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» T he one hundred and filty %umd (152 mu,lmg, of thu Board of Dircetors of : , _
State 1ate tnsurance Corporation of P"akistan was held on 4% and 5® March, 2000 at 10:30 , 3
{a.m., at Board Koom, 3 Floor, State Lite Bulding, No.9, Pnnupal Othce, karachi
PRESEND A4 N
B 1. e, Nageeh Samie (hairman o ,’
c' 2. Ar. Mohammad Sulaiman l)lrcuor/Addmonal Scz.ruary (Commerce) #
3 M Rasaol Rakhsh Raloch Yxecuntive Director ‘
4, My, Towiarz Rasood Exceutive Dircclor
S N Thnan Khan Faecutive Director
6. Wi Nolamnad 1aul Exceutive Dircclos
7. Mr ML Percira Exceutive Director ' s ' ‘
8. Mr. Akbar “Ali Hussain Scerctary Board ' A
2 the mectingg was also attended by Mr. Akram llussain, Incharge S&D, at the j
request of the Hoard. ’ |
»
3. The mecting commenced with recitation of verses from the Glorious Qur:m by Mr, '
Abram Hussam. ) N :
FIENY (1) TCONFIRMATION OF _MINUTES  OF I,S_l_ir_Ml_';li'_l_:!N(i, OF_THE
BOARD OF DIRECTORS, :
e 14. he minutes of 1517 meeting of Board of Dircctors held on 22 January 2000 {
i were placed before the Board. EIX(Inv) proposed and EI(P&GS) scconded, that the same ‘ R
J be confirmed |
|
! A
S Accordingly, it was resolved as under: !
RESOENTD
o, LR “that the miinuica of 151 macting of Board of Dircctors held on 22" January, 2000
t:¢ and were hiereby contirmed.”
NN B g !'U\I [HOM PAPER ON VIABILTTY OF ZONES OF INDIVIDUAL LI,
0. 1iX13&A) informed the Board that an analysis to ascertain the viability of cach of
the Zones of Individual Lifc Business was prepared by B&A Division for three ycars from
1996 to 1998 under the following five difTerent indicatons:- 8, 5
(1) First Year Premium , ]
(it) Adjusted aceretion o 1 ifc Fund CHAIAMAN'S £
() Adjusted Manapgament Expense Ralio INITTALS |
(i) Seconud year persistency :
(v) Rencwal peisisiency ' \
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. Ftowever, 1t was obsenved that the above analysts did not gave a tree preture of (he
profithite of cach RegionZone to justify its viability because of non-availahility of the
frrure of bie fund that could be allocated to cach Regon'Zone.
H e Board dirccted DA to allocate hife fund as on 31-12-1996 {0 cach d
Nemon Zone respectively usinge the actuanal method taking into accouns the policy holders
U habahiny and sueplus thercon in reapect of policics senviced by the Zone and based upon that
cpenme belance of the Lale Yund for the year 1997 be worked out, to which would be
sdded meome frem investment and Real Estate operatiens, details of which would be
oo DA AL <. . = e v E g 5
;;ml,-_,ﬁ ' provaded by Investment Division. Lhe B&A Diviston would  then add® therem yearly
scerction o 1ife Fund for the year 1997 and 1998 and provide the figures of Life Fund a4
A 31-12-1449% 10 Actanial Division for actuarial valuation of cach zone as at 31-12-1998
—

Acton 13 Aa)

Actoon EIN ALY
FINIsAA)

fo fined oud profiianlity of cach zone, The Board instrucied RE&A Division {0 treal each

S ax anande pendent cost cenler N
9. Afler deliberation, the Doard resohved as under:-

RESOINED ) :
(1) “that EI(AcLYED(13&A) would submit to the Board by 15™ April, 2000 a
statement showing profitloss of cach Region/Zone as at 31-12-1998/31-12-1999

pascd on inlermation regarding Zone-wise Lite Fund as on that date to be provided
by B& A Dnision to Acteanal Division.”

(i) “that heneeforth Actuanal Divisio/B&A Division would prepare a profitloss
stalement for cach zone ay an independent cost cenler on the basis of information
wiih wepard to Tife Fund to be provided by B&A Division. Actuarial Division (o
provide all necessary assistance 1o B&A Division in working out Life Fund of cach
Zone separately.”

TTEM (3)  PRESENTATION ON AIPHA INSURANCE COMPANY TIMITED.
1

10 MD(AIpha) made a presentation on Alpha Insurance Company Limited before the
Board giving dctails its Board of Dircctors, Organization Chant, location of its branches,
business details and its strength and weaknesses. ‘ '

1. MIXAlpha) informed that State Tafe had a holding of 88.02% in the paid-up
capital of the company which was presently Rs.55 million. The paid-up capital of the
company had increased from Rs.20 million in 1995 (o Rs.55 million in 1999 whereas total
resenves in 1999 were R2.59.496 million as compared to Rs.46.176 million in 1995,

12, MIXAlpha) mentioned that premiom from fire, marine, motor and miscellancous
basiness Tad ancreased fiom R 42 14 million, R« 3529 million, Rs 3568 million and
Ra 13.9% million respeciively in 1995 (0 R3.64.92 mitlion, Rs.46.41 million, Rs.56.36
nullion  and R<.24.17 million respectively in 1999, The claims and EXPLNRES Were
R5.42.709 illion and Rs.18.196 million in 1995 and Rs.55.435 million and Rs.42.065
million respectively in 1999, The management expense ratio to gross premium  had
increased from 1596 in 1995 to 229 in 1999,

1. MIXAlpha) further explained that profit before tax of the company had increased
from Rs.18.330 million in 1995 to Rs.25.307 million in 1999 and total investment from
Rs.111.2 million in 1995 to Rs.109.9 million in 1999, the yield being 12% in 1995 and
15%in 1999, “The dividend declared by the company had ranged from 75% in 1993 (0 an
avorape of 33% from 1994 (0 1998.

-,
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.j 1 td. N’U)(;‘\.!pha) further informed that the strength and weaknesses of (he company

were as follows:-

1

|

| STRENGTH

| p

% (1) Network of olfices comprising 18 in all, in all the major citics of Pakistan.

(7) Alpha ranks No.6 among ibe Pakistani mnsurers which & gross premium of Rs 180

i | million 1 1998 .

(3) In thic last 5 years Alpls has declared casli/stock dividend ranging (rom 25% lo 75%.

(4) Its reinsures arc amongst the best in the world namely: SCOR of Sumitomo of Japan
and PIC of Pakistan.

% (5) Yhrough our Brokers M/s Marsh Ltd. Alpha can underwrite risks of any size.

6) tave the capital backing of State Lifc Insurance Corporation.

)

WEAKNESSES

(13 Afpha was not listed on the Stock Exchanges whereas other leading Pakistan Insurers
are listed.

(2) Not being listed Alpha loses its daily frec publicity in the newspapers of the couniry.

(3) Alpha’s competitors bracket Alpha with Public Sector and use this propaganda agains(
- Alpha in the procuration of business.

(4) Dearlh of professional stalll : ,

($) Absence of training and development programs. ’

(6) Inadcquatc salary structurcs and facilitics to staff.

l (7) Alpha has no in-house business. All its business is from the market.

| (2) Alpha docs not enjoy a Level Playing ricld compared to other Icading insurcrs. Bank

lrmts are madequate and no support from Government. Agencies placing ther

business in the private sector.

_ ,‘@ 15.  MD{(Alpha) also informed the Board that all the branches were working directly
f"‘) under the Head Office and underwriting and claim scttlements looked afier by the
' Southern Region. The ideal situation would have been deceniralization, however, cost
factor i.e. permissible limit of management expenscd was a hurdle in not doing so. A J‘
premium of Rs. 10 million was required 1o make a branch viable. In Lahore and other citics ;
| of Pakistan, Alpha operated through branches whereas the agency concept was adopled for ‘
| Karachi, The claim ratio had incrcascd because of decline in morality and family own
! insurance company revert back their premium, Alpha’s solvency margin and cash limit

were satistactorily.

16.  MiXAlpha) requested the Board to assist in including Alpha’s name on the panci
of Insurers of Government units.

17. MD(Alpha) also informed the Board that premium projection for fire, maring,
| maotor and miscellancous business for (he year 2000 was Rs.81.946 million, Rs.54.150
I million, Ry 58 212 million, Re.37.292 million respectively totaling Re.231 .6 million

CHAIRMAN'S
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I 8. The Noard instructed MIX Alpha) to present a position paper on various steps
Nt Albed  invohod in listing of Alpha Insurance Company ‘Limited on the Stock Exchanges in
I Pakistan together with options for public issue. MID({Alpha) was also asked to inform the
Board as to the advantages and disadvantages of getting the Company listed.
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. HEA (1) POSTITON PAPER ON KECOVERY OF EXCESS COS'Y FROM AREA
MANAGERS,
EDACT) MEMORANDUM DATED 3-3-2000.
19 The Board discussed the above matter in details and resolved as under-
R)"..’_\'(,}i.\"li”
(i) “ihat effective 1-3-2000, those A category Arca Managers who had not
‘l:‘;;’.:‘ (SR completed a winimbim of Rs 14 lac as FYP during the year 1999 unwax'dzs_ wuuld
' aot boe entitied to car reatal and petrol limit. They would however be catitled to
- convevance/car maintenance allowance”
! @ Action: () Ut the recovery of excess cost from Arca Managers {or the 1996, 1997 &
’f«\ nchanpe (it iy 1999 hae initated and monthly istalliments sot exceeding Rs 2000/- be recovered
. w.e.b April 1, 2000,
:"‘_;w* |- (i) “that cach Arca Manager would be entitled (o the {aid down perquisites as per
i P their business performance.”
(v “thal shiow cause notices should be ssued o ali those Arca Managors who Lailed
Action to procure at lcast Re.7.5 lac I'VP and 40% persistency during cach of the vears
frchure(S% 1) 1597, 1998 and 1999, and bascd on their explanation appropriaic action might be
i taken aganst them. However, those Area Managers who were appointed in 1997,
' 1998 or 1999 should not be subject to review having not completed three complete
calendar years as Area Managers at the time of roview,”
- {(v) “that previous year’s performance weuld form the basis for pavment in the
Actien: -
hsctargel SR subsequent year™.
-
ITEM (5)  POSITION PAPER ON SAMCO.
FININV) MEMORANDUM DATTEN3-3-2000
. 200 ED{Inv) informed the Board that on 15™ May 1995 Corporate Law Authority had
| issued SRO No.392(1) 95 allowing establishment of Asset Management Companies for
. Boatation of open ended mutval funds. Prior (o jwsuance of (his SRO, Asset Management
Companics and open ended mutual Tunds were not allowed to be established and NIT wax
the only exception. The SRO provided the basic concept and frame work to cstablish Asset
Management Companics and open ended mutual funds,
21! In May 1995, 4 preliminary proposal tollowed by a detailed one, was received from
M/s. Beg Associates, a company registered as an investment advisor under the investment
compartes and advisor Rules 1971, for the formation of the Asset Management Company
in collaboration with State Life for floatation of open ended mutual funds, M/s. Beg
! Ausociates was duly registered and authorized to act as investment advisor by the CLA.
22 The matter was considered in the 197" Executive Committee meeting of the
“ Corporation held on 31™ May 2, 1995 which endorsed and accepled the proposal and | ___
I msteacted fo sabmit a detailed memorandum to the Board of Directors. The Board al 8| crHairMAN'S
INITIALS

i : f . - .
103" mecting leld onl5%June, 1995 appreciated and agroed wilh the concepl and decided
that the preliminary legal and documentation process initiated by the Corporation may
conbue and necessary effoits be made to solicit forcign pagtacrship.
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23, ED(Imv) further informed that the issue was again considered in the 124" meeting
ol the BBoard of Dircctors held on 3™ July, 1995 which approved the proposal for
formation of the Asset Management Company(AMC) and allowed initiating necessary
preparatory process including finalization of collaboration agreement with M/s. Beg
Associates, the local pariners / associaies.

24, The Corporaic Law Authority (CLA) approved registration of SAMCO subject (o

the fotlowing conditions :

(a)  That SAMCO would sceure cquity participation of a hrm of intcrnational repute.
The selection of this firm would be cleared by the CLA.

(b SAMCO would have at least two directors from international equity partner.

(¢cy  Minimum capital of SAMCO would be Rs.30 million of which 10% would be
subscribed initially by M/s. Beg Associates which may increase its share to 26%.

(d) M. Wasim Beg would be the firsi Chiel Executive of the Company.

25, State Life disbursed its equity subscription of Rs 27 million cquivalent to 90% of
the paid up capital of Rs.30 million, the balance was subscribed by M/s. Beg Associatces to
the company in mid October 1996.

96, The issue was considered in the meeting of the ECC of the Cabinet held on 29%
I dccember, 1996 which instructed that the Company be wound up.

27, ED(Inv) further informed that letter No. 1(15)195-INS-1 dated 20.10.1997 was
received from the Ministry of Commerce informing that proposal had been moved to sell
the company {o the foreigm buyer keeping at least nominal 10% holding of Slate Lile. State
T ife’s comments in this repards were sent to the Ministry vide letter No INV/KS/0137/97

dated 10" Decomber 1997,

28 In response to State Life’s Ietter, Ministry of Commeree vide their letter dated
03.03.1998 dirccted State Life that the issuc of Asset Management Company (SAMCO)
may be placed before the next mecting of Board of Dircctors keoping in view the decision
ol E.C.C.

29, I he tasue was considered in the 137" meeting of the Board of Dircctors wherein
theeBoard decided that Asset Management Co. be seld to a foreign buyer as indicated by
the Ministry in their letter NO, (1) (15) 7 95- INS-T dated October 20™, 1997 and Ministry
of Commerce be requested (o send the name of ihe intended buyers (o Stale Life for
nepobiations. However no reply was received from the Ministry.

30. Later on a letter was received from Salman and Co., Chartered Accountants, on
May 19", 1998 in which they informed Statc Lifc that a Saudi Group was intcrested in
investing in State Asset Management Co. (SAMCO), provided State Lite agrees to hold
20% of the share holding in the company. It was however decided in the Board Mceting ot
State Life that sale of SAMCO would be advertised in the leading news papers to attract
more than onc buyer.

CHAIRMAN'S
INITIALS




i

PAGE NO

STATE LIFE

INSURANCE CORPORATION OF PAKISTAN

AMINUTES OF 152™" MEETING OF THE BOARD OF DIRECTORS

1762

TIME

—

HELD AT ON

IvﬂﬂORS

4T & ST March, 20400

KARACHIE

)

o

UL LITE BOOK
i

i

~ @

B

31. f:0)(Inv) further mformed that sale of SAMCO was adverfised m news papers.
Some partics visited State Lifc to collect the details but nobody cxpressed any interest.
|.aier on, M/s. Jardine Fleming vide their letter dated June 2, 1999 had offerced to form a
Joint Venture with State Life but the proposal did not materialize.

“Draft Account of SAMCO for the vear ended June 30, 1997 have been reerved

32
Furpuson & Co. Chartercd Accountants. The auditors had desired to know

froms Miw, |
whatlier it is infended to finalize the accounis on a going concern basis or not. Dieafl

sccound fur the period ended June 30, 1998 have also been prepared but are yob to be
audited.
13 EDIny) presented before the Board a break down of 1998 accounts of SAMCO
which are as folfows -

'R_upcps
Fincd Assels 2,461,800
eforred Cost 16,255,391
1.ong Term Advances 270,000
Short Term Advances 540,000
Advance Income lax 205,147
Others Recervable 605,115

31. The fixed assets of Rs. 2,461,800/~ include computer system amounting to Rs.
2,446,000/~ which was got developed by SAMCO for running of open ended mutual fund.
lowever, while testing of the system was in progress, the operations of SAMCO were
frozen, as such this was & sunk cost.

35. ED(Inv) explained that the delerred cosis include, saluics and oiher exponscs
incurred while SAMCO was in operation. Tt would be pointed out ithat according to
agreemicnt betwoen Bog Associates and State Life, the former was to incur a maximuni
expenditure of hatf of 19 of the targeted fund which was Rs.1 billion for setting up of
SAMCO and further cquivalent amount for floatation of the fund. Howcver, the deferred
cxpenses had exceeded thus hmit and were now a sunk cost.

36. At present the bank balance in the account of SAMCO was Rs.13,672,864/~
Nased on only this asset, the breakup value of share SAMCO comes to Rs.4.55 per share.
37, FIHInvy further informed the Board that the Stock market was  showing
improvement and KSE index was showing a risxing trend. One of the Stock broker M/s.
A Tiabib Securitios had expressed his interest in investing, in SAMCO to the extent that
Lo holds nnasagoment control. In vicew ol this sitvation, @t had been desired (0 mahe
SAMCO functional again,. A memo was bemg put 1o the SAMCO Board 1o make
SAMCO functional, The auditors therealter would be intimated ol this decision and the
Annual Accounts of SAMCO would be got audited, AGM would be held and necessary

statutory retums {iled.

38. . M/s. Arif Habib Securities had offered to make fresh investment in SAMCO in the
amount of Rs.46.35 million so that cash balance in SAMCO increases to Rs.60 million.
1 lowever, they propose (o retain a minimum 51% share in enhanced cquily of SAMCO,
Shares wouold be msued by SAMCO o M/s. Anl Habib Scourities al Ry 6/- per Share.
This would requine mssnance of 7,725,000 sharey to the Stock Rroker. The total paid up

CHAIRMAN'S
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um il of SAMCO would thus nse to 10,725,000 shares und break-up value of share

vould be Rs.5.56 per ¢ share. This arrangement was subject to State Life obtaining approval

from the Government of Pakistan. Among other terms, the proposal also required that

SAMOO and State Life would release Deg Associstes of any obligation or any claim

related to SANCC)

35 Alier deliberation, the Board resolved as under:

RIESOIVIED
(i) “that the lnvestment Division be and was Loieby requesicd o review and subiait
1ts recommendation of SAMCO within onc week.”

(1) “thai B12(Inv) be and bercby requesiod to amrangs @ mectug of the Board ol
Dim tars of SAMICO to consider and finalize the accounts of SAMCO for the year
957. Subscquent to approval of accounts of SAMCO by iis Bowd, an Annual

957,
(.Lnur.ﬂ Mceting of share holders of SAMCO be held to approve the audited

accouits for the year 1997.7,

(i) “that Consultant{CD), DGM(Inv) and AGM(Sys) be and were “hereby
instructed to prepare a report for ED(Inv) on the wlility of computer software
desioned for SAMCO.”

(i) “that DGMInv) /AGM(T aw) Secretary of SAMCO Board he and was hereby
instructed to analyze and submit a report on the following -

(a) Review accounts of SAMCO for the year ending June 30, 1998 and analyze
sefiing up cost with a view to establish cxcess expenses incurred there on over and
above the maximum expenditure allowed according to agreement between M/s. Beg
Associates and State Life.”

(b) Advances appearing in books of SAMCO.
(c) Viability of State Tife, M/s. Beg Associates and SAMCO with reference o

mulual agreement and whether the agreement proscribed any scbon/penally for
violation of the agreement as regards expensces etc.

(d) Any other maiter arising out of review of accounts from the date of inception ol
SAMCO.

(v) “that Investment Division would release an advertisement in the newspaper
mviting intzrested parties to bid for purchase of SAMCO, Investment Division was
du!}l'JH/’Jl to give all necessary information to the potential bidders to assist tiem in
submitting their offers.” .

(vi) “that devestioent Division would inform M Al TTabib  Sceutitics  ihat
advertisement was given to follow the laid down procedure for sale of an asset.”

TIEM (6)  POSITION PAPER ON PAKISTAN DMERGING VENTURES LIMITED.
LDINV) MEMORANDUM DATLED 3-3-2000

At The Hoard of Dircctors at its 151% meeting held on 22° January 2000 had agreed
in principle to the draft revised technical advisory agreement submiited by the Investment
Iivision subject to similay approval of the agreement by the Board of Dircctors of NBP

CHAIRMAN'S
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andd MO BDnv) was authonzed to timahize and execute the agreement for and on behall
of S §ife.

41, Kio(iny) informed the Board that a geries of mectings were held in the Board

Room of NBEP as follows:
() A mocting of the spoasons ol PEVT i e State Tafe, WBP, MOR as well as TIBT,
who inleid o step inlo e shoes of MCB,

(b) Board Mecting of Pakistan Emerging Ventures Limited to appmw the minules
ot last Doard Meeting and the accounts for the period ended 30" June 1999. The
Board also resotved that the cquity pvestment in joint venture with CISCO
SYST MY NG be approved in principle at the next Board Mcceting. Mr. Pereira
and Mr. Masood Karim were authorized to sign the revised Lechnical Adwisory
Agrecment between VCFMCL and KPMG Peat Marwick Venture Capital Adviser
“on behalf of the sponsors. It was confirmed that KPMG ducs wouid be sctiled as
soon as the calculation had been reviewed and checked. The Board finalized the
date of the next Annual General Mogting and also approved (hat Mr. Tameez-ul-
Flacgue would remain the CEO of PRV antil ity next Board Meating

{¢) Board Mueting of VOCFMCL to approve the accounts for the year ended Junc
30, 1997, 1998 and (999 and the revised Technical Adwvisory Agreement. The
Poard also finalized the holding of the AGM Annual General Mecting of the

Company.

42, ED(Inv) further informed that 2 lem:r dated 29" February 2000 regarding|

induction of UBL in PEVL had been received from Mr. Mahmood Mandviwalla of M/s.
Mandviwalla & Zafar, Lepal Advisor of UBL confirming that they had finalized the Legal

Due Deligence on the Technical Advisory Agresmeni on behall of UBL. However, UBL
had not sipned the revised agreement with KPMG. The letter also enclosed the comments

in respect of Technical Advisory Agreement. However, UBL's reaction was siill awailed.

43 The above position was noted by the Board.

.

APPROVAL QF RE-NAMING OF S&ID DIVISION AS MARKITIN

IHVISION,
INCHARGE(S&D) MEMORANIDUM DATED 3-3-2000

TTEM (T)

44, Iacharpe(S&D) presented before the Board a memorandum for re-naming of Sales
and Development Division as Marketing Division, Incharge(S&D) informed that as a cosult
of misnumer of markcting functions, the Sales and Development Division concentrated on
Sales and Recruitment only whercas the wvital aspects of marketing were markcting
rescarch, preparation of marketing plans, institutionalization of the system of feed bacK cle.

became extrancous to Sales and Development Division.

45. e Development functionades were divided into "actual" Sales and Development
and "non-actual” Sales and Development.  Those who were engaged in the ficld were
treated Mactual” Sales and Development Execuvtives and were rewarded accordingly

wherean  (hose engaped in the Dhvision or al olber levels in the planmng, excevtion and

apprraival of marketing activities were considered "non actual” Sales and Development
ollicers and were trealed a8 such in leoms of perks and rewards.

This trcatment
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completely discouraged the persons engaged m marketing to jom the higher echelons
where more important activities were taking place for the overall improvement of
marketng, The Sales and Development personncl therefore preferred to stay away from
the Division and zecordingly State Life could not benefit from the expenence of those who
were directly engaged in Sales and Development functions.

46 The resislance/rcluctance of warkeling, posonact such as Zonal Head, Ropional
Chiel 1o move upward in the operaiional fevel deprived the Division of the required
acunien, vitality and vigour. Incharge(S&D) sticssed that the above anomaly be removed
(o make Marketing Division as a wholc distinet from the other Divisions and all Fxcoutives
of the rank of AGMs and above engaged in this Division may be treated as Markcting
Fxecutives. Presently there was one 1DGM and onc AGM in the Division which could

i r -‘ merease m future.

17. incharpe(S&D) proposed that:-

(1) Sales and Development 1ivision be re~-designated as Marketing Division.

(i) The Divivional Head who was normally elevaied from the position of Regional Chicf
Do allowed peirks and benefits of Regional Chicl.

(iit) Markciing Lxccut. o8/ AGM and above sclected on merit and posted in the Division be
treated as Marketing Ixccutives with same perks and benefits to which Marketing
fixccutives in the field were entitled to.

(,'()MI’ARA"I'I VIE CHART OF PIERKS

DIVISIONALHEAD  REGIONAL CHIEF

Car Rental Ks.3000/- p.m Corporation Maintained Car
Driver Subsidy R3.1500/- p.m. Driver provided by Corporation
Petrol (200 litres) R5.6000/- p.m. Petrol (400 kitres) Rs. 12000/~

! (\W (Approximate) (Approximatc)
’ L Telephone 525 calls
|

Telephone 450 calls

Total Ry.10,500/- Tolal Rs.12,000/- +

(Chauffcur Driven Car)
[l

* Ihere was a dilference of Rs. 1500/~ p.m. | 75 local calls
* The lacihty of Chauttenr Dnven Caorolla Car 1300 ¢.c.

* Whereas Corporation will save car rental and deiver subsidy of Rs. 4500/ p.m.
ACGMMan-DEV) o o AGMDENV)

Car [tental 18s8.2850/- p.m Car Rental Rs.2750/- p.m
Priver Subsidy Nil Driver Subsidy Rs.1500/- p.m.
Yetrol (120 Yitres) 15.3480/- p.m. Petrol (225 litres) Rs.6750/- p.m.
Telephone 300 calls Telephone 504 calls

e e R T e = - ————— CHA'F‘MAN'S
INITIALS

Total R4.6,330/- Total Rs.11,100/-

* The difference in perks of S&T) and
F Non S&D AGM works oul fo Re. 4770/« pome + 200 loval calls
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| 48, After deliberation, it was resolved as under:

i

[ RESOLVED e

! Action: EDOPAGY () (jyat Sales & Development Division be renamed as Marketing Division.

1 i Incharpr{S& D) ¢ . .

x (i) “that Divisional Heads (Individoal Tife and Group 1ifc) be allowed perks and othor

| Actinn FIXPREGSY . - N - S4% it

, mchne ge{ 1)) benelits as allowed to e Regional Chiels.

i (i) “that henceforth Regional Chicfs and Divisional Heads (Individual Lilc and Gmup

i iy Lite) would be cntitled to tacility ot Chautleur Driven Corporation maintained Suzuki

! i Marpala Car, However, car rental and driver subsidy would not be allowed to those

t

" officers who were provided Corporation’s maintained car with driver.”

|
| & FIEM () APPROYAL OF INCREASE IN AUTHORIZED AND PAID-UP

\' CAPITAL OF STATE LIFE.
‘; EIXB& A) MEMORANDUM DATED 29” FEBRUARY, 2000.

49 FIB&A) informed the Board that Government of UAE had cnacted Foderal T.aw
o 13 for the year 1995 according to which it was made mandatory for all forcigm
insurance companics, operating in UALL to enhance their paid-up capital to Dh.50 million
inn the next six vears i.c. by Junc 2001 and that it would not be less than Dh.25 million by
¢nd of 3" year i.¢. by June 1998. The ECC of Cabinet Division, Government of Pakistan,
in its mecting held on 15" April, 1999 had decided, to increase the paid-up capital of the
Corporation from Rs. 100 million to Rs.350 milhon through supplementary grant of Rs.250
million which enabled the Corporation to meet the UAE requirement of Dh.25 million,

due by June 1998, |

50.  The Authorized Capital of the Corporation presently was Rs.1,000 million and
Paid-Up capital Rs.350 million and according (o UAE Law No.13 for the year 1995, the
paid-up capital of the Corporation was required to be enhanced to Dh.50 million (around

4
’m"‘ Rs.750 million) by June 2001.

©1.  The Corporation had rctaincd the Government sharc of surplus arising, from
actuarial valuation of 1998 amounting to Rs.155.775 million and it was cxpected that a
turther sum of Rs.250 milion would be payable to the Government being its share of
surplus from actuarial valuation for the year 2000, It was suggested that the Government
N share of surplus out of actuarial valuation for the year 1998 & 2000 be retained so that it
r could be used to increase the Paid-Up Capital of State Life to meet the legal requirement
of UAF Government of Dh.50 million (equivalent to around Rs.730 militon) which had to
be fulfilled by the Corporation by June 2001

-

57 Matter was submitted to the Board for consideration and approval, for making
peconsmendation 1o (he Federal Govennment in sespect of the following,

(a) Increase in paid-up capital by R8.400 million raising the same to Rs.750 million |~
. CHAIRMAN'S
(eeuivalent Dh.50 million). INITIALS

{b) Retention ot a sum of Ks.155.775 muthon being the Government share of
surplus arising from the year 1998 acwarial surplus and an appropriate amount
around Rg. 250 million if then availabie, from for the year 2000 actuarial surplus.
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Maiager, Manager., Manager. Manpager.
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58 Alter approval of the Board, the matter would be taken up with the !icdcm!
Gevernment for further inerease in the ‘paid-up capital 1o meet the requirement of UAE
Covernment due by June 2001,
54 Aler deliberation, it was resolved as under:
HIGOLNED -
(i) “that increasc in Paid-1p Capital from Rs 350 million to Re.750 million be and
Activn. PINBAA W h\'-i&h_\f AQIPIUVQJ.“
(i1y “that retention of a sum of R4.155.775 million being the Government share of | |
surphys arising from the year 1998 actuarial surplus and an appropriate amount
. Aethouk YOHFRA aronnd R, 250 mitiion if then available, from Tor the year 2000 actuartal surplus be
f@ and was herehy approved ™
(ify “that ED(#3&A) be and was hereby authorized to take up the matter with the
1 viederal Government for increase in the Paid-Up Capital to meet the requirement of
Ast TARRAA UIAE Government duc by June 2001 and apply the retained amount towards Paid-
Uip Capital il approved by the Government.” _
A ction: LOEA (iv) “that the Federal Government be requesied to notify the increase in the
ai- i R Authorized and Paid-Up Capital of the Corporation in the Official Gazette.” v
Artion: DGM(ES (v “Uist when approved and nolificd, share certificates of Rs.400 million be issucd | o
(v) pi
to the Pederal Government.”
 ITEM (9) APPROVAL OF PROMOTION OF GOOD PERFORMING AREA
MANAGERS _AS AGM(DEV.)
INCITARGE(S&D) MEMORANDUM DATED 3-3-2000.
55. Incharpe(S&1)) presented before the Board a memorandum for approval of good
performing Arca Managers a3 AGM(Development). The Exccutive Committee at its 21
. mecting, held on 25% April 1984 had approved a criteria for sclection of Manager
rw"{w (evelopment) from amongst the Area Managers. Subsequently 2 new sct of crteria was
formulated and approved by the Executive Committce which became eficetive from 1-1-
194971
56. Incharge(S&D) informed the Board that a criteria for promotion of Area Manapers
10 AGM(Dev.) was very strict and required a downward revision so that it could be
achicved and resull in motivation, Incharge(S&D) then presented a compatison of existing
I : and proposed promotion criteria from Arca Mangers to Manager (Development) and from
Area Managert to AGM(Develapment) (double promotion) as follows:
Fausting, Proposed tasting Promotton  Proposced Promotion
Fromotion Promaotion Criteria from Area  Criteria from Airca
‘ Criteria from Untena from Manager Lo Manager to
“ Area Manager Arca Manger to A.G.M (Dev.) A.GM. (Dev.}
| to Manager (Dev.)  Manager (Dev.) (Double Promotion) (Double Promotion)
“ e n
| . v . « . — §
1. A minimco L. A minunuwm 1. A minmum I. A minimum c:‘:.lg:i\;s
dgervice of 4 service of 1 service of 8 service of 7
years as ‘A’ - years as ‘i’ years as ‘A’ years as ‘A’




" STATE LIFE

IHSURANCE CORPORATION OF PAKISTAN

PAGE NO

MINUTES OF 152 MEETING OF THE BOARD OF DIRECTORS

1768

e e B, i o

e

!5;1 IRECTORS HELD AT ON TIME
| "nuTE BOOK KARACHE 47 & 5™ March, 2000
2. Completed & 2. Completed a 2. Compleled a - 2. Completed @
inunan FYP minimumn FYP  wimmn FYP wiimum FYP
of ¥s.12 lac at of Re.30 lac at  of Ks.75 lac on of Rs.65 lac on
(L average an average the average the average
during last 3 during last 3 during last 3 during last 3
ycars, years. ycars, but in yvears, but in
‘ any one year any one year
{during preceding (during preceding
3 years) the FYP 3 years) the FYP
shouid not be should not be
less than SO lac) lcss than 30 lac.)
3. A minimum 3. A minimum 3. A minimum 3. A mintmum
Persistency Persistency P’crsistency of l'crsistency of
of 65% at of 65% at 70% at an 65% at an
MU SAVCTHEe H“IL @verage average during  average during
during the during (ke the last 3 years (he last 3 yeurs
last 2 years. last 2 years. but in any one  but in any one
(during preceding (during preceding
3 years) the 3 years ) the
persistency persistency
should not be should mnot be
less thun 65%) less than 6096)
4. Had complcted 4. Had complcted 4. A minimum 4, A minimumn
a minimun of a minanwan of renewal rencwal
_ 25% of FYp 20% of FYP in persisteocy persistency of
W in the year the year imme- of 90% 85% achieved
immediate diate before the achieved in the imme-
before the preceding year in the diate preceding
preceding through ncw inncdiatce year.
year through SR8 or in the preceding
New SRs or yuar before YT,
in the year preceding
before prece- year.,
ing year
Gu A aminiasun S, A wintnum 5. Had completed 5. Had completed
Eduecationnsl BEducational a mnimuin of a miimoum of |
Qualification Qualification 25% of FYP in 209 of FYP in f
of Maznt‘x'icuhtiwn of Matriculation the immediate the immediate | __ {
or equivalent or equivalent preceding year preceding year CHA:;:;;-';
there to, there to. through ncw through ncw Wbl -
SRs or in the ycar SRs or in the vear =
before the pro- before the pro-
ding year. ceding year,

) ‘. Tt "”“V“W‘ N
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B e

6. A minimum 6. A minimuim
educational edncational
qualification of  qualification of
graduation from graduation from
any rccognized  any recognized

university. University.
. 7. Those Arca 7. Those Arca
Managers who Managers who

have not passed  have not passed
‘LIMRA” MOP, or ‘LIMRA’ MOP
SCAM” courses, courses, shall

shall not be not be con-
considered for sidered for
selection as sclection as
AGM (Dev.). AGM(Dev.).

8. Must have 8. Must have
operational operational cost
cost within within the 10%

the prescribed  of FYP +1% of

. Limit, , Rencwal. A

57.  An excreise lo evaluale the performance of the valslanding Arca Managers as al
31-12-1998 was therefore carried out on the same pattern as was done in 1995. The list
of recommended Arca Managers who had completed cight years of association and whosc
average first year premium excesded Rs.50 lacs was submitied to the Board at its 147%
mectinig held on 26%, 27% & 28% July, 1999 as follows:-
Name of the Area Manager Short fall /(s) .

1. Mr. Riaz Akhtar Average Persistency below criteria

2, NMr. M. Aslam Mulla Average Pemistency and FYP through new SRs
below criteria.

Average FYP and FYP throngh new SRs below

3. Mr. Hajt Hugsain
criteria.

4. Mr. Javed Igbal Minhas Fully qualified

5. Me. Muhanwnad Abined Amyad - Average FYP, FYP through new SRs and average
persistency. '

58. fncharge (5&0) informed that while submitting the promotion cases, only those

cages were submitted whose period of association was 8 years and above. ‘fhe case of Mr.
Azhar Hussain, Area Manager, was not forwarded due to minor deficiency in education
and period of association being Iess than % years though hus performance otherwise was

betier than other eligible Area Managers recommended for promotion as AGM (Dev.)

!
59. The Board of Directors at its 147" meeting held on 24, 25, 26 July, 1999 decided
o promots Gve oulslanding Area Managers (o the post of Assisiant General Managers
{Dev) by condoning cerlain deficiencies in the Taid down criteria.  Resultantly, the
following Arva Managers were offercd promolion.

CHAIRMAN'S
INITIALS
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1. Mr, Riaz Akhtar
2. Mr. Aslam Muijah
3. iiaji Fiussain
4 Nir Javed Tgbal Minhas
S Mr. Muhammad Ahmed Amjad.
60, Mr. Muhammad Ahmed Amjad presently Zonal Head, Karachi Eastern Zong
accepted the offercd promotion while other four segretied.
ol. The decision of the Doard was intended to acknowledge and reward the
w, outstanding performers on the one hand and to cater to the present and future needs of thc_
3 Corporation in shape of successful marketing exccutives.  Due to non-acceptance of
promotion from the majority of the selected candidates, the exercise could not produce the
desired results,
62 Incharoe (S&D) further informed that in order to achieve the above mentioncd
poals, S&D Division had carried oul a fresh exercise on (he basis of 1999 performance of
Area Managers of the Corporation and the following Arca Managers were recommended
for promotioti=,
1. Mr. Riaz Akhtar, Arca Managcr
2. Mr. Aslam Mullah, Area Manager
3. Mr. Azhcer Hussain, Arca Manager
. i
63.  Incharge(S&D), therefore, recommended to the Board that the above named three |
Area Managers be offered double promotion as AGM(Dev.) and they be posted as Zonal
ieads. ’ |
-\ﬂ, L~ 64.  Aller deliberation, ihe Board resolved as under: .

Actier EDXCSY

Irlwrpe(SAD)

(i) “that continuance of the existing laid down criteria with reduction in minimum
service requircment as- A category Arca Manager from 8 years to 7 years and
mimimuri education gualification from graduation to intermediate for promotion oi
Arca Manager to AGM(Dev.) be and was hereby approved. ‘The Executive
Committee was authorized to consider and decide the list of Area Managers
recommended by S&1) Division for promotion as AGM(1ev.) on the basis of
1999 performance. In future, however, the Board would consider promotions of
Area Managers to AGM{Dev.) whe qualify the laid down criteria. Length of
* service in cxcess of 6 months would be taken as one year.” v

TEM (10)  POSITION PAPER ON APPOINTMIENT OFF AUDITORS TO CARRY

FING&P) MEMORANDUM DATED

65. EINGé&P) informed the Board hai a faud was delected in Karachi Western G&P
Zone and it had heen decided to conduct a Special Audit of State Life for the year 1998.
The Board of Dircctoss at its 149™ Mcoting held on November 15, 1999 had approved the
Terms of’ Relerence for Audit of all Premium Receipts and Claim Payments in respect of

CHAIRMAN'S
INITIALS
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lndividual 1ife as well as Group & Pension, as worked out by TA&E Diviston. In ths
regard an advertisement was released on 23.11.99 which appeared in the daily Dawn and
Jane on 24.11.1992. All interested firms of Chartered Accountants were provided with the
‘Verms of Pelerence and Expected Volume of Work.

A folal of 19 Chartered Accountant Firms participated in the bid. M/s Cooper &

3y
(casible. Fonr firms wese short-listed in consideration of their size, reputation and the fee
quuiui.

7. “The short-listed lirmas were invited on December 18, 1999 for an interview with the

Sclection Committee consisting of the Chairman, Executive Dircclors(Gad, v and|

118 A) and Divisional Heads (B&A, PHS, G&P, Inv. and S&D). Representatives of the
following, firms appearcd for interview:

i. M/s Tascer Hadi Khalid & Co.

2. Ni/s Ford, Rhodes, Robson, Morrow

3. M/s A. F. Ferguson & Co.

4 M/ Sidat Hyder Qamar & Co.
68. It was decided in the meeting that a sub committce comprising of General Manager
(1A&E) as Convenor, DGMs (Inv., B&A, PHS, B&A, S&D and G&T) and AGM (B&A
- G&P) should work out the possibility of making a Consortium of 3 — 4 firms for

distribution of the work with the samc scope, uniform objcctive, a single checklist and a
single Reporting Format. It was also decided to select Grade A firms with more than 4
pariners. Mr. Bashir Jumma of Sidat Hyder Qamar & Co., Chartered Accountants was
requested by the Chairman to coordinate n this regard and he agreed to do so. It was
however felt  after discussion that the formation of a Consortium would not be
feasible/manageable due to administrative reasons.

a9. Alter poing through a series of meetings with My, Bashir Jumma and farther
inviting the quotation twice from the firms in different ways, the commitiee was able fo get
a per transaction rate of fee from 8 firms. The Commitice also decided to get the Special
Audit donc on the following Samplc Sizc:

Individual Life
Premium Receipts

Upto Rs. 100,000 Sum Assured 20%
More than Rs. 100,000 but Iess than

Rs. 500,000 Swn Assured 30%
Above Es. 500,000 Sum Assured 50%
Clarm Paymenls

Upto Ra. 100,000 ¢ 30%
Above Ra. 100,000 100%

Coronp & Penvion

Premium Reccipts 1G0%
Claim Payments 100%

i ybrand however did not quote and expressed their fecling that the excrcise would not bl

CHAIRMAN'S
INITIALS
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all the quotations

70 Hased on the Sample size and Critena developed m the meeting,
as well as out of

were evaluated after negotiation with the most competitive firms on fee
pocket expenses. A comparative statement was submitted to the Board.

I'ee Demanded Including

; e Oul of Pockel Fxpenses Peniod
? ' nfs Taseer Tladi Khalid & Co, Rs.4.6794 million 7 - 9 months
' Rs.3.0935 million G months

M/s A E Tepuson & Co.
M/s. Awats 1vder Zaman Rizwani

{,,-_\ﬁ, 7.

reproduced below:

1Rs.1.8134 million 4 - § months

Rate Quoted by M/s Awais llyder Zaman Rizwani, Chartered Accountants arc

l iRate / Transaction  No. of Iransactions

' ' Individual Life

f Premium Receipts Ks. 03.75 300,000

3 {"lnim Payments Rs. 10.00 40,600

{ Croup & Pension

{ Promium Receipis Rs. 03.75 1,090 ‘
| Claim PPayments Rs. 100X 9,011

72. It was however decided that in casc the irrcgularitics in a particular zonc were
found proportionately higher, the sample size in that zone would be increased further.

73. The total fee of M/s. Awais Haider Rizwan for the job at selected sample basis
comes 10 Ks.1,019,198 excluding Out of Pocket Ixpenses. ‘The firm had been demanding
out of Pocket Fxpenses on actual basis in their initial quotation, which were expected to be
ey on a very high side. Howewver, in erder to keep the out of pocket expenses to a minimum
f;\ Tevel the firm was oflered the same @@ 12% of the fee charged 1¢. Rs. 194, 360. The Girm
' had agreed o SLIC proposal. The Financial Impact of this exercise would therefore be
around R« 1 8134 million based on the lowest guotation.

74. finistry of Commerce had raisced a query that as to under which rules/repulations,
the consultants were to be hired. The reply to the query has been sent.

75. Lhe proposal for award of the work was being, submitted to the Committes
compritgs ol LEGAT) a8 convanor, PGS and GMIAKTDE) constiuted by the
Board at iis 149" mecting held on November 15, 1999 for final approval to award the
work 19 M/s. Avars i lyder Zaman Rizwam, Chantered Accountants, on the basis of Jowest
rates as well as shortest time period required to complete the job,

76. The Board noted that though ihe Government Auditors carded oul audit every year
but the above aspects were nol covered on a detailed basis and discrepancics were never

* reported by them | more over it was feli that the Government Auditors did not have the| cHairman's
INITIALS

| expertise to detect defalcation. It was therefore feli necessary that a fum of Chatered
Accountants be appoinicd to canry out the above work,

1. Alter due deliberation, the Board resolved as under:-

9
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RESOLVED '
(i) “that a Committee comprising of ED(G&P) as Convenor and ED(PIIS),

LixInv), GMUA&E), DGM(Inv), DGMB&A), DGMPHS), DGMIarl) and
i Action FI D) AGM(B&AYGE&DP was constituted to review the criteria adopted for sclection of

Chartered Accountants firm for the above work and if found proper the work be
awarded o the Towest bidder afler re-negotiation with @11 the bidders within seven

days.™

Action ¥INCAN) (i) “thal EIXG&P) be and was hereby authorized to finalize and cxecute the
apreerent with the scleeted firm of Chartered Accountants on bchalf of State Lifc.”

PTEAM(ID)  POST-FACTO APPROVAL OF LATE FEE WAIVER UPTQ 29-2-2000

I FOR THE YEAR 1999, |
EDEHS) MEMORANDUM DATED 1¥ MARCII, 2000.

7%~ The Board of Dircclors al its 149® Meeting held on 15" November, 1999 had
piven post facto approval of the scheme for waiver of late fee which was approved by the
hairman on September 23° 1999 at the request of the Field Force and Sales Executives
as pur past practice. The concession was allowed only uplo 31-12-1999 afler which the
chsling systom was (o be continucd i.c. 50% latc fco subject to maxinwum of Rs.1000/-
would be waived within the budget limit alfocated to the Zones @ 0.001% of their
moceding year's renewal premivm,
79, TIYPIS) informed the Doard that S&D Division had requested PTIS Division for
further extension for waiver of latc foe scheme in order to collect reasonablc amount of
rencwal premium in view of the prevalent economic recession. Due to urgency of the
matter the Chairman had agreed in principle to accord approval of cxtension of waiver of
Jate fee scheme upto 29® February 2000 and Circular No.DGM/PHS/PO/CIR-06/2000
dated 4" February, 2000 was issued by PHS Division.

|
) 80.  Member of Board of Directors were requestied to accord the post facto approval |
- for extension in waiver of late fee scheme upto 29" February 2000, };

81, Afler deliberation, the Board resolved as under: l
!
{

RESOLVIED .
Ackion. ED(PIL) “that post-facto approval be and was hereby given for extension in waiver of late fee
‘ scheme upto 29™ February 2000.” (

| M (13) - MEMORANDUM ON APPROVAL OF PERSISTENCY RATOR,
| FINACT) MEMORANDUM DATED

i
!
| 82. Mr. Samee ul Hasan, Consulting Actuary, in a presentation dated 2 August, 1999,
[ anatyzed different aspects of State Life's Business with special emphasis on persistency.
Mr. Sumee ul Hasan, Consalting Actuary, studicd the new business for the year 1996 and
had analyzed it penvistency as on 31-5-1999. The following were the results and

CHAIRMAN'S

revotnsnendations in the piescalatéon. ey
INITIA

My, Tiwsan's anulysis and recpmmendations:
(i) Child Protection, Child Education and Marriage, Jeovan Saathi and Sunchri plans
showed better persistency than the average. Howsver, theae plans constitute only 11% of
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Chidd Protection Plan

the (otal pew busmess. Sales of these plans stiould be encouraped.
i immediowly en demh off the

wourkd be moditicd to pay the sem insured and bonueses immea

rabieyholder mstcad of defernng the amount 1o manty.

Ty The persictency s comparatively belter @t higher coiry ages, over 33, whereas, o

wats Jowast al ages below 30 vears. The Corporation sold only 2,500 policies al ages over
S5, wheee pemisiency was besi.
(i) Policies with poor persistency usually had premivms under Rs.5,000. Profitability
of the Corporation would improve if policics were sold with annual premium at Ieast Rs.
5.000. Vurthermore, they did not provide adeguate margin to pay for the renewal
administrative cost.

(v) A Pemistency Rating Manual should be developed for the Corporation to check out
noor persisieney business at the underwriting stage.  Mortality risk siouid be underwritien
correc iy wnd an claborate manual conld help in ihe same,

(v) HRD should mount an intensive raining cfforls aitacd al both unda wiilees and
ficld workers hiphlighting State 1.ife’s own lapse experience.

{(viy  Thesale ()l'd}miyicd policics i.c. table 73 and tablc 77 should be cncouraged.
(wi) Improved marketing of Sunchn plan should be carricd out and rate book should
given indication of benefits for each policy year. Similarty benefits of Shehnai policy
should also be illustrated in the rate book. Modification in the Shehnai plan was suggesied
to provide payment of an additional sum iremediately on death, doubling if it is accidental
death. Certain other modifications were suggested for Shehnai plan.

(viii)  Non medical scheme be extended to children and it was proposed to pay full sum
insurcd on death followed by a family income benelil rder for Child protection Plan.

(ix)  New Sunchri Saving Plan as an alternative to the cxisting Salary Saving Plan was
suggested.

ix) Annuzl premium mode had a better persistency than that of quarterty and monthly
premium mod.

83. A Commitice was constituted comprising of ED(Act) as Convenor and ED(PHS),
GM(Act), DGM(S&D), DGM(PHS) and DGM(HRI) as members to study the
presentaiion of Mr. Havan, analyze the fndings and recommendations of Mr. Hasan and
give ils sugpestions ay to measures the Corporation should adopt to improve its business

and fow persistency.

84, Porsistency analysis for New Business vears 1992 to 1995 carricd out by the sub-
committee, Mr. lasan studied the new business for the year 1996 and analyzed its
persistency as on 31 May 1999, It was a general consensus that the basis used by Mr.
Hasan to analyzc persistency was inadequate and the results drawn as a result of this study
needed to be supplemented by further anatysis ch:f'orc a persisicncy manual may be
developed.

85 In this regard Computer Division was requested to provide duration-wisc new
business and inforce business data. Based on the dala a study was camicd ol for new
business yeary 1992-1995, Persistency was analyzed in the third policy vear, ic. New

!

CHAIRMAN'S
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L
109Sagnioree in 1998, Tho basic purpuse ol

nuamess o

pout daferee i 1997 and New basiness m
v spudy was o deferming the etfect of table, entry-ages and sww of premiumoon
porigency fevels, The analysis way carnicd out for major plans e
snticipated Epdowment, Child Protection, Jjoevan Sathi, Shadabad, Personal Pension,

Sunehri, Chitd Education and Mardage and Shehnai which constituted 98% of the (ofal

fndowment,

B,

6. The Corporation had generally experienced good 2nd year and rencwal persistency
cxcept for 1996, 1997 and 1998. The porsistency cxpetioncs of the Corporation had
remained fairly stable for quite some time.

(,.w 87, {he second yuear persisiency had fallen to a tustpric low Iewe! of SU.61% m 1996,
iz was not due to the able/entry agelsize of premium composition a5 envisaged by Mr.
Liasan but doe 1o a series of decisions forced upon the Corporation since 1995, such as

unplanned rapid cxpansion of the Corperation through increase in the number of zones ?
fram 10 in 1994 to 28 in 1996, massive recrnitment without any set standards and

smreadistic ey business farpget of Rs.2 billion m 1995,

Onimervadicos and Conclusions of 1he Commiitee: )

Tablo-wise persistency:

g3, Child Protection and Jeevan Saathi Plan had shown better than average persistency
in all new busincss years of the analysis irrespective of the persisicney cxperience of the
Corporation. In other words, the persistency for these tuble had been better than average )
¢ven when the Corporation had not shown good 2nd year and rencwal persistency. The
better persistency pertained fo the emotional auachment of the pohcyholder with hig

spouse and children.

&9, As the porcentape share for Child Proteclion Plan was low, pulling speciad

ﬁw eraphasis on the sales of this plan would bad a seplipibic impact on the overall persistency ‘
0 - X . o~ » I’ . ) - . J
N of the Corporation, Furthermore, Child Protection Plan was a selective plan which was ¢

purchased by a particular group of people with a specific purpose in mind, i.c. providing J
inancial protecton for their children. 1f mass markcting was carricd out for this plan and |
palicies were sold where there was not a genuing need for this type ol insurance coverage, I
the lapse ratio for this plan may increase which would fead to a decrease in the high '
pursistency. '
G, ‘The table-wise composiion of the business had remained fairly stable irrespective
of the persistency fevels of the Corporsion. Tt could, therefume, be concluded that the
aveall porsistency of State T.ife's business was not neccasardy a funciion of table.

Y

Ape-wise penidstency:
91. More than 99% of the Corporation’s business was sold to people aged less than 55 T
years, 50% of the Corpovation’s business lics within the entry age rango of “31-55 years”. ,
I'hrefore the persistency of the business i the age bracket of “55 years and below” had '

the most significant efiect on the overall persistency of the Corporation.  Eflorts should be | chamman's |
INITIALS

made 1o encourage sale of quality business in the ape bracket of “33 ycars and below™.

92 The ape-wise composition of the Corporation’s business conforms to the
international expericnce as evidend from the “Life Insurance Fact Book” for the year 1996
pultlished by ihe “American Council of Fife Tnsuress™ I showed that 90% of lile







