3
Mr. Zulfigar Ali Lakhani 2
Mr. Amin Mohammed Lakhani 5
Mr. Tasleemuddin Ahmed Batlay 3
Mr. Arif Habib 4
Mr. A. Aziz Ebrahim 5
Mr. Ramzan Ali Halani 5
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Statement of Ethics and Business Practices

The Board has adopted the statement of Ethics and Business
Practices. All employees have been informed of this statement
which they have signed and understand that they are required

to observe these rules of conduct in relation to business

and regulations.

Statement of Compliance with the Best
Practices on Transfer Pricing

The Board has approved the annexed statement of
compliance with best practices on transfer pricing.

Corporate and Financial Reporting
Frame Work

n The financial statements together with the notes thereon
have been drawn up by the management in conformity
with the Insurance Ordinance, 2000 and Companies
Ordinance, 1984. These Statements present fairly the
Company’s state of affairs, the results of its operations,
cash flow and changes in equity.

n Proper books of accounts have been maintained by the
Company.

n  Appropriate accounting policies have been consistently
applied in the preparation of financial statements and
accounting estimates are based on reasonable and prudent
judgment.

n The International Accounting Standards, as applicable
in Pakistan, have been followed in the preparation of
financial statements.

n The system of internal controls is sound in design and
has been effectively implemented and monitored.

n There are no doubts upon the Company’s ability to
continue as a going concern.

Directors’ Report

n There has been no departure from the best practices of
Corporate Governance, as detailed in the listing
regulations.

n The key operating and financial data for the last ten years
is annexed.

n The value of investments in respect of retirement benefit
funds based on their audited accounts as on December
31, 2003 were the following:

Provident Fund Rs. 2.214 min
Gratuity Fund Rs. 1.414 min

Pattern of Shareholdings

The pattern of shareholdings is annexed with the report.
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Statement of Ethics and Business Practices

Relationship with Employees

Century Insurance Company Limited (CICL) takes pride
in the strong personal commitment of our people towards
the progress and success of the Company. CICL'’s policy
is to treat individuals in all aspects of employment solely
on the basis of merit irrespective of race, religion, colors,
age, gender, and a marital status. CICL believes in individual
respect and their rights.

The Company is committed to the growth of its employees.
This is achieved through a building a culture of mutual
TRUST, process of LEARING & MOTIVATION.

CICL’s vision is based on inspiring and developing individuals
as their success depends on their ability to make meaningful
contribution to the progress of the Company.

Relationship with Company

We strive to adhere to the Company’s guidelines and
objectives and to give our best efforts to improve its
performance. We recognize the trust and confidence placed
in us and acts with integrity and honesty in all situations to
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preserve that trust and confidence. Thus we avoid conflicts
of interest and other situations that are potentially harmful
in the progress of the Company.

Uses Company’s assets, facilities or services only for lawful,
proper and authorized purposes. We intend to make best
use of Company’s equipment, system and technological
methods in order to have fast and reliable communication
and strong MIS system in accordance with Company’s
guidelines.

Relationship with Business Community

Each of us in CICL is responsible for how we are perceived
by our clients and other business partners; it is essential that
we maintain our reputation for honesty and fair dealing
with these people and organizations.

Itis CICL'’s policy to respect the trade secrets and proprietary
information of others. This is particularly pertinent if one

has knowledge of trade secrets and proprietary information
of a former employer. If any question should arise in this
area, one should consult unit’s legal counsel.

Relationship with Clients

CICL'’s reputation has been built upon the trust and quality
services we are providing. Our commitment to excellence
in quality of service and building strong client relationship
is essential to the continued growth and success of the
Company. Also, vital for the success is to meet the challenges
of the highly competitive market with our expertise,
innovative and creative marketing. CICL’'s motto: “The
Clients Satisfaction is Managements Top Priority.”

Relationship with Government and the
Law

CICL supports the free enterprise and a competitive market
system. The Company’s policy is to comply fully with all
applicable laws irrespective to the extent to which they are
enforced. The Company co-operates fully with all
governmental and regulatory bodies and is committed to
a high standard of corporate governance. Penalties for non-

compliance can be severe and can involve criminal offences.

Statement of Ethics and Business Practices

CICL’s financial polices for conducting business entrust
transparency, integrity and following principles of accounting
and finance as approved by regulations and applicable
accounting codes. Any unsupportive or false entry,
infringement of accounts for individual or company gain
is strongly incoherent with our business codes and ethics.

Relationship with Society

CICL strives to operate as a responsible corporate citizen
within both the local and global communities.

CICL is an equal opportunity employer for all levels of

employees and respects issues such as color, race, gender,

age, ethnicity or religious beliefs.

CICL provides safe and healthy workplace protecting human
health environment.

CICL pays its employees a remuneration that enables them
to meet at least their basic needs and provides employees
the opportunity to improve their skills and capabilities.

CICL respects employee’s freedom of association.
CICL works with the governments and communities in

which we do business to improve the educational, cultural,
economic and social well being in those communities.

Relationship with the Environment

Protecting the world in which we live is a vital concern and
a continuing commitment. CICL is dedicated to contribute

to the overall quality of life; we recognize and constantly
reaffirm the value of a healthy and clean environment.

Relationship with the Shareholder

CICL strive to serve the best interest of its shareholders -
to provide consistent growth and a fair rate of return on
their investment, to maintain our position and reputation
as one of the leading insurance company, to protect share
holder investments and to provide full and timely information.
By conducting our business in accordance with the principles
of fairness, decency and integrity set forth here, we help to
build shareholder value.

Responsibility for Compliance

In accepting employment with the company, each of us
becomes accountable for compliance with these standards
of conduct, with all laws and regulations. Managers are
responsible for communicating these standards to employees,
for ensuring that they understand and abide by them, and
for creating a climate where employees can discuss ethical
and legal issues freely.

Century Insurance Company Limited Annual Report 2003 17



Statement of Compliance with
the Code of Corporate Governance

This statement is being presented to comply with the Code
of Corporate Governance contained in the Regulation No.
37 (chapter XI) of listing regulations of Karachi Stock
Exchange, clause 40 (chapter XIlI) of listing regulations
of Lahore Stock Exchange and SRO 68 dated January 21,
2003 issued by Securities and Exchange Commission of
Pakistan for the purpose of establishing a framework of
good governance, whereby a listed insurance company is
managed in compliance with the best practices of corporate
governance.

The company has applied the principles contained in the
code in the following manner:

1. The company encourages representation of independent
non-executive directors on its board of directors. At
present the board includes six (6) independent non-
executive directors. We shall also encourage minority
representation on the board.

2. The directors have confirmed that none of them is serving
as a director in more than ten listed companies, including
this company.

3. All the resident directors of the company are registered
as taxpayers and none of them has defaulted in payment
of any loan to banking company, a DFI or an NBFI or,
being a member of a stock exchange, has been declared
as a defaulter by that stock exchange.

4. No casual vacancy occurred in the board during the year
ended December 31, 2003.

5. The company has prepared a ‘Statement of Ethics and
Business Practices’, which has been signed by all the
directors and employees of the company.

6. The board has developed a vision / mission statement,
overall corporate strategy and significant policies of the
company. A complete record of particulars of significant
policies along with the dates on which they were approved
or amended has been maintained.

7. All the powers of the board have been duly exercised
and decisions on material transactions have been taken
by the board. There were no appointments of the CEO
and other executive directors during the year ended
December 31, 2003.

18 Century Insurance Company Limited Annual Report 2003

8. The meetings of the board were presided over by the
Chairman and the board met at least once in every
quarter. Written notices of the board meetings, along
with agenda and working papers, were circulated at least
seven (7) days before the meetings. The minutes of the
meeting were appropriately recorded and circulated.

9. The board has established a system of sound internal
control, which is effectively implemented at all levels
within the company. The company include all the necessary
aspects of internal control given in the code.

10. Orientation course material was circulated to the board
which has been taken as read and understood.

11.

i) A Chief Financial Officer (CFO) was appointed on July
25, 2003. The board duly approved the appointment,
remuneration and terms and conditions of employment,
as determined by the CEO.

i) No new company Secretary was appointed during the
year.

iii) Three heads of internal audit were appointed during the
year, one of whom was transferred temporarily from the
finance department as a stop-gap measure to ensure
continuity of the internal audit function. However, the
said person also continued to perform his functions in
the finance department, which was an unavoidable
temporary departure from the code.

All appointments including the remuneration and terms
and conditions of employment were duly approved as
determined by the CEO.

12. The directors’ report for this year has been prepared in
compliance with the requirements of the code and fully
describes the salient matters required to be disclosed.

13. The financial statements of the company were duly
endorsed by CEO and CFO before approval of the board.

14. The directors, CEO and executives do not hold any
interest in the shares of the company other than that
disclosed in the pattern of shareholding.

15. The company has complied with all the corporate and
financial reporting requirements of the code.

Statement of Compliance with
the Code of Corporate Governance

16. The board has formed under writing / claim settlement /
reinsurance and co-insurance committee(s).

17. The board has formed an audit committee. It comprises
of three members, all of whom are non-executive directors
including the chairman of the committee.

18 The meetings of the audit committee were held at least
once every quarter prior to approval of interim and final
results of the company and as required by the code. The
terms of reference of the committee have been formed
and advised to the committee for compliance.

19. The board has set-up an effective internal audit function
which constitutes suitably qualified persons. Please refer
paragraph 11(iii) above.

20. The statutory auditors of the company have confirmed
that they have been given a satisfactory rating under the
quality control review programme of the Institute of
Chartered Accountants of Pakistan, that they or any of
the partners of the firm, their spouses and minor children
do not hold shares of the company and that the firm and
all its partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code
of ethics as adopted by Institute of Chartered Accountants
of Pakistan.

21. The statutory auditors or the persons associated with
them have not been appointed to provide other services
except in accordance with the listing regulations and the
auditors have confirmed that they have observed IFAC
guidelines in this regards.

22.No actuary has been appointed by the company.

23. We confirmed that all other material principles contained
in the code have been complied with.

Tasleemuddin A. Batlay Zulfigar Ali Lakhani
Director Director

Karachi: March 22, 2004
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Chartered Accountants Beaumont Road Fax 1 (92-21) 568 1965
P.O. Box 15541 E-mail : frsh.khi@pk.ey.com
Karachi 75530 Offices at : Lahore & Islamabad
Pakistan

Auditors’ Review on Statement of Compliance with the
Code of Corporate Governance

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate Governance
prepared by the Board of Directors of Century Insurance Company Limited to comply with the Listing Regulation No. 37

(Chapter XI) of the Karachi Stock Exchange, Clause 40 (Chapter XIII) of the Listing Regulation of the Lahore Stock Exchange

where the Company is listed and SRO 68 dated January 21, 2003 issued by Securities and Exchange Commission of Pakistan.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the Company.
Our responsibility is to review, to the extent where such compliance can be objectively verified, whether the Statement of
Compliance reflects the status of the Company’s compliance with the provisions of the Code of Corporate Governance and
report if it does not. A review is limited primarily to inquiries of the Company personnel and review of various documents

prepared by the Company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the accounting and internal control
systems sufficient to plan the audit and develop an effective audit approach. We have not carried out any special review of
the internal control system to enable us to express an opinion as to whether the Board'’s statement on internal control covers

all controls and the effectiveness of such internal controls.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance does
not appropriately reflect the Company’s compliance, in all material respects, with the best practices contained in the Code
of Corporate Governance issued for listed companies in the Listing Regulation No. 37 (Chapter Xl) of the Karachi Stock
Exchange and Clause 40 (Chapter XIII) of the Listing Regulation of the Lahore Stock Exchange where the Company is listed
and the Code of Corporate Governance issued for insurance companies vide SRO 68 dated January 21, 2003 (effective from

March 1, 2003) for the year ended December 31, 2003.

Karachi: March 22, 2004 Ford Rhodes Sidat Hyder & Co.
Chartered Accountants

A Member of Ernst & Young International
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Statement of Compliance with the
Best Practices on Transfer Pricing

The company has fully complied with the Best Practices on Transfer Pricing as contained in the Listing Regulations No.
38 of Karachi Stock Exchange and chapter XIV of Lahore Stock Exchange.

Tasleemuddin A. Batlay Zulfigar Ali Lakhani
Director Director

Karachi: March 22, 2004
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Chartered Accountants Beaumont Road Fax 1 (92-21) 568 1965
P.O. Box 15541 E-mail . frsh.khi@pk.ey.com
Karachi 75530 Offices at : Lahore & Islamabad
Pakistan

Auditors’ Report to the Members

We have audited the annexed financial statements comprising of:

0] balance sheet;

(i) profit and loss account;

(ii) statement of changes in equity;
(iv) statement of cash flows;

V) statement of premiums;

(Vi) statement of claims;

(vii) statement of expenses; and
(viii) statement of investment income;

of Century Insurance Company Limited as at December 31, 2003 together with the notes forming part thereof, for the
year then ended.

It is the responsibility of the company’s Board of Directors 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 Auditing Standards 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 estimates 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,;

(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, 2003 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 given 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.

Karachi: March 22, 2004 )
Ford Rhodes Sidat Hyder & Co.

Chartered Accountants

A Member of Ernst & Young International
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Balance Sheet

Share capital and reserves
Share capital

Authorised

Paid-up
Reserves

Retained earnings

General reserve
Reserve for issue of bonus shares

TOTAL EQUITY

Underwriting provisions
Provision for outstanding claims (including IBNR)
Provision for unearned premium
Commission income unearned
Total underwriting provisions

Deferred liabilities
Staff retirement benefits

Creditors and accruals
Amounts due to other insurers / reinsurers
Accrued expenses

Taxation - provision less payments
Other creditors and accruals

Unclaimed dividends
TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES
COMMITMENTS

The annexed notes form an integral part of these financial statements.

Note

10

STATEMENT UNDER SECTION 241(2) OF THE COMPANIES ORDINANCE, 1984.

2003
Rupees

200,000,000

109,081,820

293,152
32,400,000
16,362,270

2002
Rupees

100,000,000

90,901,520

49,055,422

158,137,242

93,352
35,800,000
18,180,300

69,039,635
153,342,140
15,172,034

54,073,652

144,975,172

237,553,809

414,000

25,458,482
81,078,697
9,956,051

8,843,874
852,866

6,028,766

116,493,230

1,402,000

15,725,506

359,981

254,053,296

412,190,538

11,260,001
1,118,274
6,114,472
5,670,397

24,163,144

259,585

142,317,959

287,293,131

The Chief Executive of the company being presently out of the country, the financial statements have been signed by three directors and the principal officer.
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as at December 31, 2003

Cash and bank deposits
Cash and other equivalent
Current and other accounts
Deposits maturing within 12 month

Investments
Deferred taxation
Other assets

Premiums due but unpaid
Amounts due from other insurers /

S

reinsurers

Reinsurance recoveries due but unpaid

Salvage recoveries accrued
Accrued investment income

Reinsurance recoveries against outstanding claims

Deferred commission expense
Taxation - payments less provision

Prepayments - prepaid reinsurance premium ceded

- others

Advance for subscription of term finance certificates

Sundry receivables

Fixed assets

Tangible
Office improvement
Furniture and fixtures
Office equipment
Motor vehicles

Intangible

Capital work-in-progress

TOTAL ASSETS

Zulfigar Ali Lakhani
Director

Tasleemuddin A.
Director

2003

Note Rupees

11

934,738
20,653,137
38,825,075

60,412,950
12 133,279,716

13 299,216

14 66,154,621
14 12,597,495
14 12,022
4,190,000
2,854,431
14 13,217,453
17,183,664
22,423,867
57,482,165

318,503
15 3,000,000
16 1,415,398

200,849,619

17

6,645,061
2,494,282
3,021,304
4,148,555

16,309,202
194,455

845,380

17,349,037

412,190,538

Batlay Ramzan Ali Halani
Director

2002
Rupees

1,032,089
27,215,153
8,600,100

36,847,342
137,966,279

421,763

31,818,587
7,330,744
544,606
3,663,275
9,253,005
11,651,340

31,811,150
252,548

2,845,151

99,170,406

277,493
1,079,371
3,116,374

4,473,238
259,273
8,154,830
12887341

287,293,131

Mir Nadir Ali
Executive Director
(Principal Officer)
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