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Ref: NICL/EU/01/Trans-Int-Pak/2024                                                             Dated: March 9th, 2024 

 

Honorable Chairman Board Members,                       

Transparency International Pakistan 

Karachi. 

 

Subject: Complaint against the Management of National Insurance Company Limited (NICL) 

Respected Board Members Transparency International Pakistan, 

We, the Employee Union CBA of National Insurance Company Limited (NICL), write this letter to 

bring to your attention the grave concerns we have regarding the management's involvement in 

corruption, misdeeds, and various violations of legal and procedural obligations. We kindly request 

a thorough investigation into the matter and appropriate action against those found responsible for 

the aforementioned acts. 

The following individuals, namely: Tariq Aziz (Executive Director Corporate Services), Mr. Bilal 

Kully (Acting general Manager HR, Admin & IT),Mr. Imran Ahmed (Manager Admin And Real 

Estate North Zone Islamabad) , andMr. Khurram Irshad (Zonal Head North Zone Islamabad), 

who hold key positions within NICL, have been engaging in activities that compromise the integrity 

of our esteemed organization. We believe that their actions warrant immediate attention and 

intervention. The specific matters of concern are as follows: 

1. Mr. Naveed Ahmed (Manager Law) - Corruption in Legal Fees: 

We have substantial evidence suggesting Mr. Naveed Ahmed's involvement in corruption related to 

the payment of legal fees for illegal cases. Such conduct not only undermines the principles of 

justice but also tarnishes NICL's reputation as an organization committed to upholding the law. 

2. Mr. Tariq Aziz (ED CS), Mr. Bilal Kully (ACM HR & Admin), Mr. Imran Ahmed (Manager    

      Admin & RealEstate NZ) - Procedural Lapses and Violation of PEPPRA Rules: 

These individuals have been consistently involved in procedural lapses and have demonstrated a 

blatant disregard for the Public Procurement Regulatory Authority (PEPPRA) rules. Their actions 

undermine fair competition, transparency, and accountability in the procurement process. 

3. Absence of Annual Procurement Plan and Reliance on False Quotations: 

NICL management has failed to establish an annual procurement plan, resulting in a lack of strategic 

and efficient procurement practices. Furthermore, there is evidence suggesting their reliance on 

false quotations, which not only distorts the competitive bidding process but also facilitates 

corruption and potentially resulting in inflated costs and misappropriation of funds. There are 

numerous instances of procedural lapses and violations of the Public Procurement Regulatory  
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Authority (PEPRA) rules within NICL. These violations undermine transparency and fairness in the 

procurement processes, creating opportunities for corruption and favoritism. 

4. Mr. Tariq Aziz (ED CS) and Mr.Imran Ahmed (Manager)- Misuse of Funds and Corruption in  

     Real Estate  Department: 

Our investigation has revealed substantial evidence of Mr. Tariq Aziz's involvement in the misuse of 

funds and corrupt practices within the real estate department. These actions undermine the 

principles of accountability and fair management of resources under the PEPPRA guidelines. 

5. Misdeeds in Repair and Maintenance: 

Numerous instances of misdeeds have been observed in the repair and maintenance activities 

carried out by NICL management. These practices not only compromise the safety and functionality 

of our facilities but also raise concerns about the misappropriation of funds. 

6. Mr. Bilal Kully - Misuse of Official Vehicles and Fuel: 

Mr. Bilal Kully has been found involved in the misuse of official vehicles and fuel, which suggests a 

pattern of personal gain at the expense of NICL's resources. Such conduct is both unethical and 

unlawful, warranting appropriate investigation and disciplinary action. 

7. CEO's Favoritism and Special Consideration: 

There have been instances where the CEO of NICL has shown favoritism and granted special 

considerations to his preferred officers, particularly in terms of TA/DA, traveling, tours, and other 

activities. This creates an environment of unfairness and compromises the merit-based principles 

that should govern our organization. 

The management, particularly the Chief Executive Officer (CEO) of NICL, has allegedly engaged in 

various activities without the requisite approval from the Board of Directors (BoD). These activities 

include repair and maintenance of real estate, unauthorized use of official vehicles, extravagant 

foreign tours, and unwarranted renovations, rental of international properties at significantly 

reduced prices, excessive entertainment expenses, and the purchase of official vehicles without 

proper authorization. We, as CBA office bearers, express our deep concern regarding significant 

renovations carried out without the requisite approval from the NICL Board of Directors.  

It is of utmost concern that the Board of Directors of NICL has been non-existent since 2021, 

thereby allowing the CEO to carry out these actions without oversight or accountability. This 

absence of governance exacerbates the risk of corruption and maladministration within the 

organization. 

In light of these allegations, we kindly request the Transperancy International pakistan to launch a 

thorough investigation into the affairs of NICL, focusing specifically on the aforementioned matters.  
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We believe that theTransperancy International Pakistan, with its expertise in investigating financial 

crimes and corruption, is best positioned to uncover the truth and hold the responsible individuals 

accountable. 

Furthermore, the complainant has submitted multiple complaints to the Federal Investigation 

Agency (FIA) over the past nine months. The ongoing inquiry, registered under inquiry number 

22/2023, has uncovered several instances of misconduct within NICL and highlight the need for 

external intervention. I would like to provide you with a summary of the key allegations along with 

number of complaints: 

1. Inquiry (01)Formation of a Corrupt Group within NICL: 

A group comprising Mr. Usman Ghani, Mr. Bilal Kully, Mr. Imran Ahmed, Mr. Naveed Ahmed, and 

others has allegedly been manipulating transfers and appointments to further their own interests. 

This complaint was lodged on 10-04-2023. 

2. Inquiry (02)Illegal/Irregular Appointments: 

The management is accused of making illegal and irregular appointments, violating the ban in NICL, 

and disregarding merit, seniority lists, and established rules. The complaint was filed on 02-06-

2023. 

3. Inquiry (03)Out-of-Turn Accelerated Promotions: 

The complaint dated 01-06-2023 alleges that NICL management has been involved in irregular out-

of-turn accelerated promotions, contrary to Board of Directors orders, audit paras, and DAC 

directions. 

4. Inquiry (04)Corruption in Favor of Retired Employees: 

NICL management is accused of openly engaging in corruption by providing illegal benefits to 

retired employee Mr. Ghulam Rasool Bhagat in exchange for closing ongoing complaints in FIA and 

NAB. This complaint was submitted on 14-11-2023. 

5. Inquiry (05)Inquiry Against Executive Director Mr. Tariq Aziz: 

The complaint dated 14-11-2023 seeks an inquiry against Mr. Tariq Aziz, Executive Director 

(Corporate Services) at NICL, concerning his alleged illegal appointment and other misdeeds 

committed during his tenure. 

6. Inquiry (06)Illegal Financial Gains by NICL Management: 

The complaint dated 14-11-2023 accuses NICL management of obtaining illegal financial gains 

through the incorrect implementation of high court orders. 
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7. Inquiry (07)Failure to Implement Thematic Audit Report: 

NICL management is alleged to have failed in implementing the recommendations of Thematic 

Audit Report No. 755/DIR-II/AC-II/THEMATIC/A/R/NICL/2010-20 dated 24-11-2021 on the 

significance of corporate governance. 

8. Inquiry (08)Failure to Implement Maintenance Recommendations: 

The complaint dated 15-11-2023 highlights NICL management's failure to implement the 

recommendations of an inquiry report regarding the maintenance of chillers in the NICL building in 

Karachi, causing substantial financial losses. 

The complainant, who are president and general secretary of the employees' union CBA, were dismissed 

by the NICL management seven months ago and are still jobless. We believe this action was taken 

against them due to their efforts to expose corruption within NICL. 

Given the gravity of these allegations, I kindly request Transparency International Pakistan to 

conduct an independent investigation into the matter. It is imperative to ensure transparency, 

accountability, and the adherence to ethical standards within NICL. 

Thank you for your attention to this matter, and I trust that Transparency International Pakistan 

will play a crucial role in unveiling the truth and promoting a culture of integrity within 

organizations. 
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PA( llfutt:r

NrJ tlll*Sl$ff&llrtSl
$ct*arm*nt *f Fakt**sl*
Miutxry CIf ff*rnrxls*

r**aPh: 051-91117t93
Il - ma t I : st't-aud i t, rJ t ('l m mcrrcc - gtrt'. pL

lrkmnh*rl. llK ar'" ,{uputt. lt}J I

Sublr"rct

plcuc rcfcr ro NICL. Karachi's lrtterr No.NICL'{IGHR'}|{K:!0I| d:rtt''J

6e Jrmc,:0:l & 3d Augu*. :0:l on ttr subjcct nolcd abu*e'

:. tn rhis conrcrl. it ir raluertcd tlrar follouing inftrrnwtinn nrs!' tre t'umr*hcd rtith
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iv.Numbcrofcmpks'er&oroharcbscnlppoinrdthroughe$qglrj3L
f'. shatE thc attc*td copy of HR trlnnrul of thc Compnl
ti' Dctril .[thc ogrncrcs uiiiioJ Uunng oppointnrcn;

l. lvlorcovcr, thc Notiunal Axcrnbly, PAC $ccrgrrint ririr l$tcr dstsd i" Apnl'
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PAO in tlr forthcoming PAC mceiing'
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comply *'ith thc rtirtsiom of PAC'

5. Mmtr mny plcr*c bc tcutd ar Mog Uryc'ttt'

(Muhlmmed Ya;lr Arlb0
Scctitxt OIIIuET (Altils)

Ctld Ertctrthn 0tltrr
fl.Cf lll.Ol ttrr* n'
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ctH&'qd
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rrocoeoinsr';; lti**_grl* simc wid tre on t}r ogcrxln of forlhcxrmlng PAc ntccting

LnoaoLtjo be trcld on 2f August" 2021
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GCYfiRNMENT CIF PAKISTAN
REVHNUH DJYISION

FEDERAL BOARD OF REVENUE
(Administration/IIR)

***tt*

C.No.6$8)Coor#1022 Isiamabad, the 15e htly,2022

il All Chief Commissiouers of Inland Revenue
ii) AII Chi*f Colleetors of Pakistqn Customs
iii) All Sirector Generals, Inland Revenue/Customs
iv) All Coll*etors of Pakistan Customs
v) Alt Commissionsrs*IR (Appeals)

Subject: AUSTERITY MEASURES-FOR FINANCIAL YEAR ?p22r23

I am directed to enclose, herer.vitlt a copy of Finance l)ivisiorr

iExpenditure Wing)'s self"-explanatory Otfice Memorandum No. F.7 {1)Exp-IV/zO16-

430 dated 71r'Jul,v. ?022 on the subject cited aherve lar slrict complianee.

Encl: (Ss above)

Cc:
SA to Chainnan. FIIR
Alt iv{emhersDGs. FBR (}'lQ)
Webn:astcr lbr placcment oll lvebsite oi'FBR

+rrf,'

r)
?)
j)

Ph:9?03679
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No, F. 7i 1 )Exp. lVtI01 6-340

Government of pakistan
Finance Division

{Expendituie Wing}

lsfarnabad, lhe 7rr j,i:1, 2i22
prFlcEll4EMORAr.lDUM

Subject:

ln pursuance or the decision taken by the Federal cabinet, in case Nc.i47115/2022' in its rneeting held on 07-06-202?, the undersigned is directed to convey
tnai keeprng in view the extraardinary financial constraints being faced hy the country atpresent and to con$erve re$ources, extracrdinary mea$ures ara required ta be taken for
ensuring rational utilization of public monsy besides curtailing expenditure to reduce
fiscaf deficit' Accardingly, the Federal Government is pleased to enforce following
austerily rneasures for financial year ZAZZ-IS:-

{1} There shall be complete ban on:
(i) purchase of all types of vehicles from current and develapment budget

except utility vehicles such as ambulances, busses fo,r educational
insiltutions, solid waste vehicles, etc.;
creation of new posts except those required lor deveropment projects;
treatment abroad at government expenses;
appointment of contingent paid / daily wagers staff except for
development projects;
purchase of office furniture except for deveropment projects;
purchase of machinery & equipment inctuding air condirioners,
microwave, fridge, photocopier, etc.,
official visits abroad by Govt. functicnaries where Gop funding is involved
except obiigatory visits ;

{viil) officiai lunches l dinners / hi-tea except for foreign deregations;
(ix) periodical, magazines, news papers, etc.

(2) Principal Accounting Officers shallensure that:
(i) consumption of utilities be reduced by 10%;
{ir) existing entitlement for PoL for government functionaries be reduced by

30%;

(iii) avoidable travel be curtailed by promoting use.ar roorrr / video links;
(iv) vacant I redundant / non-productive pasts be aborished.

(ii)

('ii)

(iv)

(v)

(vi)

ivii)

Contd..".Pl2



-?

,r

t."

,l {3} ln addition to above, Federaliu*rn*unt 
has further decided that:

'l' ffi*:':irT-,x:iiT:r"-.xicres v,ourd be srashed by a0% and securihy
(' ii 

H',I,,,i:'a 
rca des' *'o* n*"- ;ffi ?'",::::'.;t;,:f;; 

";;"-,.,.,
i Ail li4inistries / Divisions are re{

ffi ff f ,ff 
.,-::[, 

m-;,1:[::iJ,::"'::':-.:N:i:J:..*i::,i.j:[::I,":..]
3. Provincfar Governments may arso adopt these,/ such rneasures.

-,*,-"(,ffi#,,Deputy Secretary (Exp)

Copy to:

1. Secrelary to the Fresident, lsfamabad.2 Secreiary to the Frime Minister, Islamabad.3. Secrelary, NationalAssembly, lslamabad,4. Secretary, Senaie, lslamabad.
5. Wefaqi Mahtasib, lslamabad"
6 FederslTaxOmbudsman, Islamabad.
7 ' secretary. fitection cammission of pakistan, tsramabad.
B. Audilor General of Fakistan, Islamabad.
9' chief secretaries Balachistan (Quetta), KPK (pesharvar), punjab {Lahore). sindh

iKarachi)
10. Controller General of Accounts. lslamabad.
11.AGPH. Islamabad.
12. chief Accounts ofticer, Minisiry of Foreign Affairs, lslarnabad.
13. Finanee Division (Mititary), Rawalpindi.
14' centraf oirecrorats of Nationar $avings, rsramabad.
15.AIl Addl. Finance $ecreiaries, Finance ilivision, Islamabad.
1s.AIl sr. J$/Js/os-Hxpendilure, Finance Division, lslarnabad_
1 7. ll/ebmaster, Finence Division, lslam.lbad. {, {

. xoo'w

ri-*'
(Muhammad Urnair)

ileputy $ecretary {fxp}
Fh: 92SS056

l.

J.
')
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No 7(1 )Exp.lVr201 6-440

Government of pakistan
Finance Division

(Expenditure Wing)

oFFtcE MEMORANDUM

lslamabad, the 1Sth July,2OZl

=:f
c,l

-'',J
:''

:1
-t

.Ej
I:{

tl;:

I

1,

\\,

I
I ( iii)

Subject: AUSTERmT MEASUREs F

The undersigned is directed
competent aultorily is pleased to enforce
2021 -22 wiff i mm.ed i ate etfect: -

Therejishatl be complete ban
a

firefighting vehicles,

Therer.shall be comprete ban on cr-eation of new posts except those required fordevelopment projects and approveOby the competent authority.
Privilege of periodical, magazines, .news papars etc. to ,rhe entiiled otficers wilrremain iesiriiGo to onty one.

(iv) Principal Accounting officers (PAos) witl ensure rationalized utility consumption i.eelectricity' gas, telephone, water elc and the expenditure on puicnase of assets,repair & maintenance and all othor operational expenditures shall be kept at bareminimum level while remainins within ihe lbudgetarfau";;ti;;;;;;";r"ciaryear.
. (v) Two sides of paper sha, be used in a, offrciar comm,unications.

(vi) All outstation meetings be restricled thrciugh, internet link (Zoom etc.) only, unlessphysical presence is strongly justified and approved by the competent authority,
2' ln the above context, to cater with the indispensable needs of the Minis.tries /Divisions/ Departments/ organizations etc., the competent authority is pleased to constitute anAusterity cornmittee compr:ising the following offroers to review the critical / unavoictable /' significant proposals only, in respect of ban on purchase of vehicles / creation of posts imposedvide para-1(i)&(ii) above: - - '--- vr Yv

(i) Additionat Finance Secretary (Expendifure) (ln Chair)(ii) sen'ior Joint secretary/ Joint secretary (Expenditure-ccA) (Member)(iii) Senior Joint Secretary/ Joint Secretary, (Member)(Expenditure-concerned Ministry/Diviibn; Fin.n.e Division
1iv)' flepresentative of the concerned-MinisitryrDivision (Member)/Department (Not tess than an ofri.", in iiS-iOj
(v) Deputy Secretary (ExpeqrdjJure-CGA) 

(Secretaryj
3 All Min.istries/Divisions are requested to disseminate the above instructions to alldepartments/ organizations under their administrative control for strict compliance.

- 
to state that owing to financial constraints the

following austerity measures during the financial year

on purchasa of all types of vehicles both for cunent
excluding motorcycles, student buses, .i.,brl.n."r

rr,r (AdeelAshraf)
. Deputy Secretary (Exp)

(Pro)



 
 
 
 
 
 
 

 
 

AUDIT REPORT 
 
 

On the accounts of  
 

National Insurance Company of   
Pakistan, Karachi 

       For the year 2022, 
 

 
 
 
 
 

  Office of the 

Annex-C 



           DIRECTOR GENERAL 

     COMMERCIAL AUDIT& EVALUATION (South) 

          

                     Karachi 
 
 
 
 
 
 
 
 

INTRODUCITON 
 

National insurance company limited was incorporated in Pakistan on 31st march 2000 as 
an unquoted public limited company under the Company’s Ordinance 1984 through NIC 
(Reorganization) Ordinance 2000. Initially it was named as National Insurance Corporation 
formed in the year 1976 through NIC Act 1976. The National Insurance Company Limited is 100% 
owned by Government of Pakistan (GOP) and working under the administrative control of 
Ministry of Commerce (MOC). Authorized capital of company is Rs. 6 billion and paid up capital 
of Rs. 2 billion divided into 200 million shares of Rs. 10 each. 
 

NICL provide general insurance coverage to the state-owned moveable and immovable 
assets belonging to federal and provincial governments, local authorities and statutory corporations 
(under section 166 of the Insurance Ordinance, 2000). 
 

Insurance coverage is being provided in the following areas: 
 
 Fire and property damage 

 Aviation hull 

 Marine hull 

 Marine cargo 

 Credit risk and surety ship 

 Motor 

 Liability 

 Workers’ compensation 

 Accident and health 

 Engineering / mechanical mods 

 Agri loans (new) 

  



 
1. Operation  
1.1; - Doubtful payment of claim amounting to Rs. Rs.689,255 

As per Insurance Ordinance section 45(6) An insurer shall take all reasonable precautions, 
including such precautions, if any, as may be prescribed, for guarding against damage to, 
destruction of or falsification of or in, and for discovery of falsification of or in, any book or part 
of a book required to be kept or prepared by an insurer 

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that a claim No.K/MV-30-410/2020 was lodged by M/s. Sui Southern Gas 
Company Limited due to theft of vehicle No.CW-3084 (Suzuki Bolan 2016) against the policy 
No.2020/KB/B/AM/C/D/P-0298 issued for the period 01-07-2020 to 30-06-2021. According to 
police report dated 21-11-2020, the vehicle was stolen from Sariab Road,Quetta. Claim was 
accepted and NICL paid Rs.689, 255 to SSGCL as compensation of loss. 

As per requirements of settlement of claim, the management was required to obtain original 
FIR No.156/2020 dated 22-11-2020 and Original final police report No.9922/R/Inv dated 04-06-
2021 before settlement of claim. However, the said documents were not obtained from client in 
original. Further no exception approval of the management was obtained for non-availability of 
original documents. The claim was settled on the basis of photocopies of FIR and Police report 
against the requirement of original documents. 

Audit is of the view that original documents (Original FIR and original Police report)  helps 
in minimizing risk of fraudulent/forged/duplicate claim payments, which was not obtained in this 
particular case. Thus, require justification.  

Audit recommended that the claim department must obtain original documents from the 
clients for claim settlement and if the same are not available exception approval must be obtained 
from relevant competent authority and the same should be mentioned in the claim approval 
document also.  

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 
 
1.2; - Doubtful payment of claim amounting to Rs.1,391,000 

As per Insurance Ordinance section 45(6) An insurer shall take all reasonable precautions, 
including such precautions, if any, as may be prescribed, for guarding against damage to, 
destruction of or falsification of or in, and for discovery of falsification of or in, any book or part 
of a book required to be kept or prepared by an insurer 

As per Insurance Rule 2017(4) Every survey conducted by, and report given by, an 
insurance surveyor shall be conducted and given with due diligence and skill, and in good faith 
and the report shall be finalized as early as possible but within the period of ninety days: 

 
During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 

it was observed that a claim No.K/MV-30-441/2021 was lodged by M/s. Karachi Dock Labour 
Board for loss due to fire on vehicle No.GPA-845 (Suzuki Cultus 2018) against the policy 
No.2021/KB/B/AP/C/D/P-0300 issued for the period 16-10-2021 to 15-08-2022. According to 
survey report dated 12-01-2022, the surveyor was informed that the vehicle was parked in the 
covered parking lot of KDLB Building, West Wharf road, when fire broken-out in front side of 
the parked vehicle and fire was extinguished by the staff of the insured, thus causing loss to the 
insured. The surveyor assessed total loss of Rs.1, 391,000 due to fire. Claim was accepted and 
NICL paid the same amount as compensation of loss. 



Audit observed that the claim was accepted by NICL on basis of statement made by 
insured. The surveyor also in his report simply made endorsement of the insured’s statement only 
and did not dig-out the cause of fire; neither such instruction was made to surveyor by NICL for 
the purpose to establish cause of fire.  

 Audit is of the view that the claim department solely depend the surveyors for the 
genuineness and reasonableness of the claims without cross verification of the same from other 
sources. Due to which there is a high risk of undue/exaggerated claim payments to clients. 

Audit recommended developing a cross verification procedure in order to minimize high 
risk of collusion among clients, surveyors and vendors/Workshops to obtain desired inflated claims 
from insurer. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 
  

1.3; - Violation of rule due to delay in settlement amounting to Rs.1,500,000 
As per Insurance Rule 2017 section 47(4) Every survey conducted by, and report given by, 

an insurance surveyor shall be conducted and given with due diligence and skill, and in good faith 
and the report shall be finalized as early as possible but within the period of ninety days: 

As per Insurance Ordinance section 118(1) It shall be an implied term of every contract of 
insurance that where payment on a policy issued by an insurer becomes due and the person entitled 
thereto has complied with all the requirements, including the filing of complete papers, for 
claiming the payment, the insurer shall, if he fails to make the payment within a period of ninety 
days from the date on which the payment becomes due or the date on which the claimant complies 
with the requirements, whichever is later, pay as liquidated damages a sum calculated in the 
manner as specified in sub-section (2) on the amount so payable unless he proves that such failure 
was due to circumstances beyond his control.   

 
During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 

it was observed that a claim No.K/MV-30- 319/2018 was lodged by M/s. National Bank of 
Pakistan for loss due to snatch of vehicle No.BEV-314 (Toyota Corola 2015) against the policy 
No.2016/KB/B/AP/C/D/P0051 issued for the period 01-01-2016 to 31-12-2016. The incident was 
reported to be happening on 02-12-2016 in the jurisdiction of Clifton Police Station, South, 
Karachi, and FIR was lodged on 10-12-2016. On receiving intimation from insured, the 
management appointed surveyor M/s. Consolidated services (Pvt) Limited on 13-12-2016 to assess 
loss.  

Survey report was submitted by the surveyor on 25-05-2018, after a noticeable delay    of 
almost 17 months, despite issuance of Final Police report on 04-01-2017 with remarks that the 
vehicle is untraceable. Finally claim was approved in December 2021, for final payment of Rs.1, 
500,000 was made after a noticeable delay of almost 4 years. 

Audit is of the Claim was accepted and NICL paid Rs.689, 255 to SSGCL as compensation 
of loss. view that the management and surveyor have violated the rules mentioned above which 
clearly emphasis that the survey and settlement of claim should have been finalized within the 
stipulated period of ninety days. The non-compliance of rules needs justification. 

Audit recommended that the management should actively follow-up with the clients for 
provision of required information to surveyors on a timely basis instead of shifting the 
responsibility of information collection from client over the surveyors only, apart from fixing 
responsibility on the person responsible for delay in settlement of claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 



 
1.4; - Doubtful payment of claim amounting to Rs.2,300,000 

As per Insurance Ordinance section 45(6) An insurer shall take all reasonable precautions, 
including such precautions, if any, as may be prescribed, for guarding against damage to, 
destruction of or falsification of or in, and for discovery of falsification of or in, any book or part 
of a book required to be kept or prepared by an insurer. 

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that a claim No.K/MV-30-0043/2022 was lodged by M/s. State Bank of Pakistan 
for loss due to accident of vehicle No.BRC-063 (Honda City 2019) against the policy 
No.2021/KB/B/AP/C/D/P-237 issued for the period 01-07-2021 to 30-06-2022. According to 
survey report dated 15-04-2022, the said car was turned whilst driver evading sharp turn by another 
driver at Patoki during traveling from Karachi to Lahore on 29-01-2022. The surveyor assessed 
total loss of Rs.2, 300,000 due to accident of vehicle. Claim was accepted and NICL paid the same 
amount as compensation of loss. 

Further scrutiny of the records revealed that FIR in the case was not obtained from Police 
department by the insured/insurer despite being an accident case. 

 Audit is of the view that original documents (Original FIR and original Police report)  
helps in minimizing risk of fraudulent/forged/duplicate claim payments, which was not obtained 
in this particular case. Thus, require justification.  

Audit recommended that the claim department must obtain original documents from the 
clients for claim settlement and if the same are not available exception approval must be obtained 
from relevant competent authority and the same should be mentioned in the claim approval 
document also.       

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 

 
1.5; - Doubtful payment of claim amounting to Rs.3, 005,000 

            As per Insurance Ordinance section 45(6) An insurer shall take all reasonable precautions, 
including such precautions, if any, as may be prescribed, for guarding against damage to, 
destruction of or falsification of or in, and for discovery of falsification of or in, any book or part 
of a book required to be kept or prepared by an insurer. 

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that a claim No.K/MV-30-049/2021 was lodged by M/s. State Bank of Pakistan 
for loss due to snatch of vehicle No.BSQ-508 (Toyota Yaris 2020) against the policy 
No.2021/KB/B/AP/C/D/P-47(1) issued for the period 17-12-2020 to 30-06-2021. According to 
survey report dated 28-06-2021, the said car was snatched by two unknown men near university 
road from the son of insured employee of SBP. FIR No.78/2021 dated 01-02-2021was lodged by 
insured Mr.Munir Ahmed (insured), wherein the insured informed that the said vehicle was driven 
by his son Mr.Yasir Ahmed at the time of snatching. The surveyor assessed total loss of Rs.3, 
005,000 due to snatch of vehicle. Claim was accepted and NICL paid the same amount as 
compensation of loss. 

Audit is of the view that settlement of claim in favor of insured was not justified as the said 
vehicle was driven by a person other than insured. The same needs justification.  

Audit recommended fixing responsibility on the person responsible for settlement of 
unjustified claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 



 
1.6; - Doubtful settlement of fraud/infidelity claim of NBP amounting to Rs.15.00 million 

As per conditions precedent to liability of insurance policy No. 2013/KB/B/SB/P/D/P0003 
dated; 27-08-2013 section (c) Joint Custody shall be established and maintained for the 
safeguarding of Property while in safes or vaults. (Property means cash and all other securities). 

(f) in addition to the normal audit of the books and accounts of the business by the assureds’ 
independent outside auditor, the assured shall conduct a thorough internal audit, examination and 
review of internal controls at least once in a year at all premises  and shall retained the record and 
working papers relating to such audit.  

As per Insurance Rule 2017 section 47 (4) Every survey conducted by, and report given 
by, an insurance surveyor shall be conducted and given with due diligence and skill, and in good 
faith and the report shall be finalized as early as possible but within the period of ninety days: 

As per Insurance Ordinance section 118(1) It shall be an implied term of every contract of 
insurance that where payment on a policy issued by an insurer becomes due and the person entitled 
thereto has complied with all the requirements, including the filing of complete papers, for 
claiming the payment, the insurer shall, if he fails to make the payment within a period of ninety 
days from the date on which the payment becomes due or the date on which the claimant complies 
with the requirements, whichever is later, pay as liquidated damages a sum calculated in the 
manner as specified in sub-section (2) on the amount so payable unless he proves that such failure 
was due to circumstances beyond his control.   

 
During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 

it was observed that an infidelity/fraud claim No.F/FG-30-02/2013 was lodged by M/s. National 
Bank of Pakistan for loss of Rs.353, 245,800 due to fraud at NBP Airport Branch, Karachi during 
2009-2013. The claim was lodged against the policy No. 2013/KB/B/SB/P/D/P0003 dated; 27-08-
2013 issued for the period 01-01-2013 to 31-12-2013. The fraud was revealed on 14-03-2013 and 
reported to NICL on 09-04-2013.  

On receiving intimation from NBP, the management appointed surveyor M\s. Saulat & Co. 
and M/s. Atlas Surveyor for assessment of loss on 18-04-2013 and 19-07-2013 respectively. 
Surveyor assessed the loss for Rs.666.167 million during 2011 to 2013, out of which Rs.92.923 
million pertained to policy period ie.2013. The survey report was submitted by the surveyors on 
15-01-2021. According to report accused collected the duties and taxes on behalf of Collector of 
Customs and did not deposit the amount in relevant bank accounts. Claim was approved on 04-02-
2022 and NICL paid an amount of Rs.15 million as compensation of loss. The external auditors of 
NBP have also observed and reported in annual audit and inspection dated 29-09-2012, instances 
of parallel banking and various unauthorized transactions in different accounts. Following 
discrepancies were observed in settlement of claim; 

(i) Insurance policy No. 2013/KB/B/SB/P/D/P0003 was issued later than the loss 
occurrence on 27-08-2013, while loss was intimated on 09-04-2013, almost four 
months before the issuance of policy. 

(ii)  Instances of unauthorized transactions in the said branch of NBP seems regular 
feature as evident from enquiry report. Why this factor was not considered before 
issuance of policy as required under terms and condition (c) and (f) of the 
agreement above. 

(iii)  Why the internal audit report to review the internal controls of said branch was not 
obtained before/after issuance of insurance policy, considering the factor of 
irregularities as regular feature in the said branch of NBP. 



(iv)  Survey report was issued by the surveyors after a noticeable delay of seven years 
in violation of rule 47 (4) above against the allowed period of three months. The 
same needs justifications. 

(v) Even after issuance of survey report, the management took almost one year to settle 
the claim against the allowed period of three months. Thus violated rule 118 (1) 
above. The same needs justification. 

(vi) Important documents like FIR, Final investigation report of FIA, Final copy of 
Challan, audited statement of loss, copy of court decision and proceeding made by 
the NAB authority so far in this case was not obtained from insured. 

(vii) Copy of receipt vouchers for collection of duties and taxes was not obtained from 
insured for the purpose to authenticate that the loss pertained to insurance covered 
period. 

Audit is of the view that the management is solely dependent upon surveyors for genialness 
and reasonable of the claims without cross verification of same from other sources. further, the 
surveyor have violated the rules mentioned above which clearly emphasis that the survey and 
settlement of claim should have been finalized within the stipulated period of ninety days. In 
addition to above, the management did not adopt required measures before issuance of policy and 
claim was settled without obtaining crucial documents as highlighted above. The same needs 
justification. 

Audit recommended that the claim department must obtain original documents from the 
clients for claim settlement and if the same are not available exception approval must be obtained 
from relevant competent authority and the same should be mentioned in the claim approval 
document also. The management should also follow-up with the clients for provision of required 
information to surveyors on a timely basis instead of shifting the responsibility of information 
collection from client over the surveyors only apart from fixing responsibility on the person 
responsible for delay and discrepancies in settlement of claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 

 
 
1.7; - Irregular settlement of claim amounting to Rs.42.987 million 
 

As per insurance policy No.2018/KB/FN/R/D/P0129 for Property damage and Business 
Interruption section 1(a) (i) all the property of as described in the policy schedule, interests or the 
property of other held in trust, for which the insured may have assumed responsibility. 

According to policy schedule Sui, Kandhkot, Adhi, Gambat south and all other fields and 
locations across Pakistan.   

Property excluded under sub section 1(a). Following properties are excluded from 
coverage;  

(b) property in course of construction of erection or dismantling or undergoing testing or 
commissioning other than as provided elsewhere under the section 1; however, this exclusion shall 
not apply in respect of routine maintenance, overhaul, repair works or similar which may require 
testing and commissioning prior to restarting the plant; it is also understood that bringing up from 
shutdown shall not be construed as testing.  

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that a claim No.K/MV-30-410/2020 dated; 05-03-2019 was lodged by M/s. 
Pakistan Petroleum Limited for loss of work in process at Bela West-X-1, Baluchistan, due to 
heavy rain in the region. As per survey report, the rain damaged the access road, causeway, culverts 



and all sort of supplies and movement to the well site were stopped, thus, unable drilling operation 
at site. The claim was lodged against the policy No.2018/KB/FN/R/D/P0129 issued for the period 
01-10-2018 to 30-09-2019. On receiving intimation of loss from insured, the management 
appointed two surveyor Joseph Lobo (Pvt) Limited and Ocean Surveyors (Pvt) Limited on 19-03-
2019 and 02-12-2019 respectively, for the assessment of loss. The surveyors submitted their report 
on 18-03-2021 with the loss assessment of Rs.42, 987,000. The claim was settled for the same 
amount. 

 
Further scrutiny of the records revealed that insurance policy was issued in favour of PPL 

for Property damage and Business Interruption only and not for covering capital work in progress 
as evident from section (b) of insurance policy above. 

 
 Further, policy was issued for properties at Sui, Kandhkot, Adhi, Gambat south and all 

other fields and locations across Pakistan. However, the break-up of other fields and locations 
across Pakistan and break-up of the assets available there was not obtained from PPL (insured) at 
the time of issuance of policy. The same was obtained by the surveyors at the time of claim 
processing.  

 
Audit is of the view that claim was settled in violation of policy which clearly indicated 

that property under construction were not covered under policy. Further, in absence of break-up, 
there is a risk of claim payments against those assets which are not insured by the client. In 
addition, accuracy of the sum insured would also be doubtful as the company would have to rely 
on the client to provide item wise sum insured at the time claim i.e. the client might claim more 
amount than the sum insured of asset being covered in lump sum amount by the client.  

 
Audit recommended that the location wise projects and item wise break-up of assets being 

insured must be obtained at the time issuance of policy and same should be provided to the 
surveyors at the time of claim processing for checking insurable interest of the insured apart from 
fixing responsibility on the person responsible for irregular settlement of claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 
 
 1.8 ; - Irregular settlement of claim amounting to Rs.22.319 million 

As per Insurance Ordinance section 45(6) An insurer shall take all reasonable precautions, 
including such precautions, if any, as may be prescribed, for guarding against damage to, 
destruction of or falsification of or in, and for discovery of falsification of or in, any book or part 
of a book required to be kept or prepared by an insurer 

As per Insurance Rule 2017(4) Every survey conducted by, and report given by, an 
insurance surveyor shall be conducted and given with due diligence and skill, and in good faith 
and the report shall be finalized as early as possible but within the period of ninety days: 

 
During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 

it was observed that a claim No.K/F-51/2015 dated; 01-09-2015 was lodged by M/s. Pakistan 
Petroleum Limited for loss due to heavy rain and flood (during July and August 2015) in Kandhkot 
Field Area section (vi). The claim was lodged against the policy No.01-0058-9/2015 issued for the 
period 01-07-2015 to 01-07-2016. On receiving intimation of loss from insured, the management 
appointed two surveyor Joseph Lobo (Pvt) Limited and Pakistan Inspection (Pvt) Limited on 04-



09-2015 for the assessment of loss. The surveyors submitted their report on 26-03-2022 with the 
loss assessment of Rs.22, 319,072. The claim was settled for the same amount. 

Further scrutiny of the records revealed that survey was conducted by the surveyors after 
completion of rehabilitation work at site carried out by the insured and loss was assessed on the 
basis of cost of rehabilitation work on the basis of available documents of contract work, bills and 
payment vouchers etc. however, the specific approval of the competent authority of insured (PPL) 
for rehabilitation work was not obtained by NICL management. Further the break-up of the assets 
was not obtained by the management at the time of processing claim. The survey report was issued 
by the surveyors after six years delay.  

Audit is of the view that the management is solely dependent upon surveyors for 
genuineness and reasonable of the claims without cross verification of the same from other sources. 
Audit is of the openion that the management should have obtained break-up of the assets available 
at site at the time of issuance of policy and obtained complete documentary evidences to ensure 
rehabilitation work. Because, there is a risk of claim payments against those assets which are not 
insured by the client.  

Further, survey report was submitted by the surveyor after a noticeable delay of almost six 
years besides against allowed period of three months. Audit is of the view that the management 
should have followed-up with the clients for provision of required information to surveyors on a 
timely basis instead of shifting the responsibility of information collection from client over the 
surveyors only. The above needs justification.   

Audit recommended fixing responsibility on the person responsible for irregular settlement 
of claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 

 
1.9;-  Violation of rule due to appointment of surveyors for low amount claims resulting into 
loss of Rs.95,818 

As per Insurance Rule 2017, section 31(2) Independent survey shall be conducted in 
respect of the claim lodged for the amount exceeding one hundred thousand rupees except in case 
of motor and casualty insurance where the amount of loss or claim is for more than fifty thousand 
rupees. 

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that numbers of low amount claims were settled by the claim department on the 
basis of assessment made by the surveyors despite the fact that those claims were falling under 
threshold limits allowed under above mentioned rule. According to above mentioned rule the 
surveyors can be appointed for claims exceeding Rs.100, 000 and claims more than Rs.50, 000 in 
case of motor and casualty insurance. The claims below these threshold amounts can be settled on 
self assessment basis and no need to appoint surveyors. The detail is as under; 

S.N Policy No. Claim No. Claim 
amount 

Surveyors’ name Surveyors 
fees 

1 2021/KB/B/SA/R/D/
P0018 

K/AR-30—07/2022 7,300 M/s.Ego Associate 10,735 

2 2021/KB/B/SA/R/D/
P0018 

K/AR-30—08/2022 7,300 M/s.Ego Associate 10,735 

3 2021/KB/B/SA/R/D/
P0018 

K/AR-30—05/2022 7,270           M/s.SFH Consultancies 09,605 



4 2021/KB/B/SA/R/D/
P0009 

K/AR-30—61/2021 22,400 M/s.Chaudhry Noor 
Muhammad & Co 

09,605 

5 2021/KB/B/SA/R/D/
P0018 

K/AR-30—15/2022 20,926 M/s.Global Adjuster 09,605 

6 2022/KB/B/SA/R/D/
P0009 

K/AR-30—35/2022 6,375 M/s.Icon surveyors 8,475 

7 2021/KB/B/SA/R/D/
P0036 

K/AR-30—18/2022 26,010 M/s.Viewers Surveyors 09,605 

8 2022/KB/B/SA/R/D/
P0001 

K/Burg-30-03/2022 55,169 M/s.Saulat & Co 9,000 

9 2021/KB/B/SA/R/D/
P0018 

K/AR-30—09/2022 6,300 M/s.Survey Scale 8,780 

  10 2022/KB/B/SA/R/D/
P0009 

K/AR-30—61/2022 49,000 M/s.Saulat & Co 09,673 

    Total  95,818 
  
The above are few instances of such cases. However, the above position clearly evident 

that despite loss/claim amount being lower than the allowed limit, the claim department did not 
avail the facility of exemption from surveyor, and instead of settling the claims on self assessment 
basis they appointed surveyors for assessment of loss and sustained loss of Rs.95, 818 in above 
cases.  

Audit is of the view that due to avoidance of exemption, the company is sustaining huge 
losses every year. The above are the few examples of such losses indicating recurrence of such 
losses every year. Further, the amount of loss is likely to increase with the volume of such cases. 
The same needs justification. 

Audit recommended developing a comprehensive policy/manual of settling claims on self-
assessment basis incorporating all elements in order to properly utilize the exemption of 
independent survey provision of Insurance Rule, apart from fixing responsibility on the person(s) 
at fault.  

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 

 
1.10;-  Settlement of claim in violation of policy amounting to Rs.15.00 million 

As per insurance policy No.2018/KB/B/SB/P/D/P0003 section 5 as per precedent to their 
right to be indemnified under this Policy, the assured shall, as soon as possible and in any event 
within 30 days after discovery by assured of any loss hereunder, give written notice thereof to the 
underwriters. 

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that a claim No.K/FG-30-01/2018 dated; 14-06-2018 was lodged by M/s. National 
Bank of Pakistan for loss due to fraud at NBP Serai Naurung, Bannu branch. The claim was lodged 
against the Bankers policy No. 2018/KB/B/SB/P/D/P0003 issued for the period 01-01-2018 to 31-
12-2018. On receiving intimation of loss from insured, the management appointed joint surveyors 
M/s.Joseph Lobo (Pvt) Limited and M/s.Dustam & Co 25-06-2018 for the assessment of loss. The 



further, the insured was also responsible to conduct internal control review & examination at least 
once in a year at all premises and need to retain the record and working papers relating to such 
audit. In case of non maintenance of controls, and non conduction of internal control review & 
examination by the management of NBP, as required under above mentioned terms and condition 
of the policy, the settlement of claim in favour of insured is not justified. Further, the survey report 
was issued by the surveyors after a noticeable delay of almost four and half years in violation of 
rule 47 (4) above against the allowed period of three months. The above needs justifications. 

Audit recommended fixing responsibility on the person responsible for delay and 
discrepancies in settlement of claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 

 
1.12;- Doubtful payment of claim amounting to Rs.19.119 million. 

As per Insurance policy KF-01-0093-1/2014 condition-5(a), the insurance policy does not 
cover loss or damage occasioned by or through or in consequences of explosion. 

As per Insurance Rule 2017 section 47(4) Every survey conducted by, and report given by, 
an insurance surveyor shall be conducted and given with due diligence and skill, and in good faith 
and the report shall be finalized as early as possible but within the period of ninety days: 

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that a claim No.K/F-54/2014 was lodged by M/s.Pakistan Petroleum Limited for 
loss/damage due to explosion of Pipeline at Bank, No.6 of Sui Gas Plant at Sui Gas Field, 
Baluchistan, on 01-08-2014. The claim was lodged against the policy No.KF-01-0093-1/2014 
dated 31-12-2014 issued for the period 01-07-2014 to 01-07-2015. According to survey report 
dated 18-01-2018, the surveyor assessed the loss for Rs.17, 878,116, however; the surveyor stated 
that as per condition-5 of the special conditions described in the policy, the subject policy of 
insurance does not cover the loss or damage in consequences of explosion. Therefore the loss is 
not payable under the purview of the said policy of insurance.  

Upon refusal from surveyor, the management of PPL (insured) requested NICL for 
favorable consideration in the case. Later on, management informed the surveyor that explosion 
damage risk is covered under the schedule of policy covering additional perils. On the request of 
insurer, the surveyor revised the survey report on 11-08-2018 and allowed the previous assessed 
loss. The insured was paid an amount of Rs.16, 878,116 as final payment on 06-01-2021 after 
adjusting one million deductable and file was closed. 

Later on, the insured, on 07-01-21 submitted that the loss was short assessed for which the 
insured held various meetings with the surveyor as well as with the insurer. Finally, surveyor 
agreed to recommend the cost of chemical and issued 2nd’addendum dated 22/03/2022 
recommending for payment of Rs.2, 240,728 (cost of chemical lost during incident) to the insured. 
The claim file was reopened and additional claim was approved and paid on 02-09-2022. Total 
Rs.19, 118,844 (16,878,116 + 2,240,728) was paid to insured.    

 Further scrutiny of the record revealed that schedule of the policy (covering explosion 
damage), on the basis of which claim of PPL was allowed, was signed between the parties on 03-
10-2014 and policy was issued on 31-12-2014 five months after claim intimation as the claim was 
intimated on 01-08-2014. This is an indicative of the fact that policy with explosion damages 
clause did not exist at the time of intimation of loss by insured, rather, the same was included in 
the policy after occurrence of loss.  Further, the surveyor took more than three years in assessment 
of loss against the allowed period of three months. This is also a violation of rule.   

 Audit is of the view that inclusion of explosion damages clause in the policy schedule after 
intimation of loss, made the claim settlement in favour of insured, doubtful. Further delay in survey 



is also a violation of rule and needs justifications. Audit further opined that the claim department 
solely depend the surveyors for the genuineness and reasonableness of the claims without cross 
verification of the same from other sources. Due to which there is a high risk of undue/exaggerated 
claim payments to clients. 

Audit recommended developing a cross verification procedure in order to minimize high 
risk of collusion among clients, surveyors to obtain desired inflated claims from insurer apart from 
fixing responsibility on the person responsible for delay and discrepancies in settlement of claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 

 
1.13;- Unjustified settlement of Marine claim of PSML amounting to Rs.3.60 million 

As per Insurance Rule 2017 section 58(2) An insurer may issue a cover note prior to the 
receipt of premium, in order to enable the intending policyholder to review the details and scope 
of coverage being offered.   

Provided that the cover note should not be for a period exceeding seven days in the case of 
motor business and beyond thirty days in all other cases and must be replaced with an insurance 
policy before expiry of such cover note, subject to receipt of premium by the insurer.   

 
During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 

it was observed that a Marine claim No.10/ 003-PC-21 dated 21-10-2020 ,was lodged by 
M/s.Peoples Steel Mills Limited for loss due to damage of consignment of 45 packages of CCM 
Revamping project machinery & equipments imported from Tianjin (China) to Karachi. The ship 
arrived at KPT berth on 08-10-2020. 

Further, scrutiny of the record revealed that debit note was issued on 16-10-2020 after the 
arrival of consignment from china, and premium was received on 20-01-2021. After receiving 
premium from PSFCL the management issued Marine Insurance Policy 
No.2021/KB/B/MI/D/PO190 on 27-01-2021. 

On receiving intimation of loss, the management appointed joint surveyors M/s.Joseph 
Lobo (Pvt) limited and M/s.Atlas Surveyors (Pvt) Limited for assessment of loss. Initially, the 
surveyors assessed the loss for Rs.7, 479,235. Later on, the insured informed that damaged items 
have been repaired by insured himself and used in the production and submitted repair/claim bill 
dated 25-08-2022 for reimbursement. Upon receipt of the repair/Claim bill from insured the 
management requested joint surveyors to assess and adjust the loss accordingly. After examination 
of claim the surveyors adjusted the loss for Rs.3, 359,956. 
Following discrepancies were observed in the settlement of case: 

i) -    Debit note and marine policy was issued on 16-10-2020 and 27-01-2021 respectively 
after arriving ship at KPT port on 08-10-2020. 
ii) - Open cover No.NIC/M/SZ/COV/17-0081-1/90 (on the basis of which claim was 
allowed) was issued on 27-02-1990 for only one year. According to abovementioned rule 
58(2) above, the cover not should have been replaced with an insurance policy within 30 
days. How a claim was settled on the basis of an expired cover note. 
iii) - Supporting document (i.e. invoices and bills of vendors) in support of repair    work 
was not available in the records. 
iv) - Inspection report of consignment at load port was not obtained to ensure that the 
consignment was in good condition at the time of loading.   

Audit is of the view that issuance of policy after intimation of loss on the basis of expired cover 
note is a violation of rule. Further, insufficient documentation and non-availability of inspection 



report of consignment at load port, also indicated weaknesses in the claim settlement process. The 
same needs justification.  

Audit recommended fixing responsibilities on the person responsible for discrepancies in 
settlement of claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 
1.14;- Unjustified settlement of claim of PSO amounting to Rs.7.946 million 

As per Insurance Rule 2017 section 58(2) An insurer may issue a cover note prior to the 
receipt of premium, in order to enable the intending policyholder to review the details and scope 
of coverage being offered.   

Provided that the cover note should not be for a period exceeding seven days in the case of 
motor business and beyond thirty days in all other cases and must be replaced with an insurance 
policy before expiry of such cover note, subject to receipt of premium by the insurer.   

 
During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 

it was observed that a claim No.2021KBFNRD100030 dated 16-07-2021, was lodged by 
M/s.Pakistan State Oil Company Limited for loss for damage of 09 PSO retail out lets due to 
windstorm at lakki marwat. The claim was lodged against the policy No. 2021KBFNRDP0092 
dated 16-08-2021 issued for the period of 01-07-2021 to 30-06-2022. 

On receiving intimation of loss from insured, the management appointed joint surveyors 
M/s.Josheph Lobo (Pvt) Limited and M/s.Dusam & Co (Pvt) Limited for assessment of loss. The 
surveyors assessed the loss for Rs.7, 946,623 for damage of 9 outlets. 

Further scrutiny of the records revealed that premium was collected on 25-08-2021 and 
policy was issued on 16-08-2021, while, loss was intimated on 16-07-2021. The above dates 
clearly indicated that the policy was issued before receiving premium and after intimation of loss. 
This is a violation of rule as no cover note was issued for review the detail and scope of coverage 
and premium was received after issuance of premium. 

Audit is of the view that claim department committed violation of rule as the policy was 
issued after intimation of loss and premium was received after issuance of policy. 

Audit recommended renewal of policy in timely mannar  just after expiry of previous 
policy period instead of renewal the policy after claim intimation, apart from fixing responsibilities 
on the person responsible for discrepancies in settlement of claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 

 
1.15;- Unjustified settlement of claim of PSO amounting to Rs.13.340 million 

As per Insurance Rule 2017 section 55(1) A proposal form provided to a prospective 
policyholder shall carry or contain a notice of his duty of disclosure stating the consequences of 
non-disclosure.    

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that a claim No.K/F-19/2018 dated 210-05-2018, was lodged by M/s.Pakistan 
State Oil Company Limited for loss due to damage of Pipelines at PSO Sihala Depot Rawalpindi. 
The claim was lodged against the policy No.2017/KB/B/FN/R/D/P0087 dated 07-09-2017 issued 
for the period of 01-07-2017 to 30-06-2018. 

On receiving intimation of loss from insured, the management appointed joint surveyors 
M/s.Malcolm Gaskill Services and M/s.Dusam & Co (Pvt) Limited for assessment of loss. The 
surveyors submitted their report on 28-02-2019 stated that PSO pipeline was punctured by the 
shovel machine of NHA contractor while excavation work of NHA was in progress near PSO 



pipelines. The hit of excavation machine not only damaged the pipeline but also caused loss of 
165,000 liters PMG (Premier Motor Gasoline) spilled away from the pipeline. Initially, the 
surveyors assessed the loss for Rs.1, 130,600 for damage of pipeline only as the policy cover HSD 
and did not cover loss of PMG product in pipeline. The insured refused to accept the claim and 
argued that pipeline connecting Attock Refinery Limited to Sihala depot is used for transportation 
of both the product. Keeping in view the insured argument, the surveyors allowed claim to the 
extent of Rs.12, 076,703 on 03-07-2020 after inclusion of loss of product. The insured (PSO) again 
disagreed with the surveyors due to lower rate applied for PMG. Later on, the surveyors revised 
his assessment on 22-03-2022 and increase the loss amount up to Rs.13, 340,603 as full and final 
settlement of the claim. Following discrepancies were observed in the settlement of case required 
justifications: 

i) - The loss of product (PMG) was not included in policy then why the same was allowed. 
ii) - If Sihala pipeline is used for transportation of both the products from Attock Refinery 
Limited then the same should have been disclosed by insured at the time of issuance of 
policy instead of intimating the same at the time of claim.  
ii) – The insurance policy did not include such provision allowed damages caused by third 
party. 
iii) – despite knowing the fact that construction of bridge is in progress by NHA, PSO did 
not adopt security measures like designating security guards, or installing a map indicating 
pipeline depth from the surface etc. for the safety of pipeline. 
Audit is of the view that claim department solely depend the surveyors for the genuineness 

and reasonableness of the claims without cross verification of the same from other sources. Due 
to which there is a high risk of undue/exaggerated claim payments to clients. 

Audit recommended developing a cross verification procedure in order to minimize high 
risk of collusion among clients and surveyors to obtain desired inflated claims from insurer apart 
from fixing responsibilities on the person responsible for discrepancies in settlement of claim. 

The matter was reported to the management through observation memo dated 23-10-2023. 
However, no reply was received till close of audit. 

 
1.16-  Excess payment of Rs.80.00 million to SSGCL due to non-deduction of deductibles   

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that a claims No.K/F-065/2011 dated 25-10-2010, was lodged by M/s.Sui Southern 
Gas Company Limited against the policy No.01-0170-5/2010 for the flood damages at 4 locations 
(i.e. Garhi Khairu, Usta Mohammad, Dera Allah Yar, Suhbat pur). Loss was assessed by the 
surveyor for Rs. 375,496,096 and net claim was paid for Rs.355, 496,096 after adjusting 
deductibles and others. 

Similarly another claim No.K/F-023/2011 dated 25-04-2011 was lodged against the policy 
No. 01-0171-7/2010 for flood damages at 4 locations (i.e.Dadu, Jacobabad, Shikarpur and Thatta). 
Loss was assessed by the surveyor for Rs. 256, 762,730 and net claim was paid for Rs. 119, 
206,224 after adjusting deductibles and others. Deductable was allowed for Rs.20 million for both 
claims. 

Further scrutiny of the records revealed that separate deductibles were not applied for each 
location; rather, claim losses of multiple locations were clubbed into single claim loss. The detail 
is as under;  
S.NO Location Deductable 

applicable 
Deductable 

applied 
Loss of 

deductibles 
Claim No. No.K/F-065/2011    
1 Garhi Khairu 20 million   



2 Usta Mohammad 20 million  
3 Dera Allah Yar 20 million  
4 Suhbat pur 20 million  
 Total deductable to be applied  80 million  20 million 60 million 
Claim No.K/F-023/2011    
1 Dadu 20 million   
2 Jacobabad 20 million  
3 Shikarpur 20 million  
4 Thatta 20 million  
 Total deductable to be applied  80 million  60 million 20 million 
 Total loss of deductibles   80 million 

 

It is evident from above position that in first claim, instead of applying separate deductable 
for each location, the management applied one deductable for 4 locations. Similarly, in second 
claim management applied three deductibles for four location instead of 4 deductibles. Thus, made 
excess payment of Rs.80.00 million to insured. The same needs justification. 

Audit is of the view that management extended undue favour to the client by deducting 
less deductible from claims and cause loss to the company. 

 
Audit recommended fixing responsibilities on the person responsible for discrepancies in 

settlement of claim. 
The matter was reported to the management through observation memo dated 27-10-2023. 

However, no reply was received till close of audit. 
1.17-Irregular / unjustified discount allowed on insurance premium – Rs. 71.735 million 
  

As per Rule 5(1) of the Public companies (Corporate Governance) Rule 2013, “the Board shall 
exercise its power and carry out fiduciary duties with a sense of objective judgment and 
independence in the best interest of the company.” 
 
During Audit of National Insurance Company Limited (Head Office) Karachi for the year 2022, it 
was observed that the management allowed discount on the gross premium to the different clients 
/ customers during the year 2021. Detail of discount is as under: -   

(Rs In million) 

S. 
No. 

Client’s Name Sum Insured Gross 
premium 

Discount 
granted to 
Client(s) 

Percentage 
of Gross 
premium 

01 SSGC 2,731.53 135.75 71.735 52.84 
 

 
Audit is of the view that without having discount policy, management had significantly allowed 
discount to customer more than 50%.  It reflects weak internal control. Thus, the discount allowed 
amounting to Rs. 71.735 million stands irregular and unjustified, which caused loss to the 
Company.  
Audit recommends to investigate the matter and fixing responsibility on the person(s) at fault. 

The matter was reported to the management through observation memo dated 27-10-2023. 
However, no reply was received till close of audit. 

 
1.18- In-ordinate delay in completing survey by the surveyors-Rs.56.821 million 



 
 Section 47(4) of Insurance Rule 2017 states “every survey conducted by, and report given 
by, an insurance surveyor shall be conducted and given with due diligence and skill, and in good 
faith and the report shall be finalized as early as possible but within the period of ninety days.” 
 

 As per Insurance Ordinance 2000 section 118 stated that it shall be an implied term 
of every contract of insurance that where payment on a policy issued by an insurer becomes due 
and  the person entitled thereto has complied with all the requirements, including the filing of 
complete papers, for claiming the payment, the insurer shall, if he fails to make the payment 
within a period of ninety days from the date from which the payment becomes due or the date on 
which the claimant complies with the requirements, whichever, is later, pay as liquidated damages 
a sum calculated in the manner as specified on sub-section. (2) on the amount so payable unless 
he proves that such failure was due to circumstances beyond his control. 

 

 During the scrutiny of the records of NICL for the year 2022, it was observed that 
numbers of insurance claims were lodged by the insured entities against the policies issued by 
NICL. Upon receipt of intimation of loss from the insured, the Misc claim department appointed 
surveyors to conduct the survey and assess the loss accordingly. However, the surveyors made 
noticeable delay in completing surveys.  The details of surveys of losses with noticeable delay 
are as under: 

 

S# Name of insured Surveyor name Commencement 
of survey 

Completion of 
survey 

Survey completed in 

01 NBP M/s. P I C L 16-09-216 22-062017 9 month 

02 SLIC M/s. N&CL & 
M/s. A S L 

04-12-2012 & 
27-12-2012 

30-08-2017 Almost 5 years 

03 PPL M/s. N& C L 
&M/s.RAssoc 

08-09-2010 09-02-2017 Almost 7 years 

 
It is evident from the above position that the surveyors are making inordinate delay in 

completing survey regarding reported loss and contributing in overall delay in finalization of claim 
settlement. Further such delay in survey could encourage the potential change in genuineness of 
loss.  
  
 Audit is of the view that the management should review the claim settlement process 
completely and concrete step should be taken to remove the obstacle in early settlement of claim 
including expediting survey activities by the surveyors. However, inordinate delays in surveys 
need to be justified. 

 
Audit Recommends:  
 

1. Claim settlement process be made speedy and effective as obligated within 90 days. 
2. Grounds for inordinate delay be found out. 
The matter was reported to the management through observation memo dated 27-10-

2023. However, no reply was received till close of audit. 
 

 1.19- In-ordinate delay in completing survey by the surveyors-Rs.376.57 million 
 



 Section 47(4) of Insurance Rule 2017 states “every survey conducted by, and report given 
by, an insurance surveyor shall be conducted and given with due diligence and skill, and in good 
faith and the report shall be finalized as early as possible but within the period of ninety days.” 
 

As per Insurance Ordinance 2000 section 118 stated that it shall be an implied term of 
every contract of insurance that where payment on a policy issued by an insurer becomes due and  
the person entitled thereto has complied with all the requirements, including the filing of complete 
papers, for claiming the payment, the insurer shall, if he fails to make the payment within a period 
of ninety days from the date from which the payment becomes due or the date on which the 
claimant complies with the requirements, whichever, is later, pay as liquidated damages a sum 
calculated in the manner as specified on sub-section. (2) on the amount so payable unless he 
proves that such failure was due to circumstances beyond his control. 

 

During the scrutiny of the records of NICL for the year 2022, it was observed that numbers 
of insurance claims were lodged by the insured entities against the policies issued by NICL. Upon 
receipt of intimation of loss from the insured, the marine hull claim department appointed 
surveyors to conduct the survey and assess the loss accordingly. However, the surveyors made 
noticeable delay in completing surveys.  The details of surveys of losses with noticeable delay 
are as under: 

                                                                                                                                        (Rupees in million) 

S # Name of 
Insured Name of Vessel Date of 

Loss 
2019     2020       2021 2022 Remarks 

01 PNSC M.T Hyderabad 23-12-20 - 38.50 - - In process of 
recovery 

02 
PNSC M.T Karachi 17-01-21 - 49.80 - - Final survey 

Report of the 
claim is pending 

03 PNSC M.T Quetta 09-09-21  37.10   In process 
04 PQA M.T Mohna 05-08-19 2.500 - - - Claim amount is 

reported by 
client M/s PQA, 
but surveyor has 
not 
issued/finalized 
survey report 
due to client has 
not provided the 
information/data 
required to 
surveyor 

05 PQA P.B Amber 16-12-20 - 52.29 - -  

06 PQA 
 

P.B Amber 16-12-21 - -     13.19 -  

07 PQA M.T Mohna 10-9-21 - -     152.41 - - 

08 PQA P.B Lahoot 17-02-22 - - - 18.38 - 

 PQA P.B Heer 02-08-22 - - - 2.40 - 

 PQA P.B SASSI 10-11-22 - - - 10 - 

  Sub-Total  2.500 177.69     165.60 30.78 - 

  Grand Total     376.57 
 

It is evident from the above position that the surveyors are making inordinate delay in 
completing survey regarding reported loss and contributing in overall delay in finalization of claim 



settlement. Further such delay in survey could encourage the potential change in genuineness of 
loss.  
  
 Audit is of the view that the management should review the claim settlement process 
completely and concrete step should be taken to remove the obstacle in early settlement of claim 
including expediting survey activities by the surveyors. However, inordinate delays in surveys 
need to be justified. 
Audit Recommends: 

1. Claim settlement process be made speedy and effective as obligated within 90 days. 
2. Grounds for inordinate delay be found out. 
The matter was reported to the management through observation memo dated 27-10-

2023. However, no reply was received till close of audit. 
 
 

1.20-Violation of rule due to delay in settlement of re-insurance claim amounting to  
US$.491, 024.50 

 
As per Insurance Ordinance section 118(1) It shall be an implied term of every contract of 

insurance that where payment on a policy issued by an insurer becomes due and the person entitled 
thereto has complied with all the requirements, including the filing of complete papers, for 
claiming the payment, the insurer shall, if he fails to make the payment within a period of ninety 
days from the date on which the payment becomes due or the date on which the claimant complies 
with the requirements, whichever is later, pay as liquidated damages a sum calculated in the 
manner as specified in sub-section (2) on the amount so payable unless he proves that such failure 
was due to circumstances beyond his control.   

During the scrutiny of record of National Insurance Company of Pakistan for the year 2022, 
it was observed that a claim No.K/MV-30-702/16&319/2018 was lodged by M/s. Pakistan 
International Airlines for loss due to crash of aircraft A320 near Karachi Airport on 22-05-2020 
vide claim No.NAV-PIA-GTP-05/20 against the policy No. NAV-PIA -78-00334-8/19 issued for 
the period of 30-12-2019 to 29-12-2020. Policy involved reinsurance from PRCL(7.50% share), 
NICL(2.5% share) and lead insurer M/s.Marsh Limited, London(U.K)(90% share). Being lead 
insurer M/s.Marsh Limited, London (U.K) appointed M/s.Charles Taylor Adjusting Ltd., London 
(U.K) to conduct survey and assess/adjust the loss accordingly.  The surveyor assess the loss for 
US$.491, 024.50, in which NICL share is US$.12, 275.61 and PRCL share is US $ 478,748.89 
(including lead reinsurer share). 

As per existing procedure, a memorandum of settlement was required to be signed by 
NICL, PRCL and PIAC for agreement in the net settlement due to PIA. After signing of the 
memorandum of settlement of claim by all stakeholders, it will enable the loss adjuster/Broker to 
collect foreign reinsurers claim share involved in the matter, as all shares of the insurer and 
reinsurer are accumulated with loss adjuster and are paid to insured accordingly.  

However, audit observed that so far more than three years have been lapse, but the 
memorandum of agreement was not signed by the stakeholders, thus cause delay in settlement of 
claim.  



Audit is of the view that the management have violated the rules mentioned above which 
clearly emphasis that the settlement of claim should have been finalized within the stipulated 
period of ninety days. The non-compliance of rules needs justification. 

Audit recommended adopting measures avoiding such long delay in settlement of claim in 
future. 

The matter was reported to the management through observation memo dated 27-10-2023. 
However, no reply was received till close of audit. 

 
1.21- Irregular charges of premium on different rate Rs. 601.83 million  
 
Code of Corporate Governance for Insurers, 2016 states in clause xiii (a) Checks and balances:- 
The insurer shall institute policies and procedures such as requiring the separation of critical 
functions e.g. risk management, underwriting (subject to the relevant provisions of the insurance 
ordinance, 2000), investment, claims handling, internal audit and compliance with statutory rules 
and regulations, cross checking of documents, dual control of assets and double signatures on 
certain documents, etc to ensure checks and balances within the insurer.      
 
During Audit of National Insurance Company Limited (Head Office) Karachi for the year 2022, it 
was observed that the management received premium on account of Hull and Machinery Cover 
Rs.601.83 million from PNSC,PQA and KSEW on different rate of premium during the year 2022. 
List is attached as Annex-D.  
 
The list of Marine client’s premium rate shows that no uniform rate / slabs of premium rates are 
charged in NICL. It was also mentioned here that the insurance premium rate was fixed as 
institution wise, which is a violation of Code of Corporate Governance for Insurers, 2016. 
  
Audit is of the view that the prescribed rate of premium should have been approved by the 
management for issuance of insurance policy; otherwise, collection of insurance premium would 
be irregular and unjustified. The matter needs to be elaborated.  
 
Audit recommends that a manual, guidelines, SoP, rules should be prepared in the underwriting 
department of NICL. 

The matter was reported to the management through observation memo dated 27-10-2023. 
However, no reply was received till close of audit. 
 
1.22- Payment of premium directly to the international underwriter and brokers-US$ 6.658 
million 

 
 

 Public Sector Companies (Corporate Governance), 2013 Rules in Section 4(3) “Role of 
Chief Executive” states “the chief executive is responsible for the management of the Public-
Sector Company and for its procedures in financial and other matters, subject to the oversight and 
directions of the Board, in accordance with the Ordinance. His responsibilities include 
implementation of strategies and policies approved by the Board, making appropriate 
arrangements to ensure that funds and resources are properly safeguarded and are used 
economically, efficiently and effectively and in accordance with all statutory obligations.” 
 



As per Rule 5(1) of the Public companies (Corporate Governance) Rule 2013, “the Board 
shall exercise its power and carry out fiduciary duties with a sense of objective judgment and 
independence in the best interest of the company.” 

 

During regular audit of the accounts of National Insurance Company Limited (NICL), 
Karachi for the year 2022, it was observed that Pakistan International Air Lines (PIA) had got the 
fleet insurance policy for the period of 2019-20 through NICL. It came to notice  that the 
international underwriter and broker were issued notices of cancellation of the fleet insurance 
policy due to non –payment of due premium to the insured i.e PIA. Therefore, to avoid any 
unpleasant situation, PIA had released USD 3.279 million of 1st and 2nd installments respectively 
to the directly insurance broker M/s Marsh Limited with the consent of NICL. Further, in case of 
cancellation of fleet insurance which required immediate grounding of the aircraft and had the PIA 
finance department not acted promptly, the risk would have been exposed. 
 

Further, it has learnt from the record that PIA pursued to PRCL/NICL vide letter dated 17th 
August,2020 for releasing the 3rd installment which was duly released y PIA on 23rd July ,2020. In 
the letter ,PIA had taken plea that due to non-payment of 3rd installment, the broker again issued 
cancellation notices of the insurance coverage of the fleet. As per record the 3rd installment was 
due on 15th July,2020. The situation was very unfortunate and damaging for the PIA and PIA 
requested to immediately release payment of 3rd installment to underwriters. 
 

By considering of above fact, NICL did not act as required under these circumstances and PIA had 
to pay directly premium of 1st & 2nd installment to the international broker whereas premium 
should have paid/routed through NICL and PRCL. 
 

Audit was of the view that management did not perform the duty in a true professional 
manner, which reflects weak internal control. 

The matter was reported to the management through observation memo dated 27-10-2023. 
However, no reply was received till close of audit. 
 



2. Procurement/Contracts 

2.1; - Unjustified procurement against austerity measures of Finance Division Rs.7.317 
            As per Finance Division memorandum No.7(1)Exp.iv/2016-440 dated 15-07-2021section 

(iv) Principal Accounting Officers (PAOs) will ensure rationalized utility consumption i.e., 
electricity, gas, telephone, water etc and the expenditure on purchase of assets, repair & 
maintenance and all other operational expenditures shall be kept at bare minimum level while 
remaining within the budgetary allocation for the financial year. 

During the scrutiny of record of National Insurance Company of Pakistan for the year 
2022, it was observed that following items were procured by the management against the 
austerity measures of Finance Division mentioned above. The detail is as under; 
S.No Item PO.No Amount Rs. 
1. Gym. Equipment NICL/Admn/HO/2022 dated 

10-03-2022  
3,431,177 

2. SIP Truck Connectivity 
and Ip-PABX at NICL 
Karachi, Lahore and 
Islamabad for three years. 

NICL/PTCL/Admn//2022 dated 
31-01-2022  

3,886,054 
(1,186,054 and 2,700,000 
(75,000pm x 36month) 

  Total  7,317,231 
 
Audit is of the view that management have failed to observe austerity measures as 

required under above instruction of Finance Division. The same needs justification.  
Audit recommended fixing responsibility on the person responsible for non-compliance of 
Finance Division directives. 

The matter was reported to the management through observation memo dated 23-10-
2023. However, no reply was received till close of audit. 
 
 
 2.2; - Non –transparent award of contract- Rs. 7.538  million 
 Public Sector Companies (Corporate Governance), 2013 Rules in Section 4(3) “Role of 
Chief Executive” states “the chief executive is responsible for the management of the Public 
Sector Company and for its procedures in financial and other matters, subject to the oversight 
and directions of the Board, in accordance with the Ordinance. His responsibilities include 
implementation of strategies and policies approved by the Board, making appropriate 
arrangements to ensure that funds and resources are properly safeguarded and are used 
economically, efficiently and effectively and in accordance with all statutory obligations.” 

As per PPRA 2004 rule 12 (2) All procurement opportunities over two million rupees 
should be advertised on the Authority’s website as well as in other print media or newspapers 
having wide circulation. The advertisement in the newspapers shall principally appear in at least 
two national dailies, one in English and the other in Urdu.    
           During the scrutiny of the records of NICL for the year 2022 it was observed that the 
management awarded a contract for supply of diesel for 2000 KVA Generator, during the year 
2022. No signed agreement was found available in relevant file between the parties. Further 
scrutiny of the records revealed that no open competitive bidding process through press tender 
was adopted by the management as required in above mentioned rule. The detail of contract is as 
under; 

Annex-D 



 Audit is of the view that open competitive bidding process through press tender is a 
mandatory requirement for procurement over two million which was not adopted by the 
management in above cases thus management violated PPRA Rules. This needs to be justified.  

The matter was reported to the management through observation memo dated 23-10-
2023. However, no reply was received till close of audit. 

 
2.3- Violation of rule due to non- uploading procurement plan on PPRA websites Rs. 32.838 
million  
           According to the Rule-12 (9) of PPRA-2004 “with  the prior approval of the Federal 
Government, a procuring agency shall announce in an appropriate manner all proposed 
procurement for each financial year and shall proceed accordingly without any splitting or 
regrouping of the procurements so planned. The annual requirements thus determined would be 
advertised in advance on the Authority’s website as well as on the website of the procuring 
agency in case the producing agency has its own website. 
 

During the scrutiny of the record of NICL for the year 2022, it was observed that PPRA-
2004 has defined certain procedure of procurement including publication of procurement plan on 
PPRA website. No formal procurement plan was advertised in advance for the year under 
review. The rule requires the management to announce all proposed procurements for each 
financial year in an appropriate manner on PPRA website and may proceed accordingly without 
any splitting or regrouping of the procurements so planned. 
 Audit is of the view that the requisite annual procurement plan for the year 2022 was not 
advertised on PPRA website which is a violation of above-mentioned rule and need to be 
justified. The non-existence of the procurement plan has given birth to split procurements which 
is against economy and the value for money. Further, non-compliance of the PPRA-2004 rule, 
procurements made for the year 2022 which was not fair and transparent manner which also lost 
the procurement objective to bring the value for money to the procuring agency.   
 
Audit Recommends: 

1. The inquiry may be conducted for the non-compliance to the publication of the 
procurement plan and fixing responsibility thereto. 

2. Procurement plan must be advertised in future as per rules 
The matter was reported to the management through observation memo dated 27-10-

2023. However, no reply was received till close of audit. 
 
2.4;- Mis-procurement of I.T equipments on splitting basis – Rs. 32.838 million 
 

As per PPRA 2004 rule 12 (1), Procurements over five hundred thousand Pakistani Rupees 
and up to the limit of three million Pakistani Rupees shall be advertised on the Authority’s 
website in the manner and format specified by regulation by the Authority from time to time. 
These procurement opportunities may also be advertised in print media, if deemed necessary by 
the procuring agency. Further, Rule 9 of PPRA Rules, 2004, states that save as otherwise 
provided and subject to the regulation made by the Authority, with the prior approval of the 
Federal Government, a procuring agency shall announce in an appropriate manner all proposed 
procurements for each financial year and shall proceed accordingly without any splitting or 
regrouping of the procurements so planned. The annual requirements thus determined would be 



advertised in advance on the Authority’s website as well as on the website of the procuring 
agency in case the procuring agency has its own website.” 

During audit of National Insurance Company Limited (H.O) Karachi for the year 2022, it 
was observed that management purchased Furniture & Fixture, Electric Equipment’s, , I.T items, 
furniture, computer peripherals and Misc items for building and incurred expenditure of Rs. 
32.838 million by splitting up. Detail is as under.   

                                                                                                        (Rupees in millions) 
S.No Title of Items Amount 
01 I.T Equipments and Hardware 4.863 
02 Computer Peripherals & Toners 5.905 
03 Furniture and Fixture 3.749 
04 Misc Building Items 18.321 
                                   Total                                 32.838 

3.  

Audit was of the view that the above mentioned items were of routine nature and should have 
been procured through one time open tendering process, resultantly the benefit of economical 
procurements could have been achieved. Thus, organization was deprived of the benefit from the 
competitive rates and undue favour was extended to the suppliers by ignoring competitive 
bidding process at the cost of funds of the Corporation.  Thus, procurements of different items 
valuing to Rs.32.838 million were held irregular as these procurements were splitting up and in 
violation of PPRA 2004. 

Audit recommends making sure the compliance of the PPRA rules 2004, under intimation to 
audit. 

The matter was reported to the management through observation memo dated 27-10-2023. 
However, no reply was received till close of audit. 

 
2.5;- Irregular expenditure through splitting - Rs. 18.454 million  
 According to Clause -09 of PP Rules-2004, a procuring agency shall announce in an 
appropriate manner all proposed procurements for each financial year and shall proceed 
accordingly without any splitting or regrouping of the procurements so planned. The annual 
requirements thus determined would be advertised in advance on the Authority’s website as well 
as on the website of the procuring agency in case the procuring agency has its own website. 
Moreover, according to clause-12(2) of PP Rules-2004, all procurement opportunities over two 
million rupees were required to be advertised on the Authority’s website as well as in other print 
media or newspapers having wide circulation. The advertisement in the newspapers shall 
principally appear in at least two national dailies, one in English and the other in Urdu 
 During the audit of National Insurance Company Limited (NICL) Karachi for the year 
2022, it was observed that management hired the services of thirty five (35) contractors for the 
civil work carried out on different floors and parking area of NICL building, Karachi. The 
management incurred expenditure of Rs. 18.454 million through petty transactions during 2022. 
No other documents regarding prequalification process and tender process for financial bids was 
available in the files provided to audit which showed that no tender process was adopted and the 
whole work was irregularly executed by splitting the same to avoid tender process. Few example 
of renovation work executed on the floors of NICL building is as under: 



4. (A) 

 
In view of aboveAudit is of the view that the contracts valuing Rs. 18.454 million were awarded 
in non-transparent manner, in violation of Public Procurement Rules 2004.NICL was also 
deprived of the benefits of competitive which needs justified. 

The matter was reported to the management through observation memo dated 23-10-

2023. However, no reply was received till close of audit. 
 

S # Name of 
Contractor 

Detail of Contract Value of 
Contract 

1 Sky Line 
Renovation addition work at 2nd floor 

                     
1,816,052  

2 Sky line Maintenance of CEO Executive washroom 
work at 4th floor 

                        
146,250  

3 Sky line Additional work of renovation at 2nd floor 
right wing 

                           
499,064  

4 Sky line Repair of executive dining hall and polish of 
CEO room4th floor 

                           
257,400  

5 Sky line Renovation work for change work station 
wallet fabric at 2nd floor right wing 

                             
74,880  

6 Sky line Renovation/ addition work at 2nd floor                     
2,210,818    

Sub-Total                         
5,004,464 

    

   
 

1 AB Services Excavation and fixing of pipe in Gen room 65,000 
2 AB Services Paint work at sports hall, Gem area 12th floor 168,500 
3 AB Services Providing & Appling chemical polishing 

on12th floor Gem area 
83,620 

4 AB Services Repair of vehicle parking shade on ground 
floor 

262,200 

5 AB Services Repair work of walk way envicrete, flower pot 
area, main sewerage wall 

49,500 

6 AB Services Coloring the frount wall with distemper along 
with oil paint at main gate of 10 Acre plot 

305,000 

7 AB Services Renovation work at wash room at 14th floor 475,000   
  Sub-Total 1,408,820   



3. Assets/Inventory management  
3.1; - Non-existence of salvage management function 

 As per code of corporate governance for insurance companies 2016 section (xiii) The 
Board of Directors must establish a system of sound internal control, which is effectively 
implemented at all levels within the insurer; 

During the scrutiny of record of National Insurance Company of Pakistan for the year 
2022, it was observed that multiple control weaknesses existed in salvage management process 
which may resulted into low salvage income and high risk of fraud & misappropriation of 
salvage assets. Currently, all the process of receiving, management and disposal of salvage 
assets are being performed by claim department instead of a separate department. This lead to 
conflict of interest at the level of claim department being the sole process owner from claim 
settlement till salvage management. Further, the management has not defined cases or nature 
of claims in which salvage collection is mandatory in order to avoid fraudulent claims. In 
addition the management has not defined the rule of minimum deduction percentages for claims 
having lower salvage value. There is also need to have a designated salvage site. Currently, the 
salvage assets are placed at multiple sites. 

Audit is of the view that in presence of above control weaknesses, there is a risk of 
misappropriation of salvage assets received by the company. Further, there is also a risk of loss 
of salvage income due to lower deduction in claim amount and deterioration of salvage assets 
condition. 

Audit recommended implementing salvage policy in the company, segregate the duties 
of salvage receipt, maintenance and disposal and designating salvage sites for restricting 
placement and due care of salvage assets. 

The matter was reported to the management through observation memo dated 23-10-
2023. However, no reply was received till close of audit. 

 
3.2; - Non-recovery of rent from M/s. Bearing Point: Rs 40.668 million           
 Public Sector Companies (Corporate Governance), 2013 Rules in Section 4(3) “Role 
of Chief Executive” states “the chief executive is responsible for the management of the Public 
Sector Company and for its procedures in financial and other matters, subject to the oversight 
and directions of the Board, in accordance with the Ordinance. His responsibilities include 
implementation of strategies and policies approved by the Board, making appropriate 
arrangements to ensure that funds and resources are properly safeguarded and are used 
economically, efficiently and effectively and in accordance with all statutory obligations.” 
 

Rule.5.(1)of Public Sector Companies (Corporate Governance) Rules, 2013 state that  
the Board shall exercise its power and carry out its fiduciary duties with a sense of objective 
judgment and independence in the best interest of the company.  

 

During the scrutiny of the records of NICL for the year 2022, it was observed that the  
Estate Department rented out the 10th’ floor (Both Wings )of NIC building, Karachi having 
covering area of 10534 square feet to M/s. Bearing Point at the monthly rent of Rs.88.511 per 
square meter in 2004. As per terms and conditions of the agreement the rent was payable in 
advance for a period of eleven months. 
 

 Repayment performance of the tenant has been poor since 2013. As a result, an amount 
of Rs.40, 668,276 is outstanding against the tenant. The management has filed a civil suit 
against the tenant M/s. Bearing Point for recovery of dues in Sindh High court in 2018. Case 
is pending in the Court. Audit is of the view that the management should take concrete steps to 
recover rent from tenant under intimation to audit. 

The matter was reported to the management through observation memo dated 23-10-
2023. However, no reply was received till close of audit. 
 
3.3;- Non-recovery of outstanding rent from tenants: Rs 63.452 million           
 

Public Sector Companies (Corporate Governance), 2013 Rules in Section 4(3) “Role 
of Chief Executive” states “the chief executive is responsible for the management of the Public 
Sector Company and for its procedures in financial and other matters, subject to the oversight 
and directions of the Board, in accordance with the Ordinance. His responsibilities include 
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implementation of strategies and policies approved by the Board, making appropriate 
arrangements to ensure that funds and resources are properly safeguarded and are used 
economically, efficiently and effectively and in accordance with all statutory obligations. 
 

During audit of National Insurance Company Limited (Head Office) Karachi for the 
year 2022, the scrutiny of relevant record revealed that amount of Rs.63.448 million is lying 
outstanding against the tenants occupied the space on rent in NICL building at Karachi. Detail 
of outstanding amount is as under. 
              (Rupees in millions) 

S.No Name of tenants Outstanding Rent 
01 M/s Sindh Education Foundation  3.480 
02 M/s Nespak 41.293 
03 M/s Zeeruk International (Pvt) Ltd 2.544 
04 M/s Federal Tax Ombudsman 3.476 
05 M/s Pakistan Software 1.738 
06 M/s Universal Services Fund 3.756 
07 M/s Information Technology 1.878 
08 M/s Population Welfare 3.370 
09 M/s  Sofstica Solution (Pvt) Ltd 1.643 
10 NIC Bungalow No 41/All 0.270 
 Total 63.448 

 
The above position clearly transpires that huge outstanding amount of Rs.63.448 

million is lying un-recovered against the tenants. The outstanding amount in some cases is 
recoverable for the last two to eight years .The outstanding amount against the tenants indicates 
slackness of the management with regards to the timely recovery of rent. 
 

Audit is of the view that recovery of outstanding amount could not be realized due to 
poor pursuance of the management.  
 
Recommendations: 
 

1. Reasons/circumstances, under which the outstanding amount of rent could not be 
recovered, may be intimated to Audit. 

2. Efforts so far made for the recovery of outstanding amount, mat be furnished. 
3. Effective measures may be taken for recovery of the same, under intimation to Audit. 

The matter was reported to the management through observation memo dated 23-10-
2023. However, no reply was received till close of audit. 
 
3.4; - Non-recovery of outstanding rent from overseas tenants: Rs 13.99 million           
 

Public Sector Companies (Corporate Governance), 2013 Rules in Section 4(3) “Role 
of Chief Executive” states “the chief executive is responsible for the management of the Public 
Sector Company and for its procedures in financial and other matters, subject to the oversight 
and directions of the Board, in accordance with the Ordinance. His responsibilities include 
implementation of strategies and policies approved by the Board, making appropriate 
arrangements to ensure that funds and resources are properly safeguarded and are used 
economically, efficiently and effectively and in accordance with all statutory obligations. 
 

During audit of National Insurance Company Limited (Head Office) Karachi for the 
year 2022, the scrutiny of relevant record revealed that amount of AED 251,089 equivalents to 
Pak  Rs.13,809,895 is lying outstanding against the overseas tenants, occupied the space on 
rent in Liberty House ,DIFC , Dubai. Detail of outstanding amount is as under. 
 





4. Human Resources 
  

4.1-Irregular enhancement in house rent and Utility Allowance-Rs28.829 million 
According to Rule-5(5)(a) of the Public Sector Companies (Corporate Governance) Rules, 

2013, the principle of probity and propriety entails that company's assets and resources are not 
used for private advantage and due economy is exercised so as to reduce wastage. The principle 
shall be adhered to, especially with respect to handling of public funds, assets, resources and 
confidential information by directors, executives and employees and claiming of expenses 

During audit of National Insurance Company Limited (H.O) Karachi  it was found that the 
management, , enhanced house rent allowance from 40% to 45% and utility allowance from 10% 
to 12.5% on running basic pay without the approval of the Board. Resultantly excess amount was 
paid Rs.28.829 million on account of house rent Rs.20.88 million and utility allowance Rs.7.9484 
million to officers/officials of NICL during the year 2022.  

Hence increase in House Rent and utility allowance without approval of the BoD is treated 
as irregular. 

Audit is of the view that the management should not have increased the allowances without 
the approval of the Board. 

Audit recommends that allowance may be got regularized from the competent authority.  
The matter was reported to the management through observation memo dated 27-10-2023. 

However, no reply was received till close of audit. 
 

4.2- Un-authorized payment of pension to non-entitled employee- Rs 11.290 million 
As per  NIC (Re-organization) Ordinance, 2000 Transfer of employees from the Corporation to 
the Company.(1) All whole time employees of the Corporation who had continuously served for a 
period of not less than six months before the effective date shall be transferred to, and become the 
employees of the Company, hereinafter referred to as the “Transferred Employees”, on the same 
terms and conditions, including remuneration, tenure of office, rights, perquisites, privileges, 
pension benefits, gratuity, provident fund, group insurance and other matters, as were applicable 
to them immediately before the effective date. (2) No person transferred to the Company pursuance 
to sub-section (1) shall be entitled to any compensation as a consequence of transfer to the 
Company. (3) The terms and conditions of service of any Transferred Employee shall not be altered 
adversely by the Company except in accordance with the laws of Pakistan or with the consent of 
the Transferred Employees and the award of appropriate compensation. 
During the audit on the accounts of National Insurance Company Limited (NICL) Karachi for the 
year 2022 it was observed that management had disbursed pension of Rs.11.290 million to non-
entitled ex-employees i.e Mr.Aamir Qureshi, Ex-Chief Manager since June 09th,2016.  
Moreover, the NICL BoD clearly directed that Mr.Sad Shah and Mr.Aamir Qureshi were 
employed post year 2000 are considered as MSP employees who are not entitled for pension vide 
minutes of   94th meeting held on May 06th,2017.Detail of payment made on account of pension is 
as under 

S.# Period Per .month Increased 
10% 

Per.Year 

01 09.06.2016 To 08.05.2017 82,274  987,288 
   8,227  
02 09.05.2017 To 08.04.2018 90,501 9,050 1,086,016 
03 09.04.2018 To 08.03.2019 99,551 9,955 1,194,613 
04 09.03.2019 To 08.02.2020 109,506 10,950 1,314,072 
05 09.02.2020 To 08.01.2021 120,456 12,046 1,445,479 
06 09.01.2021 To 08.12.2021 132,501 13,250 1,590,019 
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Further , Mr.Aamir Qureshi was absorbed in NICL after 2000 when Corporation changed 
as Company as per NIC ((Re-organization) Ordinance, 2000. 
 
          Audit is of the view that disbursement of pension Rs.11.290 million irregular as the payment 

of pension was made in violation of directives of BoD and rules. 

The matter was reported to the management through observation memo dated 27-10-2023. 
However, no reply was received till close of audit. 

 

4.3- Unproductive role of HR Department 
Public Sector Companies (Corporate Governance), 2013 Rules in Section 4(3) “Role of 

Chief Executive” states “the chief executive is responsible for the management of the Public Sector 
Company and for its procedures in financial and other matters, subject to the oversight and 
directions of the Board, in accordance with the Ordinance. His responsibilities include 
implementation of strategies and policies approved by the Board, making appropriate 
arrangements to ensure that funds and resources are properly safeguarded and are used 
economically, efficiently and effectively and in accordance with all statutory obligations.” 

During audit of National Insurance Company Limited (Head Office) Karachi for the year 
2022, it was observed that HR department of NICL have several deficiencies, some instances are 
as under; 

a. Outdated HR manual 
b. Unclear policy / guidelines in the HR manual regarding perquisite of the officials and 

officers  
c. Lack of jobs description 
d. Lack of relevant fields expertise of HR  
e. Non-frequent training of the employees NICL  
f. Lack of succession planning 
g. Lack of performance appraisal procedures  
h. No proper filling system adopted 
i. Non availability of cadre wise sanctioned strength 
j. Additional charge given to different department heads, which results in affecting the 

functions of both departments 

Further, management has instance on sanctioned strength that Board of Director approved 
750 as total strength of NICL without mentioning the cadre wise breaks up.  

Audit is of the view that the Board did not approve cadre wise sanctioned strength since 
long which clearly depict that Board remained unable to perform fiduciary duties. Further, JD`s 
for all posts were not available and performance appraisal procedures were not observed. Rotation 
policy for employees was not implemented due to large numbers of employees have been working 
at the same job since appointment. This is a great concern which dire needs to address immediately 
so human resource of company get to be strengthened and they could deliver optimal result to the 
company.  

Audit recommends updating HR manuals with all its core contents and approved cadre 
wise sanctioned posts. Besides, bonus should be fixed on performance basis and job rotation policy 
should also observe in the best interest of company. The matter needs clarification for not adopting 
above directives. 

The matter was reported to the management through observation memo dated 27-10-2023. 
However, no reply was received till close of audit. 
 

07 09.12.2021 To 08.11.2022 145,751 14,575 1,749,012 
08 09.11.2022 To 08.10.2023 160,326  1,923,912 
 Total 940,866        78,053 11,290,411 




















