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Directors’ Report 2016

Bismillahir Rahmanir Raheem
Assalamu Alaikum

Dear Shareholders,

On behalf of the Board of Directors of Pragati
Insurance Limited, I am delighted to extend a warm
welcome to you to this 31* Annual General Meeting
of the company. I further take the pleasure of placing
to you the Annual Report, the Audited Financial
Statements and the review of your company’s
activities for the year ended 31* of December 2016.

Global Outlook

Global growth for 2016 is estimated at 3.1 percent, as
projected in the October 2016 forecast by International
Monetary Fund (IMF). Further to that, the latest
global economic outlook predicts economic activity
in both advanced economies and emerging economies
to accelerate in 2017, with global growth projected to
be 3.4 percent and 3.6 percent respectively.

After achieving a decent growth of 2.6 percent in 2015
and 2.4 percent in 2014, the US economy contracted
to 1.6 percent in 2016. Much of the slow growth in
2016 is attributed on tame business investment, as
historically low oil prices during most of 2016 brought
development in the U.S. energy sector to a halt.

European economies are projected to continue growing
at a relative steady pace in 2016. While the market
response to the Brexit shock was encouragingly calm,
the final result remains very uncertain, as the fate
of trade and institutional arrangements between the
European Union and the United Kingdom is unclear.
The Russian economy recessed in 2016 while dealing
with low oil prices and the western sanctions against
it due to its annexation of Crimea. Economies of
the Commonwealth of Independent States that are
dependent on Russian economy were also affected
but are projected to grow slowly in 2016 and gather
momentum in 2017.

According to IMF, the aggregate GDP in Latin
America and the Caribbean is projected to shrink in
2016. Brazil, Latin America’s largest economy, is
in the midst of its longest recession since the 1930s.
Brazil’s economy shrank 3.8 percent in 2016 and the
IMF now forecasts the economy to continue to shrink
and fall further 3.3 percent in 2017. The cause of
this recession is mainly due to the lack of structural
reforms, political crisis and dipping oil prices.

Higher growth is projected for the Middle East, but lower
oil prices, and in some cases geopolitical strains and
domestic conflict will continue to burden the outlook.
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Stronger Sub-Saharan African nations of Angola,
Nigeria and South Africa will see a gradual pickup in
growth, but with lower commodity prices.

Growth in emerging market and developing economies
is projected to increase from 4 percent in 2015—
lowest since the 2008-09 financial crisis—to 4.3
percent to 4.7 percent in 2016 and 2017 respectively.

Progress in China is expected to measure up to 6.3
percent in 2016 and 6.0 percent in 2017, mainly due to
weaker investment growth as the economy continues
to reshape. The IMF projects that the Indian economy
and the other emerging Asian economies will grow
robustly in 2016. However, these economies will feel
the effects of the Chinese economic rebalancing and
global manufacturing weakness. The IMF predicts a
robust growth rate of 7.6 percent for India’s economy
in 2016 and 2017.

Bangladesh Outlook

GDP Growth - After languishing in an average of
6 percent growth for almost a decade, Bangladesh
economy finally posted up a 7.1 percent GDP growth
during 2016, which is about 0.5 percent points above
the 6.6 percent growth that was achieved in 2015. A
further growth up to 7.2 percent in predicted for 2017.
The growth was largely possible due to sustained
macro stability, disinflation and rising reserves.

Year-on-year inflation came down to 5.5 percent
in 2016 as opposed to 6.3 per cent in 2015. The
decline in inflation is mainly due to the reduction in
food inflation, which benefitted from a healthy rice
harvest, the drop on the international food prices and
the stability in the currency exchange rate.

a) According to areportby Bangladesh Bank, Agriculture
accounts for 15.4 percent of GDP and it grew by 2.8
percent in 2016, down from 3.3 percent in 2015 and
4.4 percent in 2014, due mainly to weaker growth and
higher input cost in crops and horticulture sub-sector.

b) Remittance inflow to Bangladesh decreased by 2.5
percent in 2016. Falling oil prices in the Middle East
resulted in the lack of investment and construction
which primarily was the reason for the receding in
Remittance.

c) Industry Growth was achieved at 11.1 percent, up
from 9.7% in 2016, and was supported by a steady
expansion in electricity generation, mining and
quarrying, and construction. Industry share to GDP
was 31.5 percent in 2016.
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d) Services growth enhanced to 6.2 percent from 5.8% in
2015. The services sector provided the largest share to
the GDP (53.1) percent in 2016.

e) On the other hand, private investment was higher that
public investment. Total investment equaled 29.7
percent of GDP, as opposed to 28.9 percent in 2015.

f) According to an Export Promotion Bureau report,
Bangladesh finally achieved and exceeded its Export
target for 2016, which posted a 10 percent increase
from the previous year to end up at US$ 34.24 billion.

Non-life Insurance Industry outlook

The growth of non-life insurance premium was
significantly down in 2015 from the previous year. In
2015, this growth was less than 1 per cent as opposed
to the growth of 10 per cent each year in 2014 and
preceding years. Bangladesh’s 45 non-life insurers
earned BDT 32.25 billion (US$ 410.35 million) in
premiums for 2015.

Although the industry statistics for 2016 have not
been published yet, it is predicted that growth will be
subdued.

Operational Results

Performance of Pragati Insurance Limited in 2016,
Compared to 2015 are depicted below:
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INSURANCE LTD.

) 205 A ERI TS Q85 Tfers 20T v.2% T WdE

T 2 €6 % | 030 A GT6 TS FACHCR @
SRWE (AR CTAT 4TS 4 AT ¢9.5% |
8) SoRE IfEsts Ars [fFweR Afwe oo swe
fif s o @ @b [ kw9 @9
35.9% TN 05¢ TR AWr.5% (F ANSTH FCF (R |
5) ST N S PRIF O SR 1L
DOITSICI ©fF 7T A PCACR G 05 A T
THAE Ao FACR, A RIS 2R HI2Te d0%
@M | @3 fLF AT 08,38 [fere TFT a7 |
e TR I Fiew Ha
FETST IYER BIZCS 03¢ T AF-AZT A Al
SRR R | 2058 A T afedwd 0% W
feifSms 3 were 2050 A G2 Ifw 3% *roime s
T AR | ST 8¢T TH-T I @A 205¢
I &ATF 02.3¢ Rfeww Bt (80.9¢ fferem ¥ werg)
farfsms T m = A |
I8 @ e AENTH TH-A12T AT AL
YIS 2, SRANS SN I TR @ S 2
“Afe 3 o |

Hfere Ferieee
205¢ R AR 05 A Wero Fewce ALHS
w2foq N8 mewt =@ |

Million (Taka) INGRORAEIE

N o .| I o % e

Gross Premium 1542 1512 +2% o fAfS= @8 S +3%

Net Premium 638 607 510% | | fafswm Lo voq ¢.50%

Underwriting Profit 93.66 23.63 | 296.36% O[T Y=l 9.VY 9. L V0%

Net Profit-Gross 186.26 121.71 53% | |G YA SrL.RY | 5R3.9Y 9%
Gross Premium Income a1 faifirs w

In 2016 Pragati Insurance Limited achieved significant
success in earning gross premium of Tk.1542 million.
Gross premium income increased by Tk.30 million
registering a growth of 2% compared to previous year.

CLASS WISE PREMIUM

Fire Insurance

The Company had underwritten a total fire insurance
premium of Tk.676.44 million as against Tk. 679.25
of last year. After payment/provision for re-insurance
premiums, claims and management expenses the
company has incurred underwriting loss of Tk.38.95
million against underwriting loss Tk.83.63 million of
last year.

Marine Insurance
In the year 2016 gross premium earning in Marine
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insurance including Marine Hull was Tk.528.11
million against Tk.531.82 million of the year 2015.
After providing for re-insurance and claims, we have
earned underwriting profit of Tk.38.63 million against
last year’s underwriting profit of Tk.25.15 million.

Miscellaneous Insurance

From miscellaneous insurance business our total gross
premium income in 2016 was Tk.338.04 million (both
in Motor and Miscellaneous departments) against Tk.
301.54 million in 2015. After meeting expenses for
re-insurance, claims and management expenses, we
have earned underwriting profit of Tk.93.98 million
against Tk.76.83 million in 2015.

Investment Operation

Pragati Insurance Limited has concentrated its focus
on diversifying its investment portfolio. Despite
facing all the odds the company has earned Tk.0.50
million as capital gain out of share trading in 2016
against Tk.15.24 million in 2015.

Contribution National Exchequer

During the year under report Pragati Insurance Limited
has deposited Tk.229.35 million to the Government
Exchequer as Corporate Income Tax, Withholding
Tax, Stamp Duty and VAT.

Income Distribution

Underwriting Profit of non- life insurance Company is
not at desired level due to ever increasing operational
and other expenses. Growth of insurance company
is also dependent on in its investment income. It is
therefore important to explore all avenues to raise the
return from investment. However, due to increase
in income from share trading business and rental
income the company’s net profit before tax stood at
Tk.186.26 million against Tk.121.71 million in the
year 2015. The net profit before tax has been proposed
for appropriation as follows:

Reserve for Exceptional Losses 47.89
Provision for Income Tax 53.90
Balance available for distribution 84.48

Taking into consideration the financial position and
working capital requirement for smooth running of the
company and with an aim to have a steady growth in
per share dividend, the Board of Directors of Pragati
Insurance Limited recommended 10 % cash dividend
to the shareholders of the company for the year 2016.
The whole scenario will look as follows:
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Divisible Profit 84,483,260 A5 T 205 b8,8b:9,3b0

Less: Cash & Stock Dividend for the year | 83,400,509 Qe TV @ 5T TSR 79.800.C05

Balance to be carried forward for | 1,082,751 ’ >

the next year T 12fS “rref q=q 9,0bR,4¢d
Credit Rating (@B cafbe

Credit Rating of Pragati Insurance Ltd. was carried
out by National Credit Ratings Limited for the year
2016-2017 and their assessments are as follows:

Long Term AA+
Short Term ST-1

Apart from the above, the rating Agency also
highlighted the following salient features of the
Company:

* Steady increase in Gross Premium income

* Capacity to meet claim demand of policyholder

* Decrease in claim due to Quality underwriting
expertise

* Strong reserve base

* Introducing corporate governance issues and
guidelines for compliance with the regulations of
IDRA and BSEC.

Board of Directors

In accordance with Articles 105 and 106 of the
company’s Articles of Association, the under-noted
Directors shall retire from Group-A by rotation.

1. Mr. Abdul Awal Mintoo

2. Mr. Abdul Monem

3. Mr. Khalilur Rahman

4. Mr. Md. Syedur Rahman Mintoo

In accordance with articles 105 and 106 of the
company’s Articles of Association, the under-noted
Directors from Group-B Shareholders shall retire
from the office by rotation.

1. Mrs. Nigar Jahan Chowdhury

2. Mr. Nasir Latif

To fill up the 2 (two) vacancies, notice was published
in the newspaper as per insurance rule relating to
election of Public Shareholder Director’s.

The 2 (two) shareholders i.e. (i) Mrs. Nigar Jahan
Chowdhury and (ii) Mr. Nasir Latif submitted their
nomination papers within the stipulated time. Since
no-body else has submitted any nomination papers so
they will be taken as elected Directors from Group-B

shareholders in the 31 Annual General Meeting to
held on 14" June,2017.
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In accordance with BSEC Guidelines dated 7" August
the following Independent Director shall be retired
and eligible for re-election.

1. Mr. Mahbub Anam - Independent Director

In accordance with the above BSEC’s Guidelines
Mr. Mahbub Anam completed the terms of office of
the Independent Director for one term only. Now, he
expressed his willingness for re- election of another
term i.e. 3(three) years only.

This is being placed before the Board of Directors
for their kind approval of Mr. Mahbub Anam for re-
election as Independent Director for another term in
the Company. But the Board has not considered the
re-election of Mr. Mahbub Anam as Independent
Director in the Company . Accordingly he will be
retired in the ensuing 31* Annual General Meeting of
the company.

Board meeting and Audit Committee meetings

10(ten) meetings of the Board of Directors and 7
(Seven) meetings of the Director’s Audit Committee
were held during the year 2016. Details are given
below in comparison to last 3 years:

Board of Director’s 10 6 8
Directors Audit Committee 07 6 8

Audit Committee

The Audit Committee of the company met 7(seven)
times during the year and reviewed the followings
with special emphasis on compliance of respective
recommendations:

1. Audit and inspection Report (s) of the Audit Team
and External Auditors.

2. Ensuring an effective Risk Management system
of the Company through ongoing review of the
company’s internal control system.

3. The financial statements of the company for 2016
audited by the External Auditors.

4. Stressing on the importance of the Compliance
Culture within the Company.

This is to confirm that the company’s Audit Committee
is constituted as per terms & condition of BSEC’S
Circular # CMRRCD/2006-/ 158/Admin/4308 dated
August 7, 2012
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Corporate Governance Compliance Status

Pursuant to the clause 7(ii)of the BSEC Notification
No.: SEC/CMRRCD/2006-158/134/Admin/44 dated
August 7,2012 we attach the Company’s compliance
status as Annexure-1.

Auditors

M/S. MAHFEL Huq & Co, Chartered Accountants
was appointed as External Auditors of the company
for the year 2016 at the 30™ Annual General Meeting.
They have audited the books of account for the period
covering 1* January, 2016 to 31* December 2016.
This is the 3 year that MAHFEL Huq & Co has
audited the Financial Statements of the company.

It is noted that M/s. Mahfel Huq & Co. completed
consecutive period of 3(three) years for auditing
the Company’s Accounts as per the listing Rules
of DSE the Company shall not appoint any firm
of Chartered Accountant as its’ Statutory Auditor
consecutive period exceeding 3(three) years. In this
connection we have published an advertisement for
appointment of External Auditor for the year 2017 in
the 2(two) National Dailies i.e. the Financial Express
and Dainik Janata as on 9" April, 2017.

In response to this advertisement 11(eleven) Nos. of
Chartered Accountants firm submitted application(s)
for appointment of External Auditor in the Company
for the year 2017. The Board of Directors has
recommended M/s Hoda Vasi Chowdhury & Co,
Chartered Accountants Firm for appointment as
External Auditor in the Company for the year of
2017 which will be palced in the 31* Annual General
Meeting for approval of the shareholders.
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Ltd (RTV), Maasranga Television, ICDDRB,
Pacific Jeans Group of Companies, HKD Group of
Companies, Jayson Group, Aristopharma Ltd, Karim
Group, Bashundhara Group, Square Air, DBL Group,
MIJL Bangladesh, MJL. (Mobil), Saad Musa Group,
Grameen phone Ltd, Esquire Group, Mir Group,
Pedrollo (NK) Ltd, PHP Group, Rahimafrooz Group,
Envoy Group, Givensee Group, Maksons Group,
M.I. Cement Factory Ltd. (Crown Cement), Olympic
Group, Robintex Group, Shanta Group, T.K. Group,
Healthcare Pharmaceuticals Ltd. Khulna Power
Company Ltd, Khan Jahan Ali Power Co. Ltd, NEPC
Consortium Power Ltd, Summit Group, United
Power, High-Speed Navigation Co. Ltd, RZ Power,
Shajhnullah Power Generation Co. Ltd, G.B.B Power
Ltd, Desh Engergy Ltd, Eurostar Shipping Ltd,
Peoples Shipping Ltd, Summit Shipping Ltd, Sealink
Shipping Co, Poseidon Enterprise, Brave Royal
Shipping, Central Navigation, Ace Bi Cycle (BD)
Ltd, Denim Plus (BD) Ltd, Excelsior Shoes Ltd, Jay
Jay Mills (BD) Pvt Ltd, J & J Industries Ltd, Jemina
Accessories Ltd, Luna Lite Co. (BD) Ltd, Mamiya Op
(BD) Ltd, Meghna Accessories Ltd, Merim Co. Ltd,
Mitali Textile Industries (BD) Ltd, Modern Towels
(BD) Ltd, Multi Sath Bags Ltd, MZM Textile Ltd,
Padma Industries Ltd, Papella Shoe Ltd, Premier
1888 Ltd, Sanko Optical Co. (BD) Ltd, U-Jin Led Co.
(BD) Ltd, Van Green (BD) Ltd, Kadena Sports Wear
(BD) Ltd, Jute Spinners Ltd, Nawab Abdul Malek
Jute Mills (BD) Ltd, Quality Feeds Ltd, Bangladesh
Cricket Board, Grameen Shakti, Independent
University Bangladesh, National Polymer Industries
Ltd, Paxar (BD) Ltd, Care Bangladesh, Bangladesh
Edible Oil Ltd, CEAT Bangladesh Ltd, Ruby Food
Products, Ahad Jute Spinners Ltd, State Bank of India,
Embassy of the United Arab Emirates, American
Embassy, Alliance Francaise De Dhaka, Berger
Paints (BD) Ltd, Asian Paints Bangladesh Ltd, Sanofi
Aventis Bangladesh Ltd, Westin Hotel (Dhaka), etc.
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Group, Bata Shoe (BD) Ltd, Novartis (Bangladesh)
Ltd, Heidelberg Cement Bangladesh, International
Television Channel Ltd (NTV), National Television
Ltd (RTV), Maasranga Television, ICDDRB,
Pacific Jeans Group of Companies, HKD Group
of Companies, Jayson Group, Aristopharma Ltd,
Karim Group, Bashundhara Group, Square Air, DBL
Group, MJL Bangladesh, MJL (Mobil), Saad Musa
Group, Grameen Phone Ltd, Esquire Group, Mir
Group, Pedrollo (NK) Ltd, PHP Group, Rahimafrooz
Group, Envoy Group, Givensee Group, Maksons
Group, M.I. Cement Factory Ltd. (Crown Cement),
Olympic Group, Robintex Group, Shanta Group,
T.K. Group, Healthcare Pharmaceuticals Ltd. Khulna
Power Company Ltd, Khan Jahan Ali Power Co.
Ltd, NEPC Consortium Power Ltd, Summit Group,
United Power, High-Speed Navigation Co. Ltd, RZ
Power, Shajhnullah Power Generation Co. Ltd, G.B.B
Power Ltd, Desh Engergy Ltd, Eurostar Shipping Ltd,
Peoples Shipping Ltd, Summit Shipping Ltd, Sealink
Shipping Co, Poseidon Enterprise, Brave Royal
Shipping, Central Navigation, Ace Bi Cycle (BD)
Ltd, Denim Plus (BD) Ltd, Excelsior Shoes Ltd, Jay
Jay Mills (BD) Pvt Ltd, J & J Industries Ltd, Jemina
Accessories Ltd, Luna Lite Co. (BD) Ltd, Mamiya Op
(BD) Ltd, Meghna Accessories Ltd, Merim Co. Ltd,
Mitali Textile Industries (BD) Ltd, Modern Towels
(BD) Ltd, Multi Safth Bags Ltd, MZM Textile Ltd,
Padma Industries Ltd, Papella Shoe Ltd, Premier
1888 Ltd, Sanko Optical Co. (BD) Ltd, U-Jin Led Co.
(BD) Ltd, Van Green (BD) Ltd, Kadena Sports Wear
(BD) Ltd, Jute Spinners Ltd, Nawab Abdul Malek
Jute Mills (BD) Ltd, Quality Feeds Ltd, Bangladesh
Cricket Board, Grameen Shakti, Independent
University Bangladesh, National Polymer Industries
Ltd, Paxar (BD) Ltd, Care Bangladesh, Bangladesh
Edible Oil Ltd, CEAT Bangladesh Ltd, Ruby Food
Products, Ahad Jute Spinners Ltd, State Bank of
India, Embassy of the 52as3% wieg ToeqsaR, Smerican
Embassy, Alliance Francaise De Dhaka, Berger Paints
(BD) Ltd, Asian Paints Bangladesh Ltd, Sanofi Aventis
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for reposing their confidence in the company.

We would also like to convey our sincerest thanks to
Insurance Development and Regulatory Authority,
Bangladesh Securities and Exchanges Commission,
Dhaka Stock Exchange, Chittagong Stock Exchange
and Re-Insurers - Sadharan Bima Corporation,
General Insurance Corporation of India (GIC)
Best Re. Malaysia and Trust International and Re-
Insurance Brokers- J.B. Boda, Protection Bahrain,
Willis and others for their support and assistance. The
Board also expresses its appreciation to M/s. Mahfel
Huq & Co. Chartered Accountants, the Auditor of the
Company.

We take this opportunity to express my profound
gratitude to the Managing Director and all the
Executives, Officers and Staff of the company for
their outstanding services throughout the year and
look forward to the continued support and whole-
hearted cooperation for the realization of the corporate
goals in the year ahead. The Board of Directors has
been pleased to reward its staff including Executives,
Officers and Employees 02 (Two) Incentive Bonus
based on individual performance to be decided by the
management.

Lastly, with best regards to all our valuable
shareholders, we promise to continue the growth of
the company with your continued support.

Thank you all.
On behalf of the Board of Directors

Syed M. Altaf Hussain

Chairman
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PRAGATI

INSURANCE LTD.

Directors’ Report to the Shareholders

(Under Section 184 of the Companies Act 1994)

report that:

The financial statements prepared by the management of the company present fairly its state of
affairs, the result of its operations, cash flows and changes in equity.

Proper books of account of the company have been maintained.

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

International Accounting Standards, as applicable in Bangladesh, have been followed in
preparation of the financial statements and any departure there from has been adequately
disclosed.

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

There are no significant doubts upon the company’s ability to continue as a going concern.
There are no significant deviations from last year operating result of the company.

During the year ended 31 December 2016 the Board of Directors held 10 (Ten) meetings and the
Directors serving on the Board attended in aggregate 47.36% of the total number of meetings.

At 31 December 2016, the pattern of shareholding are given below:
a) Shareholding of Parent/Subsidiary/ Associate companies and other related parties: Nil.

b) Shareholdings of Directors, CEO, Company Secretary, CFO and Head of Internal Audit and
their spouses and minor children: Nil.
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